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“Case study: Chilean labour policies on internatioml trade agreements”
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5. CHILEAN BASIC DATA !

Country name: Republic of Chile (Republica de Chile)
Nationality: Chilean

Official language: Spanish

Other languages:Mapudungun, German, English
Geographic coordinates:30,00 S/71,00 W

Capital: Santiago (33 37 S/ 70,40 W)

Administrative regions: 15 regions: Aisen del General Carlos Ibanez dehgia
Antofagasta, Araucania, Arica y Parinacota, AtacaBiabio, Coquimbo, Libertador
General Bernardo O'Higgins, Los Lagos, Los Rios,gMlanes y de la Antartica
Chilena, Maule, Region Metropolitana (Santiagoyapaca, Valparaiso

Independence:18 September 1810

Constitution: September 1%, 1980 (amended in 1989, 1991, 1997, 1999, 20003 20
and 2005)

Suffrage: 18 years old, universal and compulsory

Chief of State/Head of governmentiPresident Sebastian Pifiera Echenique (since 11
March 2010)

Legislative branch: bicameral: Senate (38 seats) and Chamber of Deputies (12€) seat

Area: 756.102 sq km (twice the size of Germany)
Land: 743.812 sq km Water. 12.290 sq km

Boundaries: 6.339 km - with Argentina (5.308 km), Bolivia (8&@) and Peru (171
km).

Coastline: 6.435 km
Climate: temperate; desert in North; Mediterranean in Gémégion; cool and damp in

South

Population: 16.746.491 (July 2010 est.)

! Source:CIA, the World Factbook, 2010.
2 17.133.000 (2010 est.) in accordance with 2009 Statistical Yearbook for Latin America and the
Caribbean.CEPAL/ECLAC. Santiago de Chile: United Nations Faaiion, 2010.
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Religion: Roman Catholic 70%, Evangelical 15.1%, Jehovah'm&¥s 1.1%, other
Christian 1%, other 4.6%, none 8.3% (2002 census)

Ethnical composition: white and white-Amerindian 95, 4%, Mapuche 4,0%)eot
indigenous groups 0,6% (2002 census)

Population growth rate: 0,856% (2010 est.)
Fertility rate: 1,9 children born/woman (2010 est.)
Urbanization: urban population 88% (2008)
Infant mortality rate: 7,52 deaths/1000 live births

Live expectancy at birth: 77,54 years (male 74,26 years, female 80,96 y€a@d)0
est.)

Median age:31,7 years (male 30,7 years, female 32,8 years)

HIV — adult prevalence rate: 0,3% (2007 est.)

School life expectancy (primary to tertiary educaton): 14 years (2006)
Education expenditures:3,2% of GDP (2006)

Literacy (age 15 and over who can read and write)95,7% (male 95,8%, female
95,6%) (2002 census)

Population below poverty line:18,2% (2005)

Household income or consumption by percentage sharlwest 10% - 1,6%, highest
10% - 41,7% (2006)

Gini index: 54,9 (2003)

Investment (gross fixed):20,5% of the GDP (2009 est.)

Budget: revenues — 31,31 billion, expenditures 37,87 mll{@009 est.)
Public debt: 9% of the GDP (2009 est.)

Inflation rate (consumer prices):1,7% (2009 est.)

Current account balance:-50 million (2009 est.)

Natural resources: copper, timber, iron ore, nitrates, precious metalslybdenum,
hydropower
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Agriculture (products): grapes, apples, pears, onions, wheat, corn, oatghps,
garlic, asparagus, beans; beef, poultry, wool; tishber

Industries: copper, other minerals, foodstuffs, fish processirogn and steel, wood and
wood products, transport equipment, cement, textile

Industrial production growth rate: -3% (2009 est.)

GDP (PPP):$243.7 billion (2009 est.)

GDP (official Exchange rate):$152,1 billion (2009 est.)

GDP per capita (PPP):$14,700 (2009 est.)

GDP (composition):agriculture: 4,8% ,industry: 50,5% services:44,7% (2009 est.)

Labour force: 7,42 million (2009 est.) - (agriculture: 13,2% , industry: 23%,
services:63,9% (2005)

Unemployment rate: 10,86 (2009 est.)

Exports: $48,85 billion (2009 est.)

Export partners: China 14,1%, US 11,3%, Japan 10,4%, Brazil 5,96utlS Korea
5,7%, Netherlands 5,2%, Italy 4,4% (2008)

Export commodities: copper, fruit, fish products, paper and pulp, cicais, wine

Imports: $40,91 billion f.0.b. (2009 est.)

Import partners : US 19,1%, China 11.9%, Brazil 9,2%, Argentina8,&outh Korea
5,5%, Japan 4,6% (2008)

Import commodities: petroleum and petroleum products, chemicals, tettand
telecommunications equipment, industrial machineepicles, natural gas
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6. CHILEAN TRADE POLICIES

“No nation was ever ruined by trade.”
Benjamin Franklin (1706-1790) one of the
Founding Fathers of the United States

For more than three decades, Chile had been pgrsignificant steps in order
to liberalize its economy, being strongly inspitedthe Chicago School of Econonics
in particular by FRIEDMAN's and STIGLER's teachingsee-market oriented policies
in Chile started during Pinochet’s regime whichmteariwise of other Latin American
dictatorships, focused its foreign policy in urglally opening its market to foreign
capital, products and serviéesTherefore, it is noteworthy punctuate that strait
reforms were promoted, a flexible exchange rate iwgdemented and privatization
programmes took place in Chile many years befdrerdtatin American countries.

Nonetheless, it was only after the re-democratipathat the Chilean economic

growth suffered its real incremé@nt

% The “Chicago Boys” were a groups of Chilean ecoistsnwho had studied in Chicago and, inspired by
liberal precepts, had implemented an open-marKetypio Chile during Pinochet’s regime.

“ Chile: los acuerdos de libre comercio y su impaetoel empleoSantiago: Oficina Internacional del
Trabajo, 2008. p. 140. “Si bien dicho proceso dertapa se inici6 a mediados de los afios setert@, és
adopté un caracter unilateral; es decir, no tuvm@aontrapartida una apertura equivalente de los
mercados de los socios comerciales, restringiéndsistas posibilidades de aprovechar plenamente sus
beneficios, puesto que ello depende no so6lo deditcas internas que adopte un pais, sino que muy
fundamentalmente de las que apliquen los paisefsaruales comercia. Y ésta ha sido la base dabre
cual se ha desarrollado una nueva fase de apettis@de los inicios de los afios noventa, orientada a
profundizar la apertura mediante una activa padition en instancias multilaterales y, especialejent
bajo la modalidad de construir acuerdos comercialestos Ultimos permiten reducir costos de
transaccion mediante el establecimiento de reglabligaciones especificas destinadas a proporcionar
estabilidad a los compromisos adquiridos.”

> CASTRONOVO, Valerio.Piazze e caserme: | dilemmi dell’America Latina Nalvecento a oggi.
Laterza, 2007. p. 268. “In realta, se non si patevdisconocere i resultati positivi raggiunti dueagli

anni della dittatura grazie all’opera dai ‘Chicadgoys’ per debellare I'inflazione e aprire il paesgi
investimenti esteri, tuttavia la modernizzazioné @de era iniziata dopo la caduta della satrapia d
Pinochet. Non solo perché dai primi anni Novangcdhomia cilena aveva conosciuto una forte
accelerazione ela bilancia commerciale aveva aclaimattivi consistenti, ma perché da allora s’era
diffuso il convincimento che democrazia politica edonomia di mercato erano complementari e
costituivano altrettanti fattori essenziali di pregso sociale e di evoluzione civile”.

® Chile: los acuerdos de libre comercio y su impaetoel empleoSantiago: Oficina Internacional del
Trabajo, 2008. p. 139. “(...) el alto grado de aparque Chile exhibe en la actualidad tuvo suewrign

el proceso de apertura comercial y financieraawicia mediados de los afios setenta, por lo quatae t
de un proceso que se ha consolidado en el tiempo,pyofundizacion ha sido un objectivo explicito d
los distintos gobiernos, desde la recuperaciomdieinocracia en los inicios de los afios noventa.”
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GDP growth (%)
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1974-1989 1990-1993 1994-1999 2000-2005 2006-2008

1974-1989 1990-1993 1994-1999 2000-2005 2006-2008

2,9 7,7 5,4 4,3 4,1

Source ALVARADO M. Macarena. JELVEZ M., Mauricio,Cémo continuar avanzando hacia el
desarrollo? Propuestas para una politica naciona @émpledSantiago: Oficina Internacional del
Trabajo, 2009, with Chilean Central Bank data.

On the last two years, however, the recent globantial crisis and the
consequent contraction of important foreign marleetstely affected the Chilean GDP
growth rate§ which fundamentally depend on exports. Notwithdiag, the ECLAE
stresses that already in 2010 — in spite of theatinag) effects of the earthquake which

affected the countfy- the Chilean economy will start a solid recoveygle.

" Estudio econémico de América Latina y el Caribe 20010.Comisién Econémica para América
Latina y el Caribe (CEPAL). Santiago de Chile: CERP&010. “En 2009 la economia de Chile se
contrajo un 1,5% del PIB como consecuencia de flest@s de la crisis financiera internacional que se
desencadend en el dltimo trimestre de 2008. Ercefagartir de esa fecha y durante los primerosesie
de 2009, a raiz del deterioro de las perspectimdssemercados de los paises desarrollados y etiakp
en el ambiente financiero internacional, las exqmoines experimentaron una fuerte reduccion, tanto
los volumenes exportados como en los precios. Coasaltado, disminuyeron las expectativas de
crecimiento, empleo e ingreso y se redujo sigrifreanente el gasto privado, tanto en inversion cemo
bienes de consumo duraderos. En consecuencia & das crecimiento del PIB se contrajo
significativamente, lo que se tradujo en el deszelesla produccién, la reduccién de los inventayies
aumento del desempleo.”

8 Economic Commission for Latin America and the Blagian.

° Estudio econémico de América Latina y el Caribe 22010.Comisién Econémica para América
Latina y el Caribe (CEPAL). Santiago de Chile: CERP2010. “(...) a fines de febrero de 2010, cualado
economia chilena se encontraba en franca recuperaei pais se vio afectado por un terremoto y
maremoto. Dada su intensidad y extensién, esteossamnconsidera el quinto mas fuerte en la historia
mundial desde que es posible realizar mediciondsriemoto afectd principalmente a tres regioretad
Zzona centro-sur del pais cuya actividad represemtd6% del PIB y cerca del 9% de las exportaciones,
principalmente de madera, celulosa, sus derivadoarina de pescado. Los resultados de las primeras
mediciones realizadas 2 Comisién Economica pararidgeéatina y el Caribe después de que ocurriera
el terremoto y maremoto indicaban un claro descéesia produccién durante marzo y abril, que en los
meses siguientes se recuperd parcialmente.”
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GDP growth (2008-2011)
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Source:ECLAC. Estudio econémico de América Latina y el Carib@22010.Comisién Econdmica
para América Latina y el Caribe (CEPAL). SantiagaChile: CEPAL, 2010.

This sustained positive economic growth opened doer for a deeper
internationalization process. Since the early 90hsle has been acquiring a net of
different sort of commercial agreeméeftsvith its most significant trade partners.
Nowadays, Chilean trade treaties include FFAgUnited State'$, Chind®, Canad¥’,
Japan®, South Kore¥, Mexico’, the EFTA® zoné®), economic associati6h

agreements (European UnfénP-4?), economic complementatithaccords under the

91n spite of the fact that all those treaties heheobjective to liberalize trade between the partthey
differ among themselves with relation to their sfieity level.

" Free trade agreements are designed to liberafitke tand investments, but it is noteworthy pointing
that they do not deal exclusively with purely ecomntal questions. FTAs build up bilateral associaio
which consider not only trade integration but alsgportant aspects related to political dialogue and
cooperation.

12.S.-Chile Free trade agreemestgned in Miami on Juné"62003. In effect since January, 2004.

13 Chile-China Free Trade Agreemestgned on November £82005. In effect since Octobet 12006.

14 Chile- Canada Free Trade Agreemesigned on Decembel'5 1996. In effect since July"8.997.

15 Chile-Japan Free Trade Agreemesigned on March 272007. In effect since Septembét, 2007.
mtSouth Korea — Chile Free Trade Agreemesigned on February 15, 2003. In effect since Aprol
1%,2004.

7 México — Chile Free Trade Agreemesigned on April 17, 1998. In effect since August'1999.

18 |slandia, Liechtenstein, Norway and Switzerland.

% Chile — EFTA Free Trade Agreemesigned on June 26 2003. In effect since Decembél; 2004.

20 Economic Association agreements are the most aedacathegory of trade treaties, going further than
FTAs, putting great emphasis on cooperation. Thesgies, also, embrace important measures ingjudi
information exchange (particularly on issues relategood practices and legal structures), the ptom

of joint investigations on sensitive areas of comnioterest, transparency and general social and
environmental protection.

21 Chile-European Union Association Agreemesigned on November 18 2002. In effect since
February 1, 2003. Complete effect since March,12005.

2 The P-4 group is composed by Chile, New Zealaimjg®ur and Brunei Darussalam.

23 Economic complementation agreements are signettheo®LADI framework, and their main goal is
the trade relationship, through the eliminationiawiffs.
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ALADI framework? (Ecuador, MERCOSUR, Bolivia, Venezuela) and parsicopé®
(India, Cuba) agreemeffs

Comparing the degree of economic openness ofreiffeStates, it is observable
that since the 1990°s the Chilean economy alreaglsepts an elevated rate of imports
and exports regarding its GDP, superior to develpmiountries such as China, India,
Brazil and Argentina and to developed countrieshsas the United States, Japan,
Germany, the United Kingdom and Canada. More, thmsabers were strengthened
after the entry into force of the most relevant ETsigned by Chile.

The information of 2005 shows a significant incremef the exports/GDP and
imports/GDP proportions in several emerging ecoesmi such as Argentina, Brazil,
China and India. Nonetheless, the Chilean ratesiireed superior, as a proof of the

deep vocation of the Chilean economy to focus dareal trade.

Exports/GDP and imports/GDP (1990/2005)

1990 2005

Exports/GDP | Imports/GDP | Exports/GDP | Imports/GDP
Developed countries
United States | 9,6 10,9 10,5 16,2
Japan 10,4 9,5 14,3 12,9
Germany 24,6 24,8 40,1 35,1
United 24,0 26,6 26,1 30,0
Kingdom
Canada 26,0 26,0 37,9 34,1
South Korea | 28,0 29,0 42,5 40,0
Finland 22,7 24,0 38,7 35,2
Hong Kong 130,9 123,2 197,5 186,3
Israel 31,0 34,9 43,8 44,1
Developing countries
China 17,7 12,2 33,0 30,5
India 7,2 8,6 14,9 16,1
Brazil 7,9 6,1 16,5 12,7
Argentina 10,2 4,6 24,6 19,1
Venezuela 39,5 20,2 33,5 18,4
Chile 33,1 29,4 43,2 35,5
Egypt 28,1 36,2 20,7 26,9
Burkina Faso | 11,2 28,8 9,6 23,9

4 Asociacion Latinoamericana de Integracion, creietd80 by the Montevideo Treaty. Nowadays the
ALADI members are: Argentina, Bolivia, Brazil, Chjl Colombia, Cuba, Ecuador, Mexico, Paraguay,
Peru, Uruguay and Venezuela.

% partial scope agreements, on the other handjraited to the establishement of preferential regime

concerning the trade of a limited number of produstservices.

% For a list of all Chilean trade treaties, see agppe

161



Source UN (2005). In:Chile: los acuerdos de libre comercio y su impaeto el empleoSantiago:
Oficina Internacional del Trabajo, 2008. p. 46.

As a result of this liberal posture, Chilean intgronal trade had grown
vigorously during the last few years, flourishingthb on exports and imports, and on

different fields, such as goods, services and tmvests, with impressive results.

Chilean exports 1990-2008 (US$ millions)
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Chilean imports 1990-2008 (US$ millions)
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Chilean exports/imports (US$ millions)

1990 | 1995 | 2001 | 2002 | 2003 |2004 |2005 |2006 |2007 |2008

Exports 8.522| 15.901| 18.745| 17.423| 20.077| 30.895| 38.596| 55.881| 65.739| 69.085
Imports 7.022| 14.903] 16.136| 15.383| 17.376| 22.401| 2.9857| 34.726| 42.732| 58.173
Balance | 1.500] 998 2.609 | 2.040] 2.70] 8.494 8.738 21.123.007|10.912

Source:CEPAL, Division de Comercio Internacional e Integéa, sobre la base de cifras oficiales obtenidas d
UN Comtrade, United Nations Commodity Trade Statisbatabase, DESA/UNSD.

Again, the recent global financial crisis affectbdth Chilean exports and
imports, particularly during 2009. However, the uetion on the volatility of the price
of commodities, the economic recovery already olzd®@e in important buyers of

Chilean products — especially China — summed wiighrtecessity to rebuild great part

162



of the infrastructure destroyed by the earthqugkevoke the expectation of a
significant increment on external trade during 2640-2011 pericd.

The Chilean liberalized trade scheme contributedintrement commercial
exchanges with a diversified net of trade partretsaround the globe. Regarding
Chilean exports, all of its top 10 trade partnemsuee preferential access to Chilean

products on their internal markets by some kinttade agreement.

Chilean exports, by country, top 10 (2008) (US$ tusands)

World 69084971 100%
China 9851075 14,26%
United States 7793291 11,28%
Japan 7233500 10,47%
Netherlands 4242598 6,14%
Brazil 4164373 6,03%
South Korea 3881309 5,62%
Italy 3404697 4,93%
France 2278558 3,3%
Mexico 2218509 3,21%
Spain 1978470 2,86%

Source:CEPAL, Divisién de Comercio Internacional e Integiém, sobre la base de cifras oficiales
obtenidas de UN Comtrade, United Nations Commotifide Statistics Database, DESA/UNSD.

" Estudio econémico de América Latina y el Caribe 22010.Comisién Econémica para América
Latina y el Caribe (CEPAL). Santiago de Chile: CERAR010. “En 2009 los precios externos de las
exportaciones e importaciones chilenas de produgcésicos registraron fluctuaciones significativas.
Luego del desplome de los precios de las materiasap como consecuencia de la crisis financiera
internacional durante el dltimo cuatrimestre del afiterior, en 2009 se observ6 una notoria recuojera

de los precios de las principales exportacioneterds. El promedio de los valores unitarios de
exportacién para el afio se redujo un 18%. Por ste pe promedio de los valores unitarios de
importacion lo hizo un 16%. A su vez, el volumerpaxado decrecié un 5%, mientras que las
importaciones, en particular de bienes duraderagumaria y bienes de capital, disminuyeron un 19%.
Como resultado, el superavit de la cuenta corrisaitsitud en torno al 2,6% del PIB.

Durante 2010 los precios externos de las exporasicchilenas se incrementaron nuevamente y
alcanzaron niveles maximos histdricos, similaresuperiores a los registrados antes de la crisis. Lo
precios del petr6leo mostraron un comportamienteqdo, aunque alcanzaron niveles aun alejados de
los maximos observados antes de la crisis. No otestdos precios de las exportaciones exhibieron
nuevamente una alta variabilidad como resultaddageturbulencias en los mercados internacionales
causadas por la situacion de la deuda soberargu®a paises europeos.

Para 2010 se proyecta un crecimiento de los volémexportados, producto de la continuidad de la
dinamica de los principales mercados de destingpagticular China. Asimismo, se espera un fuerte
repunte de las importaciones, incluso mayor quizdas exportaciones. Ello obedece principalmertde a
recuperacion de la demanda interna en un contextmfbs niveles de inventarios, la destrucciénighrc
de la capacidad productiva interna a causa der®rto y maremoto que hace necesario recurrir adaen
importadas para suplir las necesidades normalesadieiccién y consumo, y el aumento del gasto @ara |
reconstruccion.”
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Concerning the regions which are destiny of thde@hi exports, during the last
twenty years we may observe an outstanding growtthe Chilean exports to Asia, and
particularly to China. In 1990 China was the dgstoi only 0,03% of all Chilean
exports, and currently it represents a share o2%4,The Latin American relative
participation also incremented, from 12,6% to 19,496 the other way, in spite of
significant positive trade outcomes, Europe losatnee participation on the Chilean
exports (from 38,3% to 23,4%), the same happeniitig thhe United States (16,7% to
11,2%) and Japan (16,2% to 10,4%).

Chilean exports, by region (US$ millions)

B Others

OJapan

B China

O Asia

OEU 15

B United States

O Latin Americaand

1990 2000 2008 Caribbean
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1990 1995 2000 2006 2007 2008
Latin 1078 3086 3988 9399 10962 13417
America

and

Caribbean

United 1428 2138 3008 8947 8419 7793
States

EU 15° 3265 4241 4510 14696 15418 16202
Asia® 2204 5400 5221 16955 23975 24394
China 34 287 902 4942 9980 9851
Japan 1384 2840 2547 6038 7092 7233
Others 547 1035 1487 5884 6965 7279
Total 8522 15901 18215 55881 65739 69085

Source:CEPAL, Divisién de Comercio Internacional e Integiém, sobre la base de cifras oficiales
obtenidas de UN Comtrade, United Nations Commotifide Statistics Database, DESA/UNSD.

In imports, Chile has the United States as its mantner (19,89%), followed by
China (11,99%). It is relevant the contribution ®duth American countries such as
Brazil (9,09%), Argentina (8,67%), Colombia (3,66&hd Peru (3,17%). More, Angola
appears as a major source of oil to Chile.

Again, concerning Chilean imports, during the &&nty years we may infer a
significant growth of the Chilean imports from AE3,7% of the Chilean imports in
1990, 25,4% in 2008), specially because of Chin@%) 11,9%). The Latin American
share also increased, from 24% to 32,1%. The Urtiiiedes remained with a stable
portion of Chilean imports(19,5%, 19,8%), while &pe (26,8%, 11,9%) and Japan
(8,0%, 4,8%) declined.

Chilean imports, by country, top 10 (2008) (US$ thasands)

World 58173226 100%
United States 11568974 19,89%
China 6972134 11,99%
Brazil 5287968 9,09%
Argentina 4984124 8,57%
South Korea 3354981 5,77%
Japan 2799072 4,81%
Colombia 2130471 3,66%
Germany 1925584 3,31%
Peru 1846067 3,17%

% Austria, Belgium, Denmark, Finland, France, Genmaffreece, Ireland, Italy, Luxembourg,
Netherlands, Portugal, Spain, Sweden and UK.

2 Australia, China, Hong Kong, Indonesia, Japan,tisd{orea, Malaysia, New Zealand, Philippines,
Singapore, Thailand and others.
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| Angola

| 1771522

| 3,05%

Source:CEPAL, Divisién de Comercio Internacional e Integiém, sobre la base de cifras oficiales
obtenidas de UN Comtrade, United Nations CommoHtifide Statistics Database, DESA/UNSD.

Chilean imports, by region (US$ millions)

1990 1995 2000 2006 2007 2008
Latin 1742 4109 5947 12756 14200 18725
America
and
Caribbean
United 1372 3793 3273 5569 7274 11569
States
EU 15° 1882 3155 2840 5080 5854 6942
Asia’? 964 2687 2814 7464 10924 14809
China 57 390 949 3483 4881 6972
Japan 568 1013 702 1147 1583 2799
Others 1062 1160 1745 3857 4480 6129
Total 7022 14903 16620 34726 42732 58173

Source:CEPAL, Divisién de Comercio Internacional e Integiém, sobre la base de cifras oficiales
obtenidas de UN Comtrade, United Nations CommoHtifide Statistics Database, DESA/UNSD.

1990

2000

2008

B Others

OJapan

B China

OAsia

OEU 15

W United States

OLatin Americaand
Caribbean

Notwithstanding, in spite of the great diversity Ghilean trade partners, its

exports are still concentrated on a few commoditpsticularly on copper-related

%0 Austria, Belgium, Denmark, Finland, France, Genmaffrreece, Ireland, ltaly, Luxembourg,
Netherlands, Portugal, Spain, Sweden and UK.

31 Australia, China, Hong Kong, Indonesia, Japan,tisd{orea, Malaysia, New Zealand, Philippines,

Singapore, Thailand and others.
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goods — such as refined and unrefined copper, cappe and concentrates — and other
minerals, such as molybdenum. There is also aarteshare of chemical wood pulp,
frozen fish, wine and grapes. This concentrationpoimary product¥ is a major
difficulty that the Chilean economy has tried toemome, since it results in an
undesirable scenario of strong dependency on thee fluctuation of only a few

products on the international market.

Chilean exports, by product (2008) (US$ thousands)

All commodities 69084971 100%
Refined copper (including | 20967069 30,35%
alloys except master alloys),

unwrought

Copper ores and 12865558 18,62%
concentrates

Special transactions, 3181432 4,61%

commodity not classified
according to class

Ores and concentrates of | 2529571 3,66%
molybdenum, niobium,

titanium, etc.

Unrefined copper (blister 2472716 3,58%

copper but excluding
cement copper)

Chemical wood pulp, soda | 2472716 3,56%
or sulphate; bleached or
semi- bleached

Wine of fresh grapes 2456748 1,98%
Fish frozen, excluding fillets| 1370608 1,91%
Grapes fresh 987718 1,43%
Other ferro-alloys 840939 1,22%

Source:CEPAL, Divisién de Comercio Internacional e Integiém, sobre la base de cifras oficiales
obtenidas de UN Comtrade, United Nations Commotifide Statistics Database, DESA/UNSD.

%2 European Comission — External relations direceoggneralChile: country strategy papep.3. “The
Chilean production and exports are in general toncentrated on few commodities and the price
fluctuation of these commodities has an impacthenaverall economyp.14. “Even if the share of non-
traditional products in total exports has increased that of copper has declined, Chilean expertsain
very concentrated on natural resources.”
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O Refined copper @ Copper ores and concentrates

OSpecial transactions O Molybdenum, niobium, titanium
B Unrefined copper O Chemical wood pulp

B Wine of fresh grapes OFrozenfish

W Grapes @ Other ferro-alloys

As we may see, the most part of Chilean exportsedaged to primary products
(35,6%) and manufactured goods directly linkedhi éxploitation of natural resources
(52,9%). In spite of the Chilean efforts to modityis panorama, this situation is
basically the same of twenty years ago, when tepemive percentages were 31,8%
(primary products) and 57,9% (manufactured goodscty linked to the exploitation
of natural resources). Actually, critics of the drdrade model argue that the
establishment of trade agreements with developeshtdes tends to perpetuate the

Chilean condition of being a mere exporter of mater

Exports, by category (US$ millions)

1990 1995 2000 2006 2007 2008
Primary 2713 5570 6252 21095 24403 24633
products
Manufacturing | 4940 8467 9418 29379 35123 36592
(natural
resources)
Manufacturing | 200 450 547 789 921 1099
(low
technology)
Manufacturing | 254 648 1084 2706 2970 3411
(medium
technology)
Manufacturing | 49 56 124 193 252 309
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(high

technology)

Other 366 710 790 1718 2070 3041
transactions

Total 8522 15901 18215 55881 65739 69085

Source:CEPAL, Divisién de Comercio Internacional e Integiém, sobre la base de cifras oficiales
obtenidas de UN Comtrade, United Nations CommoHtifide Statistics Database, DESA/UNSD.

100% O Other transactions

80% B Manufacturing (high technology)

60% _ _
OManufacturing (medium technology)

40%
OManufacturing (low technology)

20%
B Manufacturing (naturalresources)

0%
1990 1995 2000 2006 2007 2008 B Primary products

More, it is important to highlight that 58% of th€hilean exports of
manufactured products with medium or high intense@hnology have Latin America
as destiny, corresponding to 16,09% of the exporthat region. On the other hand,
99,08% of Chinese imports from Chile are of primprgducts or manufactured goods

linked to natural resources.

Imports, by category and region (US$ millions)

Latin United |UE 15 |[China |Japan | Total
America | States
and
Caribbean
Primary 2730 2261 4436 3547 6114 24633
products
Manufacturing | 7122 4518 10966 6214 958 36592
(natural
resources)
Manufacturing | 835 121 73 14 1 1099
(low

% Austria, Belgium, Denmark, Finland, France, Genmaffreece, Ireland, Italy, Luxembourg,
Netherlands, Portugal, Spain, Sweden and UK.
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technology)

Manufacturing | 1948
(medium

technology)

276

506

72

148

3411

Manufacturing | 211
(high

technology)

46

30

309

Other 570

transactions

571

191

3

9

3041

Total 13417

7793

16202

9851

7233

69085

Source:CEPAL, Division de Comercio Internacional e Intemiéa, sobre la base de cifras oficiales
obtenidas de UN Comtrade, United Nations Commodtiiide Statistics Database, DESA/UNSD.

Primary products also represent a relevant sharehef Chilean imports,

particularly crude petroleum and oils.

However, ducts such as vehicles,

communication equipment and machinery also reptesgortant shares of it.

Chilean imports, by product (2008) (US$ thousands)

All commodities

58173226

100%

Special transaction,
commodity not classified
according to class

8367147

14,38%

Crude petroleum and oils
obtained from bituminous
materials

7281506

12,52%

Passenger motor vehicles
(excluding buses)

2194773

3,77%

Motor vehicles for the
transport of goods or
materials

1713605

2,95%

Ores and concentrates of
molybdenum, niobium,
titanium, etc.

1020382

1,75%

Other coal, not
agglomerated

863499

1,48%

Television, radio-
broadcasting; transmitters,
etc.

810230

1,39%

Liquefied propane and
butane

645898

1,11%

Mechanical shovels and
excavators, self-propelled

524741

0,9%

Polyethylene; in primary
forms

483745

0,83%
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Source:CEPAL, Divisién de Comercio Internacional e Integiém, sobre la base de cifras oficiales
obtenidas de UN Comtrade, United Nations Commotifide Statistics Database, DESA/UNSD.

Actually, medium and high-technology goods represe0,7% of all Chilean
imports, coming especially from most developed naiimerican States, the United

States, the European Union, China and Japan.

Imports, by category (US$ millions)

1990 1995 2000 2006 2007 2008
Primary 1200 2069 3527 8773 10216 14016
products
Manufacturing | 896 1962 2284 5511 8612 13032
(natural
resources)
Manufacturing | 772 2257 2584 4510 5242 7026
(low
technology)
Manufacturing | 3237 6601 5642 11537 13618 17707
(medium
technology)
Manufacturing | 797 1732 2327 4143 4776 5997
(high
technology)
Other 119 282 256 252 267 395
transactions
Total 7022 14903 16620 34726 42732 58173

Source:CEPAL, Divisiébn de Comercio Internacional e Integiém, sobre la base de cifras oficiales
obtenidas de UN Comtrade, United Nations Commotifide Statistics Database, DESA/UNSD.

Imports, by category and region (US$ millions)

Latin United |UE 15 |[China |Japan | Total
America | States
and
Caribbean
Primary 10005 565 167 33 2 14016
products
Manufacturing | 2327 5350 919 616 1114 13032
(natural
resources)
Manufacturing | 1375 535 894 3070 56 7026
(low
technology)

3 Austria, Belgium, Denmark, Finland, France, Genmaffrreece, Ireland, Italy, Luxembourg,
Netherlands, Portugal, Spain, Sweden and UK.
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Manufacturing | 3760 3854 3675 1903 1436 17707

(medium
technology)

Manufacturing | 1149 1139 1201 1338 182 5997

(high
technology)

Other
transactions

108 125 85 13 8 395

Total 18725 11569 6942 6972 2799 58173

Source:CEPAL, Divisién de Comercio Internacional e Integiém, sobre la base de cifras oficiales
obtenidas de UN Comtrade, United Nations Commotifide Statistics Database, DESA/UNSD.

Following the same tendency of exports and impotte foreign direct
investment (FDI) received by Chile has been suffgia remarkable increment on the
last two decades and particularly after the 2003520eriod, when some of the main
Chilean FTAs entered in force, incrementing consibly the flow of FDIE. In fact,
the FDI/GDP proportion in Chile was — in 2004 — esugr to the rates of countries

which are considered to be among the major destioie-Dls, such as China, India,

Mexico and Malaysia.

Foreign direct investment received (% GDP)

Countries 1990 2000 2003 2004
Brazil 8,0 17,2 25,8 25,2
Chile 33,2 60,7 65,0 58,2
China 5,8 32,2 35,6 14,9
Spain 12,8 25,7 27,4 34,9
United States 6,9 12,4 14,1 12,6
France 7,1 19,8 24,7 26,5
Hungary 1,7 49,3 51,8 60,7
India 0,5 3,8 5,4 5,9
Indonesia 34,0 40,4 27,5 4.4
Ireland 71,5 144,1 129,7 126,3
Malaysia 23,4 58,5 57,2 39,3
Mexico 8,5 16,7 26,5 27,0
New Zealand 18,2 45,0 49,1 51,5
United 20,6 30,4 37,4 36,3
Kingdom

South Africa 8,2 33,9 18,5 21,7

% Chile: los acuerdos de libre comercio y su impaetoel empleoSantiago: Oficina Internacional del
Trabajo, 2008. p. 74. “(...) entre 2003 y 2005 amin en vigencia los acuerdos comerciales mas
importantes para Chile desde el punto de vistaalamen de comercio de exportacién e importaciéh, a
como de captacion de IED.”
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South Korea 2,1 7,3 7,8 8,1
Developing 14,7 29,3 31,4 29,1
countries

World 9,3 19,3 22,9 21,7

Source UNCTAD (2005). In:Chile: los acuerdos de libre comercio y su impaaoel empledSantiago:
Oficina Internacional del Trabajo, 2008. p. 75.

During the 2001-2005 period, Chile was the secamghtry in South America
on the attraction of FDI, just after Brazil. Nonelibss, considering the proportion with
the GDP or with the number of inhabitants, Chileumed the first place. In 2004-
2005, Chile received FTAs of an average of 7% ef anhnual GDP, superior to
Colombia (6%), Ecuador (4%), Uruguay (3%) and aleo countries. The FDI per
capita in 2005 was US$ 445, also superior to eg#rgr country of the regich

The 2008 crisis provoked a reduction on the flu¥Dbi globally, consequently
affecting Chile. Nonetheless, recent figures dertratesthat on the first three months of
2010 the FDI in Chile achieved a record sum — paldrly on the mining and on the
retail sectors — totalizing more than US$ 5,7 dilli overcoming Brazil and Mexico.
The estimation for 2010 is that the FDI in Childlwéach a value superior to US$ 15

billion®’.

In sum, it is doubtless that the results of thaseoliberal’ policies and the
consequent signature of free trade agreements wareessful for Chile, at least
economically.

But what about the social outcomes of those pdalitie

It is essential verifying if the increment on intational trade and FDIs has

effectively brought better life conditions for th@hilean society as a whole. It is

% Chile: los acuerdos de libre comercio y su impaetoel empleoSantiago: Oficina Internacional del
Trabajo, 2008. p. 68. “En el quinquenio 2001-200BléCocupo el segundo lugar en términos absolutos,
detras de Brasil, como pais receptor de Inversidragjera Directa, aunque en términos relativossea
con relacion al PIB o al numero de habitantes, eChdup6 el primer lugar. En el bienio 2004-2005,
especificamente, la IED neta canalizada hacia Ch#alté en promedio equivalente a un 7% del PIB
anual, versus un 6% en Colombia, un 4% en Ecuathio8% en Uruguay y los demas paises por debajo
de 3% del PIB. En términos per capita, la entragta de IED hacia Chile en 2005 fue de US$ 445 por
habitante, versus US$ 221 en Colombia, US$ 188 mmudy, US$ 123 en Argentina, US$ 116 en
Ecuador, US$ 112 en Venezuela y los demas paiseepajo de US$ por habitante.”

37 El Mercurio, 22/07/2010 “Datos comerciales de Naciones Unidas del pritmerestre: Chile supera a
Brasil y México en inversion extranjera, y alcafaara cifra récord en 20tM@e la mano de negocios
mineros y del retail , el pais totaliz6 US$ 5.708lames, frente a los US$ 5.656 millones de los
brasilefios. Camara de Comercio de Santiago prexéagaversion extranjera en Chile llegaria estean
entre US$ 15 mil millones y US$ 20 mil millones.”
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frequent that — even with favorable trade indicat@and a positive balance of payments
— Latin American States still face deep structprablems, particularly on areas like the
establishment of satisfactory social policies, ithelementation of significant reforms
(particularly on tax systems), the fighting agaic@truption, the wealth distribution, the
setting up of clear and effective rules on the emmental and labour areas, among
others.

This research will focus on the major impacts & @hilean open-trade policies
— and the consequent signature of FTAs — on theutaimarket.

A first step to comprehend this panorama is vargfithe concrete effects of this
‘neoliberal’ economic strategy on the creation/degion of employment in Chile.
Hence, the next chapter of this research will presige main conclusions of a recent
ILO study describing the quantitative impacts obgé trade policies on different
economic sectors. However, this will be only thstfistep of this investigation, which
aims to go much further than purely quantifying thuenber of jobs before and after the
implementation of an FTA-based trade policy.

As already mentioned, the major purpose of thigstigation is determining if
the recent social advances in Chile are exclusiwesequences of the favorable
economic results of free trade agreements (eXpugsrts/foreign investments) or if
the inclusion of labour regulations (social clayses bilateral FTAs also positively
contributed to the Chilean social development.

Therefore, this research will get into the spettibs of the most relevant
Chilean FTAs, analyzing particular features of floeial clauses stated in each one of
them.

Afterwards, there will be a discussion about thgaleaspects of the Chilean
labour and social security systems, as well as itte particularities of their
enforcement mechanisms which aim to guarantee ¢hengplishment with the core
ILO labour rights. Finally, we will notice how thestablishment of social clauses
influenced Chilean policies and recent legal re®on those fields.

In brief, it was demonstrated that the Chilean epade policies and the
signature of free trade agreements brought posgamomic results. But what are the
effects of those policies on the Chilean labourkett Are the recent developments on
the labour field a mere consequence of those fa®mconomic results? And what is

the concrete role of the establishment of socalsts on bilateral FTAs?
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Answering those questions is precisely the key mamze of the next chapters

of the present research.
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7. IMPACTS OF THE CHILEAN FREE TRADE POLICIES ON THE
EMPLOYMENT LEVEL

The main scope of this thesis is presenting acaitid qualitative analysis about
the impacts of the inclusion of social clauses ibatdral agreements signed by Chile on
the Chilean domestic legislation and on the accwmnpient with the ILO core labour
standards.

Nevertheless, before entering into specific legasués, on this point of the
research it is necessary bringing up some quamétatonsiderations regarding the
effect of this open economic policies on the coeafidestruction) of employment in
Chile.

In order to accomplish with this objective, thisapker will make use data stated
on a 2008 ILO investigation on this subfctomparing employment records between
the period pre-signature of FTAs (1996) and thset fyear after two of the most
significant trade agreements signed by Chile carteeforce, the FTA with the United
States and the Association agreement with the Earop/nion (2003).

A first table demonstrates the number of job f@ss in Chile on those two
years, discriminated by economic activity. It isaotbiguous that the 1996/2003 total
variation rate (4,5%) includes expressive incremem the employment on certain
sectors — such as the manufacture of wines (+2383%s well as significant
retractions on other segments, such as the manudaof sugar (-76,2%), distilling,
rectifying and blending of spirits; ethyl alcohaloduction from fermented materials (-
72%), manufacture of prepared animal feeds (-71,8%) manufacture of tobacco
products (-68,7%).

Employment in Chile (by economic activity, 1996/208)

Economic activity 1996 2003 Variation (%)
Manufacture of wines| 3.898 13.188 238,3
Supporting and 38.067 67.796 78,1
auxiliary transport

activities

Air transport 7.561 12.448 64,6
Manufacture of bakery 20.897 32.734 56,6
products

3 Chile: los acuerdos de libre comercio y su impaetoel empleoSantiago: Oficina Internacional del
Trabajo, 2008.
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Manufacture of basic
metals

19.322

29.376

52,0

Post and
telecommunications

39.991

59.793

49,5

Production, processin

and preserving of meat

and meat products

18.887

26.829

42,1

Real estate, renting
and business activitie

315.944

5

440.941

39,6

Hotels and restaurant

s 103.042

122.364

18,8

Education

275.369

323.489

17,5

Public administration
and defense;
compulsory social
security

213.246

245.630

15,2

Manufacture of
vegetable and animal
oils and fats

1.857

2.129

14,7

Manufacture of rubber

and plastics products

16.286

18.627

14,4

Land transport;
transport via pipelines

150.341

167.700

11,5

Other community,
social and personal
service activities

146.050

159.964

9,5

Health and social
work

182.944

200.213

9,4

Retail trade

678.527

741.585

9,3

Manufacture of
chemicals and
chemical products

31.323

33.317

6,4

Manufacture of
fabricated metal
products

53.864

54.684

15

Publishing, printing

29.087

29.087

0,0

Silviculture,
Manufacture of wood
and of products of
wood, manufacture of
paper and paper
products

128.543

121.744

-5,3

Agriculture, cattle
raising, hunting and
related service
activities

398.889

377.339

Construction

429.562

404.258

Recreational, cultural
and sporting activities

46.503

42.056

Financial

114.603

103.204
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intermediation,
insurance and pensio
funding

Manufacture of
machinery and
equipment n.e.c.

34.590

30.500

-11,8

Manufacture of grain
mill products

6.238

5.443

-12,7

Water transport

9.373

8.172

-12,8

Processing and
preserving of fruit and
vegetables

22.217

19.357

-12,9

Mining of metal ores

53.476

44.153

-17,4

Manufacture of dairy
products

15.240

12.456

-18,3

Electricity, gas and
water supply

40.912

32.895

-19,6

Manufacture of other
food products

16.904

12.935

-23,5

Fishing, aquaculture
and service activities
incidental to fishing

145.060

110.192

-24,0

Manufacture of
textiles

31.452

23.105

-26,5

Manufacture of
furniture;
manufacturing n.e.c.

66.249

47.355

-28,5

Manufacture of other
non-metallic mineral
products

22.906

15.293

-33,2

Extraction of crude
petroleum and natura
gas

4.176

2.788

-33,2

Mining of coal and
lignite; extraction of
peat

25.929

15.567

-40,0

Manufacture of beers
and non-alcoholic
beverages

18.572

10.771

-42,0

Tanning and dressing
of leather;
manufacture of
luggage, handbags,
saddlery, harness ang
footwear

22.243

11.877

-46,6

Manufacture of

wearing apparel,
dressing and dyeing @
fur

57.084

—

27.305

-52,2

Manufacture of

1.152

360

-68,7
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tobacco products

Manufacture of 11.701 3.332 -71,5
prepared animal feeds
Distilling, rectifying 8.824 2.470 -72,0

and blending of
spirits; ethyl alcohol
production from
fermented materials

Manufacture of sugar| 4.369 1.038 -76,2

Total 4.083.272 4.267.862 4,5

Source:Chile: los acuerdos de libre comercio y su impasricel emplecSantiago: Oficina Internacional
del Trabajo, 2008. p.87. With data from INE andl€m Central Bank.

Nevertheless, those numbers do not repregentseif the Chilean free trade
policies influenced those results or not. Therefdre order to achieve a better
comprehension of those figures, it is necessanjyueg the exporting rates of each one
of those economic segments, so as the participaticimem in the total of Chilean
exports.

Hence, the next table shows the main economiciietivin Chile split between
three main categoriegxporters(sectors which export more than 30% of the total
production), semi-exporterdwhich export between 20 and 30 per cent of thal to
production) andactivities associated with the internal marKethich export less than
20% of the total production).

Between the activities labeled agporters— which represented 69,7% of the
total of Chilean exports in 2003 — it is necesdaghlighting the sector of mining of
metal ores, which was responsible for almost oire & the Chilean total exports in
that year. More, silviculture, manufacture of woaed of products of wood,
manufacture of paper and paper products, fishiggaeulture and service activities
incidental to fishing also represented an imporsduatre of Chilean exports.

Moreover, the following chart presents the dir@otl indirect employment rates
(calculated dividing the number of workers by tinerement of one billion Chilean
pesos on the final demand of total production) @yn@mic activity.

Exempli gratia on theexportersector, for every billion pesos of increasing on
the demand of final production, twenty-five direghployment positions and twenty-
four indirect ones were created. It is significtmt mining of metal ores — in spite of

being the most important activity on the Chileanreamy — is not among the economic
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sectors which have higher direct and indirect erplent rates (seven and twenty-two,
respectively).

Concerning activities of thesemi-exporters the indirect employment rate
(twenty-five) is basically the same of the “expdorteector (twenty-four), but there is a
more intensive creation of direct jobs (sixty-twpgrticularly because of the influence
of activities related to agriculture, cattle ragihunting and the manufacture of textiles.

At last, on activities basically devoted to the Chilean intdrmaarket the
indirect employment rate is the same (twenty-fauim)ch may be found on thexporter
(twenty-four) and on theemi-exportesector (twenty-five).

On the other hand, the economic segments whicmatr@articularly linked to
exports present a more intensive creation of diserking positions (fifty-two) than the
exporterbranch, even if it inferior to theemi-exportersector. On that category the
employment rates fluctuate a lot, depending onett@omic sector. Among the sector
with lower employment rates are the extraction rofde petroleum and natural gas, so
as activities related to electricity, gas and watgpply. Contrariwise, the sector with
higher rates of employment creation — considerimgnarement of one billion Chilean
pesos on the final demand of total production —raesufacture of fabricated metal
products, production, processing and preservingi@at and meat products and retail
trade.

Exports, direct and indirect employment rates (by eonomic activity, 2003)

Economic activity Exports (% | % of total Direct Indirect
of the total exports employment | employment
production) rate rate
(workers/1 (workers/ 1
billion billion
Chilean pesos)| Chilean
pesos)
Water transport 89,1 5,8 7 11
Mining of metal ores | 81,6 31,4 7 22
Processing and 76,5 2,0 35 60
preserving of fruit and
vegetables
Manufacture of wines| 69,6 2,7 21 50
Fishing, aquaculture | 68,8 8,4 61 27
and service activities
incidental to fishing
Mining of coal and 66,2 4,2 15 22
lignite; extraction of
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peat

Air transport

58,8

3,6

11

19

Silviculture,
Manufacture of wood
and of products of
wood, manufacture of
paper and paper
products

45,3

9,6

45

22

Manufacture of basic
metals

34,8

2,1

37

23

Exporters

69,7

25

24

Manufacture of
machinery and
equipment n.e.c.

27,8

1,6

25

22

Agriculture, cattle
raising, hunting and
related service
activities

249

4,5

130

24

Manufacture of
chemicals and
chemical products

24,2

3,7

14

24

Supporting and
auxiliary transport
activities

21,4

1,8

48

24

Manufacture of
textiles

20,8

0,4

63

28

Manufacture of other
food products

20,2

0,8

26

38

Semi-exporters

12,8

Extraction of crude
petroleum and natura
gas

17,0

2,3

Production,
processing and
preserving of meat
and meat products

16,0

11

24

104

Manufacture of
furniture;
manufacturing n.e.c.

15,3

0,3

143

33

Manufacture of rubbe
and plastics products

ris,1

0,8

20

19

Retail trade

11,3

6,6

76

27

Manufacture of
vegetable and animal
oils and fats

9,1

0,1

17

37

Tanning and dressing
of leather;
manufacture of
luggage, handbags,

7,3

saddlery, harness ang

0,1

49

29
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footwear

Manufacture of
tobacco products

6,5

0,0

a7

Manufacture of sugar

6,5

0,0

91

Manufacture of
fabricated metal
products

6,5

0,3

24

Manufacture of dairy
products

6,3

0,2

19

70

Manufacture of
wearing apparel,
dressing and dyeing ¢
fur

—

5,6

0,1

63

33

Manufacture of grain
mill products

5,2

0,1

19

I

Publishing, printing

5,2

0,2

46

32

Manufacture of other
non-metallic mineral
products

4,9

0,3

18

19

Post and
telecommunications

4,6

0,6

31

25

Real estate, renting
and business activitie

3,6

2,0

61

13

Land transport;
transport via pipelines

3,4

0,9

39

19

Financial
intermediation,
insurance and pensio
funding

=)

3,0

0,6

29

15

Distilling, rectifying
and blending of
spirits; ethyl alcohol
production from
fermented materials

2,8

0,0

35

64

Manufacture of beers
and non-alcoholic
beverages

2,2

0,1

13

31

Manufacture of
bakery products

15

0,1

48

45

Hotels and restaurant

0,6

0,0

86

49

Education

0,5

0,0

102

20

Manufacture of
prepared animal feed

UJ

0,4

0,0

57

Electricity, gas and
water supply

0,0

0,0

15

13

Construction

0,0

0,0

55

27

Public administration
and defense;
compulsory social

0,0

0,1

71

12
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security

Health and social 0,0 0,0 77 16
work

Recreational, cultural| 0,0 0,3 62 23
and sporting activities

Other community, 6,4 0,0 103 19

social and personal
service activities

Internal market 17,5 52 24

Total 100,0 50 24

Source:Chile: los acuerdos de libre comercio y su impastoel empleoSantiago: Oficina Internacional
del Trabajo, 2008. p.90.

A following step of this study is presenting thee@se number of employees
directly associated to Chilean exports. Unsurpgisinthe economic sectors linked to
exports with more employees are the mining of matas (particularly copper), fishing,
aquaculture and service activities incidental $bifig (particularly salmon), agriculture,
cattle raising, hunting and related service aiitigj and silviculture, manufacture of
wood and of products of wood, manufacture of papet paper products. Together,
those activities represented, in 2003, 77,1% oWwallking positions related to Chilean
exports.

Moreover, relevant increases on the 1996/2003 oedwn segments connected
to the manufacture of wines (12.407/ 33.226), tloelpction, processing and preserving
of meat and meat products (2.885/ 24.357), manufacdf chemicals and chemical
products (9.503/ 24.292) and manufacture of bagital® (7.989 / 21.625).

On the other hand, decreasing number of workingtipas were observed on
the fields of fishing, aquaculture and service\diiis incidental to fishing (131.715 /
129.414), processing and preserving of fruit andjetables (36.064 / 32.727),
manufacture of other food products (11.168 / 9.0&ignufacture of fabricated metal
products (4.730 / 4.655), publishing, printing &lY 2.685), manufacture of wearing
apparel; dressing and dyeing of fur (4.867/ 2.444)ning and dressing of leather;
manufacture of luggage, handbags, saddlery, haares$ootwear (1.860/ 1.473), and
manufacture of vegetable and animal oils and tag25/ 881).

Employment associated to exports (by economic actiy, 1996/2003)

Economic Employment 1996 Employment 2003
activity Total Direct Indirect | Total Direct | Indirect

Mining of metal | 123.528 45.841| 77.687 156.663 34.50119.160
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ores

Fishing,
aquaculture and
service activities
incidental to
fishing

131.715

104.948

26.767

129.414

90.1¢

52

39.2

Agriculture,
cattle raising,
hunting and
related service
activities

85.058

72.118

12.940

120.558

101.7

'dB.796

Silviculture,
Manufacture of
wood and of
products of
wood,
manufacture of
paper and paper|
products

85.078

58.581

26.497

113.156

75.67

'8

37.4]

Manufacture of
wines

12.407

2.224

10.183

33.226

9.730

23.49

Processing and
preserving of
fruit and
vegetables

36.064

11.433

24.631

32.727

12.18

8

20.53

Production,
processing and
preserving of
meat and meat
products

2.885

419

2.466

24.357

4.584

19.77

Manufacture of
chemicals and
chemical
products

9.503

4.385

5.119

24.292

8.865

15.42

Manufacture of
basic metals

7.989

5.080

2.910

21.625

13.26

8.365

Manufacture of
machinery and
equipment n.e.c.

13.475

7.699

5.775

13.618

7.162

6.457

Manufacture of
furniture;
manufacturing
n.e.c.

8.718

7.098

1.620

9.110

7.411

1.699

Manufacture of
other food
products

11.168

4.474

6.695

9.021

3.698

5.323

Manufacture of
textiles

4.871

3.640

1.230

5.801

3.987

1.815

Manufacture of

3.137

1.541

1.596

5.618

2.85

o)

2.76
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rubber and
plastics products

Manufacture of | 4.730 3.324
fabricated metal
products

1.406 4.655 3.199 1.455

Manufacture of | 1.950 491
dairy products

1.460 3.637 775 2.863

Publishing, 5.551 2.956
printing

2.595 2.685 1.594 1.090

Manufacture of | 4.867 3.641
wearing apparel,
dressing and
dyeing of fur

1.226 2.444 1.605 839

Manufacture of | 1.211 613
other non-
metallic mineral
products

599 1.659 805 854

Tanning and 1.860 1.290
dressing of
leather;
manufacture of
luggage,
handbags,
saddlery, harness
and footwear

570 1.473 925 548

Manufacture of | 1.625 526
vegetable and
animal oils and
fats

1.099 881 275 606

Total 557.393 342.323

215.070 716.621 388.0328.596

Source:Chile: los acuerdos de libre comercio y su impaaricel emplecSantiago: Oficina Internacional

del Trabajo, 2008.p.93

The higher percentage losses took place in a@svitelated to publishing,

printing (-51,6%), manufacture of wearing appate¢ssing and dyeing of fur (-49,8%)

and manufacture of vegetable and anim

On the contrary, the most sign

al oils ars(fd6,8%).
ificant positive &aans in percentage were

verified on the segments of manufacture of chermiaad chemical products (155,6%),

manufacture of wines (167,8%), manufacture of bastals (170,7%) and production,

processing and preserving of meat and

Employment associated to exports (% v

meat proiiAs3%).

ariation 1998003)

Publishing, printing

-51,6

Manufacture of wearing apparel; dressif

g -49,8
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and dyeing of fur

Manufacture of vegetable and animal oils45,8
and fats

Tanning and dressing of leather; -20,8
manufacture of luggage, handbags,
saddlery, harness and footwear

Manufacture of other food products -19,2

Processing and preserving of fruit and | -9,3
vegetables

Fishing, aquaculture and service activitiesl,7
incidental to fishing

Manufacture of fabricated metal products -1,6

Manufacture of machinery and equipment,1

n.e.c.
Manufacture of furniture; manufacturing| 4,5
n.e.c.

Manufacture of textiles 19,1
Mining of metal ores 26,8

Silviculture, Manufacture of wood and of 33,0
products of wood, manufacture of papef
and paper products

Manufacture of other non-metallic minere6,9
products

Agriculture, cattle raising, hunting and | 41,7
related service activities

Manufacture of rubber and plastics 79,1
products

Manufacture of dairy products 86,5
Manufacture of chemicals and chemical 155,6
products

Manufacture of wines 167,8
Manufacture of basic metals 170,7

Production, processing and preserving 0f744,3
meat and meat products

Source:Chile: los acuerdos de libre comercio y su impaaricel emplecSantiago: Oficina Internacional
del Trabajo, 2008.p.94.

It is also important that on that period the praijor of direct working positions
in comparison with indirect ones increased (0,6385). This tendency is observable in
the sectors of manufacture of dairy products, ngnai metal ores, manufacture of
vegetable and animal oils and fats, manufactureheimicals and chemical products,
manufacture of other non-metallic mineral productgnufacture of machinery and
equipment n.e.c., manufacture of basic metals, ingnmnd dressing of leather;
manufacture of luggage, handbags, saddlery, haraedsfootwear, manufacture of
wearing apparel; dressing and dyeing of fur, silltire, manufacture of wood and of
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products of wood, manufacture of paper and papedymts, manufacture of textiles,
manufacture of fabricated metal products and fighaguaculture and service activities
incidental to fishing.

The opposite tendency is verified in economic ity such as the production,
processing and preserving of meat and meat produetsufacture of wines, processing
and preserving of fruit and vegetables, manufaatficgher food products, manufacture
of rubber and plastics products, publishing andtprg.

Relationship between direct and indirect employmentassociated to exports (by
economic activity, 1996/2003)

Economic activity 1996 2003 Variation
Production, processing and| 5,88 4,31 -
preserving of meat and meat

products

Manufacture of dairy 2,98 3,69 +
products

Mining of metal ores 1,69 3,18 +
Manufacture of wines 4,58 2,41 -
Manufacture of vegetable | 2,09 2,2 +
and animal oils and fats

Manufacture of chemicals | 1,17 1,74 +
and chemical products

Processing and preserving oR,15 1,69 -
fruit and vegetables

Manufacture of other food | 1,5 1,44 -
products

Manufacture of other non- | 0,98 1,06 +
metallic mineral products

Manufacture of rubber and | 1,04 0,97 -
plastics products

Manufacture of machinery | 0,75 0,9 +
and equipment n.e.c.

Total 0,63 0,85 +
Publishing, printing 0,88 0,68 -
Manufacture of basic metals 0,57 0,63 +
Tanning and dressing of 0,44 0,59 +
leather; manufacture of

luggage, handbags, saddleny,

harness and footwear

Manufacture of wearing 0,34 0,52 +
apparel; dressing and dyeing

of fur

Silviculture, Manufacture of| 0,45 0,5 +
wood and of products of

wood, manufacture of pape
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and paper products

Manufacture of textiles 0,34 0,46 +

Manufacture of fabricated | 0,42 0,45 +
metal products

Fishing, aquaculture and 0,26 0,44 +
service activities incidental
to fishing

Manufacture of furniture; 0,23 0,23 0
manufacturing n.e.c.

Agriculture, cattle raising, | 0,18 0,18 0
hunting and related service
activities

Source:Chile: los acuerdos de libre comercio y su impaatoel empleoSantiago: Oficina Internacional
del Trabajo, 2008. p. 95.

If we consider only the number of employments asted to exports with
destination to countries which had free trade agesgs in force with Chile on those
years, the results are quite similar. Once mdne, économic sectors with more
employees are the mining of metal ores (particyleopper), agriculture, cattle raising,
hunting and related service activities, silviculfumanufacture of wood and of products
of wood, manufacture of paper and paper produatsfishing, aquaculture and service
activities incidental to fishing (particularly sabm). Particular mentions shall be done to
segments with significant increases, such as theufaeture of wines, the manufacture
of chemicals and chemical products, the manufaatfifeasic metals, the production,
processing and preserving of meat and meat pradti@smanufacture of furniture;
manufacturing n.e.c., the manufacture of machiremg equipment n.e.c. and the

manufacture of dairy products.

Employment associated to exports (FTAs only) (by eaomic activity, 1996/2003)

Economic Employment 1996 Employment 2003
activity Total Direct Indirect | Total Direct | Indirect

Mining of metal | 39.332 14.596 | 24.736 107.382 25.706 81.676
ores

Agriculture, 40.794 34,588 | 6.206 92.878 78.398 14.481
cattle raising,
hunting and
related service
activities

Silviculture, 62.936 43.335 | 19.601 68.643 45908 22.735
Manufacture of
wood and of
products of
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wood,
manufacture of
paper and paper|
products

Fishing,
aquaculture and
service activities
incidental to
fishing

57.546

45.851

11.694

65.490

45.627

19.8¢

b4

Manufacture of
wines

4.050

726

3.324

25.748

7.540

18.20

Processing and
preserving of
fruit and
vegetables

23.085

7.319

15.767

19.736

7.350

12.38

Manufacture of
chemicals and
chemical
products

5.334

2.461

2.873

14.629

5.339

9.290

Manufacture of
basic metals

3.210

2.041

1.169

13.129

8.051

5.078

Production,
processing and
preserving of
meat and meat
products

1.163

169

994

12.657

2.382

10.27

Manufacture of
furniture;
manufacturing
n.e.c.

235

191

44

6.510

5.296

1.214

Manufacture of
machinery and
equipment n.e.c.

1.003

573

430

5.228

2.749

2.479

Manufacture of
dairy products

298

75

223

2.663

567

2.096

Manufacture of
rubber and
plastics products

2.589

1.316

1.273

Manufacture of
other food
products

2.264

928

1.336

Manufacture of
textiles

1.929

1.325

603

Manufacture of
wearing apparel,
dressing and
dyeing of fur

1.625

1.215

409

1.664

1.093

571

Manufacture of
fabricated metal
products

1.555

1.069

486
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Publishing, 0 0
printing

943

560

383

Tanning and 401 278
dressing of
leather;
manufacture of
luggage,
handbags,
saddlery, harness

and footwear

123

680

427

253

Manufacture of | 0 0
other non-
metallic mineral
products

546

265

281

Manufacture of | 662 214
vegetable and
animal oils and

fats

447

234

73

161

Total 241.672 153.632

88.040

447.097

241.9

@95.128

Source:Chile: los acuerdos de libre comercio y su impaaricel emplecSantiago: Oficina Internacional

del Trabajo, 2008. p. 97.

More, also on this case there was also a signifie@niation between the

economic activities analyzed, from relevant jobs&s— manufacture of vegetable and

animal oils and fats (-64,7%) - until major job &tien on sectors such as manufacture

of basic metals (309,0%), manufacture of machirerg equipment n.e.c. (421,5%),

manufacture of wines (535,7%), manufacture of damgyducts (794,3%), production,

processing and preserving of meat and meat prod98&,2%) and manufacture of

furniture, manufacturing n.e.c. (2.672,9%).

Employment associated to exports (FTAs only) (% vaation 1996/2003)

Manufacture of vegetable and animal oils64,7
and fats
Processing and preserving of fruit and | -14,5

vegetables

Manufacture of wearing apparel; dressif
and dyeing of fur

Q.4

Silviculture, Manufacture of wood and o
products of wood, manufacture of paper
and paper products

fo,1

Fishing, aquaculture and service activiti
incidental to fishing

43,8

Tanning and dressing of leather;

69,7

manufacture of luggage, handbags,
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saddlery, harness and footwear

Total 85,0

Agriculture, cattle raising, hunting and | 127,7
related service activities

Mining of metal ores 173,0
Manufacture of chemicals and chemical 174,2
products

Manufacture of basic metals 309,0
Manufacture of machinery and equipmend21,5
n.e.c.

Manufacture of wines 535,7
Manufacture of dairy products 794,3

Production, processing and preserving 0088,2
meat and meat products

Manufacture of furniture; manufacturing| 2.672,9
n.e.c.

Source:Chile: los acuerdos de libre comercio y su impaaricel emplecSantiago: Oficina Internacional
del Trabajo, 2008. p. 98.

Furthermore, the relationship between direct amliréct employment positions
associated to exports to those preferential traders is also very similar to the same

data concerning the total exports.

Relationship between direct and indirect employmentssociated to exports (FTAsS
only) (by economic activity, 1996/2003)

Economic activity 1996 2003 Variation
Production, processing and| 5,88 4,31 -
preserving of meat and meat

products

Manufacture of dairy 2,98 3,69 +
products

Mining of metal ores 1,69 3,18 +
Manufacture of wines 4,58 2,41 -
Manufacture of vegetable | 2,09 2,2 +
and animal oils and fats

Manufacture of chemicals | 1,17 1,74 +
and chemical products

Processing and preserving 02,15 1,69 -
fruit and vegetables

Manufacture of other food | - 1,44

products

Manufacture of other non- | - 1,06

metallic mineral products

Manufacture of rubber and | - 0,97

plastics products
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Manufacture of machinery | 0,75 0,9 +
and equipment n.e.c.

Total 0,57 0,85 +
Publishing, printing - 0,68

Manufacture of basic metals 0,57 0,63 +
Tanning and dressing of 0,44 0,59 +

leather; manufacture of
luggage, handbags, saddlery,
harness and footwear

Manufacture of wearing 0,34 0,52 +
apparel; dressing and dyeing

of fur

Silviculture, Manufacture of | 0,45 0,5 +

wood and of products of
wood, manufacture of pape
and paper products

Manufacture of textiles - 0,46
Manufacture of fabricated | - 0,45

metal products

Fishing, aquaculture and 0,26 0,44 +
service activities incidental

to fishing

Manufacture of furniture; 0,23 0,23 0
manufacturing n.e.c.

Agriculture, cattle raising, | 0,18 0,18 0
hunting and related service

activities

Source:Chile: los acuerdos de libre comercio y su impaatoel empleoSantiago: Oficina Internacional
del Trabajo, 2008. p. 99.

Many critics of FTAs argue that the increasing nemif jobs associated to the
increment on exports would be compensated by adbssiployment in other sectors,
particularly in those linked to products which armported from the Chilean preferential
trade partners.

For this reason, the ILO developed an investigattaming to define the
estimated number of workers which would be employedChile if Chile stopped
importing from its FTA partners. The most partlodse workers would be employed on
sectors associated to agriculture, cattle raisimgnting and related activities and
silviculture, manufacture of wood and of productsmeod, manufacture of paper and

paper products.

Employment associated to imports (FTAs only) (by emomic activity, estimated,
2003)
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Economic activity Total Direct Indirect
employment employment | employment

Agriculture, cattle raising, | 13.433 11.281 2.152

hunting and related service

activities

Silviculture, manufacture of | 13.420 11.633 1.787

wood and of products of

wood, manufacture of pape

and paper products

Fishing, aquaculture and 907 637 270

service activities incidental

to fishing

Mining of coal and lignite; | 2.767 2.276 491

extraction of peat

Production, processing and| 603 505 99

preserving of meat and meat

products

Processing and preserving 0652 466 186

fruit and vegetables

Manufacture of vegetable | 737 576 161

and animal oils and fats

Manufacture of dairy 992 802 190

products

Manufacture of grain mill 683 570 113

products

Manufacture of sugar 485 405 81

Manufacture of other food | 2.859 2.185 674

products

Manufacture of wines 61 49 12

Manufacture of beers and | 287 217 70

non-alcoholic beverages

Manufacture of tobacco 284 215 69

products

Manufacture of textiles 13.318 8.434 4.883

Manufacture of wearing 31.256 12.185 19.070

apparel; dressing and dyeing

of fur

Tanning and dressing of 10.933 7.503 3.430

leather; manufacture of

luggage, handbags, saddlery,

harness and footwear

Publishing, printing 4.456 3.321 1.135

Manufacture of rubber and | 9.864 7.580 2.284

plastics products

Manufacture of other non- | 3.899 3.193 705

metallic mineral products

Manufacture of basic metals 8.140 6.907 1.234
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Manufacture of fabricated | 19.276 16.838 2.439
metal products

Manufacture of furniture; 23.005 19.007 3.998
manufacturing n.e.c.
Total 162.317 116.785 45.532

Source:Chile: los acuerdos de libre comercio y su impaaricel emplecSantiago: Oficina Internacional
del Trabajo, 2008. p. 109.

In addition, the ILO study demonstrated that thé employment (positions

created because of the increment on exports mims#tigns lost because of the
increment on imports) is positive. Of course som@nemic sectors were constrained to
reduce their working force, such as the cases afuféature of vegetable and animal
oils and fats, manufacture of grain mill productgnufacture of sugar, manufacture of
beers and non-alcoholic beverages, manufacturéhef dood products, manufacture of
tobacco products, manufacture of textiles, manufaadf wearing apparel; dressing and
dyeing of fur, tanning and dressing of leather; ofaature of luggage, handbags,
saddlery, harness and footwear, publishing, prntmanufacture of rubber and plastics
products, manufacture of other non-metallic minembducts, manufacture of
fabricated metal products and manufacture of furaitmanufacturing n.e.c..
However, there were significant gains on activitsesh as agriculture, cattle raising,
hunting and related service activities, silvicutuManufacture of wood and of products
of wood, manufacture of paper and paper produdhjnfy, aquaculture and service
activities incidental to fishing, mining of coal cdfignite; extraction of peat, mining of
metal ores, production, processing and preservihgmeat and meat products,
processing and preserving of fruit and vegetabheanufacture of dairy products,
manufacture of wines, manufacture of chemicalsdmamical products, manufacture of
basic metals and manufacture of machinery and ewgnpn.e.c..

After all calculations, the ILO estimation is thBTAs brought, in 2003, an
increment of 273.440 job positions, being 124.55@all ones and 148.882 indirect

ones.
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Net employment, considering employment associated exports and imports (FTAs only) (by economic actity, 2003)

Economic activity Employment (exports FTAS) Employment (imports FTAS) Net employment

Total Direct Indirect | Total Direct Indirect Total Direct Indirect
Agriculture, cattle raising, 94.354 79.603 14.751 13.433 11.281 2.152 80.921 32@8. | 12.599
hunting and related service
activities
Silviculture, Manufacture of 62.507 41.799 20.708 13.420 11.633 1.787 49.087 1680. | 18.921
wood and of products of wood,
manufacture of paper and paper
products
Fishing, aquaculture and servicé7.186 47.258 19.928 907 637 270 66.279 46.621 589.6
activities incidental to fishing
Mining of coal and lignite; 20.428 8.156 12.272 2.767 2.276 491 17.661 5.880 .7811
extraction of peat
Mining of metal ores 81.493 19.509 61.984 81.4939.509 61.984
Production, processing and 11.786 1.564 10.222 603 505 99 11.183 1.059 10.124
preserving of meat and meat
products
Processing and preserving of | 20.193 7.534 12.659 652 466 186 19.541 7.068 12.473
fruit and vegetables
Manufacture of vegetable and | 123 40 83 737 576 161 -615 -537 -78
animal oils and fats
Manufacture of dairy products 1.786 360 1.426 992 02 8 190 794 -442 1.236
Manufacture of grain mill 683 570 113 -683 -570 -113
products
Manufacture of sugar 485 405 81 -485 -405 -81
Manufacture of other food 2.334 1.087 1.247 2.859| .182 674 -524 -1.098 573

195




products

Manufacture of wines 26.243 7.684 18.55¢ 61 49 12 6.183 | 7.635 18.547
Manufacture of beers and non- 287 217 70 -287 -217 -70
alcoholic beverages

Manufacture of tobacco 284 215 69 -284 -215 -69
products

Manufacture of textiles 2.111 1.450 660 13.318 8.43 | 4.883 -11.207| -6.984 -4.223
Manufacture of wearing apparel1.600 1.050 549 31.256 12.185 19.070 -29.656 -51.13-18.521
dressing and dyeing of fur

Tanning and dressing of leather743 469 275 10.933 7.503 3.430 -10.190 -7.034 63.15
manufacture of luggage,

handbags, saddlery, harness and

footwear

Publishing, printing 1.097 651 446 4.456 3.321 %.13 -3.359 | -2.670 -689
Manufacture of chemicals and | 12.684 4.626 8.058 12.684 4.626 8.058
chemical products

Manufacture of rubber and 2.000 1.017 984 9.864 7.580 2.284 -7.864  -6.564 304L.
plastics products

Manufacture of other non- 623 302 321 3.899 3.193 705 -3.275  -2.891 -384
metallic mineral products

Manufacture of basic metals 12.006 7.362 4.644 (B.14 | 6.907 1.234 3.866 455 3.410
Manufacture of fabricated metal2.122 1.458 663 19.276 16.838 2.439 -17.155 -15.379.775
products

Manufacture of machinery and| 5.821 3.061 2.760 5.821 3.061 2.760
equipment n.e.c.

Manufacture of furniture; 6.517 5.302 1.125 23.005 19.007 3.998 -16.488 0B3.7 -2.782
manufacturing n.e.c.

Total 435.757 241.343| 194414 162.31Y 116.785 4553 | 273.440| 124.558| 148.882
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Source:Chile: los acuerdos de libre comercio y su impaatcel empleoSantiago: Oficina Internacional del Trabajo, 2008110.
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Furthermore, the study demonstrated that for elS$ million®® exported, twenty job
positions were created in 1996, a number whichegeed to 33,1 in 2003.

Contrariwise, the number of employments createdefach US$ million of foreign
direct investment in Chile declined from 92,8 im6%o 58,5 in 2003. Even tough, it is still a

significant rate, which shows the key importancénofeasing FDI on the labour market.

1996

2003

Number of
employments
for each US$
million (of
2003)
exported

20,0

33,1

Number of
employments
for each US$
million (of
2003) of FDI

92,8

58,5

Source: Chile: los acuerdos de libre comercio yispacto en el empled@antiago: Oficina Internacional del

Trabajo, 2008. p. 141.

Other conclusions of the ILO study are expressetheriable below:

Years Employment | Employment | Employment
(total) (direct) (indirect)

Exports

1996 Number 557.393 342.322 215.070
% of total 100 61,4 38,6

2003 Number 716.624 388.026 328.598
% of total 100 54,1 45,9

Foreign Direct Investments (FDI)

1996 Number 64.513 39.696 24.817
% of total 100 61,5 38,5

2003 Number 59.728 37.282 22.446
% of total 100 64,2 37,6

Exports + Foreign Direct Investments

1996 Number 621.906 382.018 239.887
% of total 100 61,4 38,6

2003 Number 776.352 425.308 351.044
% of total 100 54,8 45,2

Exports related to FTAS

1996 Number 241.600 153.300 88.000
% of total 100 63,5 36,4

% Currency of 2003.
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2003 Number 447.100 242.000 205.100

% of total 100 54,1 45,9

Source: Chile: los acuerdos de libre comercio yimpacto en el empledantiago: Oficina Internacional del
Trabajo, 2008. p. 141.

In sum, the ILO investigation demonstrated thatn—aoquantitative perspective — the
establishment of Chilean free trade policies amdcitnsequent signature of FTAs produced an
environment favorable to the creation of new jolsippons, particularly because of the
increment on exports and on the increment of for@gestment in Chile. Even if some sectors
were constrained to reduce personnel, the totalengtloyment is favorable to the South
American country.

However, an increment on the employment level mostbe the only objective of the
Chilean authorities on the establishment of itshneoaic policies. More than creating jobs it is
necessary reducing social inequalities, implemegnbetter work conditions, setting up an
efficient social security system and ensuring t@enplishment with fundamental ILO rights.

Therefore, after those considerations, we are r&adgt into the core part of this thesis:
a qualitative analysis of the influence of socilaluses on the Chilean labour and social security
laws and policies. Consequently, the next stepsusfresearch will be the analysis of the
formal and the material contents of the labour l&gns established on the most relevant
bilateral free trade agreements signed by Chil@ssits enforcement mechanisms, topics which

will be developed on the following chapters of ttissis.
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8. LABOUR PROVISIONS ON THE CHILEAN MOST RELEVANT TRAD E
AGREEMENTS

“Peace is a natural effect of trade.”
Charles de Montesquie(1689-1755), French political
thinker

Chile is a pioneer on the insertion of labor isstiedree trade agreements, and, in some
way, overlapped the traditional exclusive domairnhef ILO on this field. If the ILO counts in
praxis only on moral sanctions, and the WTO dodsnterfere on labour rights protection (e.g.
the deadlocks faced by the Doha Round), the Chileate model may be an example for an
international society in constant evolution.

Therefore, it is significant proceeding a comparatinvestigation concerning the
treatment of labour regulations on recent tradeemgents signed by Chile. At a first glance,
there is a particular interest on the analysisheftteaties involving the United States and the
European Union, not just because of the economigoitance of those agreements, but
peculiarly because they represent completely deveexrspectives on labour provisions. This
scrutiny is remarkable since those agreements ytypio extremes of a spectrum which
includes several other international trade treatiesh will be discussed on a further moment.

By on side, the U.S. — Chile FTA may be consideaadexample of a pragmatic,
objective and case-oriented treaty, with an Aredtah approach of labour regulations. Its
teleological nature may be clearly inferred by thet that it sets up the possibility of concrete
sanctions on violations concerning the labour aceasidering labour provisions as objective
elements of a pluralistic trade relationship. Thainmconcern is to establish a dispute
settlement system able to ensure the accomplishofemiternational labour principles, and
rules must be seen as important measures in ardaroid unfair commercial competence (the
so called “social dumping”). Therefore, the partiesmpromise themselves on the
accomplishment of their own national regulation&i@l, moreover, must be compatible with
international standards), aiming to build up a ied stable and previsible bilateral trade
system.

On the other hand, the agreement signed betweda &l the European Union is an
example of an idealist conception of labor protettibased on declarations of non-mandatory
principles, without the imposition of penalties the case of infringements. This non-binding
conception is certainly more convergent with th® IDeclaration of Philadelphialébour is
not a commodity, nevertheless, this moral dimension lacks ondhancy. Its main strengths

are related to the increment of cooperation angtbmotion of common values, bin, praxis
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it does not overcome the challenge of imposingrinat&onal labour standards and avoiding
breaches of peremptory labour norms, remaininghensame abstract level of general ILO
provisions, with non-binding content.

Nonetheless, the principal scope of this sectid iealistic analyze the roots of those
different labour policies and their consequennoesoncrety and peradventure, try to assimilate
the best characteristics of every model, overcontivegyy apparently dichotomical nature, in
order to set up bilateral trade systems able tect¥fely guarantee the accomplishment of

international labour standards.

8.1. CHILE — UNITED STATES FREE TRADE AGREEMENT

8.1.1. Antecedents

The first attempt to conclude a free trade agre¢rbetween Chile and the United
States was proposed still on the early 90°s, jfter ahe Chilean redemocratization, as a

»40

consequence of tHénitiative for the Americas™" promoted by the President George H. Bush

a1
Nevertheless, it was only during Clinton’s Admirasibn that some kind of formal
negotiations started out. In 1994, President BilintGn unilaterally invited the Chilean
President, Eduardo Frei, to take part of arrangésreonking for the Chilean adherence on the
North American Free Trade Agreement. Initially, theS. had the purpose to make Chile
NAFTA*s fourth friend®, notwithstanding, the radical opposition of reletvaocial actors -
particularly American Trade Unions like the AFL-Clahd several environmental NGOs -

40 CUGAT, Alejandro MarisioUna cronica de la aprobacién del TLC en el Congrdedos Estados Unido®.
80. “Las conversaciones para la suscripcion delu® d@ntre Chile y los Estados Unidos de Américaeseantan
a los inicios de los afios 90, cuando el entoncesidente George H. Bush dio a conocer la “Inicagara las
Ameéricas” (...)".

“1 VARGO, Reginala negociacién del Acuerdo de Libre Comercio EEWlhile. p. 72. “(...) las discusiones
conceptuales sobre lazos comerciales mas estrecli@slos EEUU y Chile comenzaron ya durante lengra
Administracion Bush,no mucho después de que elegtoyNAFTA tomaba cuerpo y Chile estaba retornantio
democracia.”

“2 NAFTA: North American Free Trade Agreement, inclsince January*11994.

43 CUGAT, Alejandro MarisioOp.cit. p. 80. “(...) en noviembre de 1994, con ocasiénadBrimera Cumbre de
las Américas, el Presidente Bill Clinton — junto Rxesidente de México y el Primer Ministro de Canad
invitaron a Chile a convertirse en el “cuarto arfigb NAFTA. Chile vio frustrado su deseo, pues gspuesta
tampoco prosperé al no lograr la Administraciom@in, en 1997, obtener del Congreso la renovacibriagt-
track.”
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against the NAFTA enlargement, summed with Clirgoiack offast-trackauthority* on the
period after 1997, constrained the American govemirto renounce of this first idea.

Even tough, the Chilean government followed itsmay strategy and decided to
establish bilateral negotiations with all NAFTA migens one by one, and eventually signed
FTAs with Canada, in 1998 and Mexico, in 1998. Those two trade agreements were deeply
delimited by the NAFTA framework, with labour contments being regulated by side
understandings based on the provisions statedebNAALC (North American Agreement on
Labour Cooperation).

Exempli gratia Chile and Canada subscribed a Labor Cooperatigneenerit’ - the
first treaty ever signed by the Chilean governmatking trade and labour norms — with a
fundamentally equal structure than the one statetthe NAALC. Its main scope is to promote
labor rights on both parties, raising labor staddan specific areas. Also, cooperation must be
enforced by a bilateral ministerial Labor CoopenatiCommission. Moreover, Chile and
Canada commit themselves with the accomplishmettieaf own national labour legislations,
with mutual supervision. In the case of unaccorhptient of labor provisions there is a
possibility of the constitution of a Paffelwhich may impose a fé&that must be assigned to a
fund aiming to promote labour rights on both pattiln accordance with this treaty, withal,
there is no possibility to impose concrete tradecgans on the parties for breaches on labour
standards.

Notwithstanding, at the end of Clinton’s Adminisiva, there was a growing social
consensus against the NAFTA model — and specigiiynat the NAALC regulations — which
was taken as the main ground of millions of jodsks and less secure job positions. Therefore,
the U.S. authorities were processing a brand neyotision scheme for their future FTAS,
binding ILO labour standards and trade sanctiohg flrst countries chosen to subscribe this
model of FTA with the United States were Jordamg8pore and Chile, all of them small
countries, with small impact on the American tréddéance, but with remarkable geopolitical

importance.

*1d. p. 87. “Para solucionar los problemas de competese ide6 el fast-track, mediante el cual el Cesgr
otorga al Presidente la facultad de negociar aocsetdmerciales y le asegura una tramitacion exaealitambio
de un amplio proceso de consultas entre el Ejexzytiel Congreso. Pero la caracteristica esencldbdetrack o
TPA es que impide la introduccién de enmiendasdudg concluida una negociacion entre Estados y sésta
somete a un voto de aprobacién o rechazo, up on dote.”

> Signed on December 5th, 1996. In force since Stily1997.

“8 Signed on April 1%, 1998. In force since August'11999.

" Which also entered into force in Jul§} 8997.

8 Composed by five members, indicated by the parties

9 The fee must be enfoced by competent nationaksour
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8.1.2. Why Chile?

The United States have many non-commercial, yep@éial interests on the Chilean
trade agreement. Chile has been chosen by thedJ8ittes as their commercial partpar
excellencen South America for several reasons, such as:

a) Signing and FTA with Chile may be analyzed asfitst step of a new American
trade policy, which privileges bilateral and regbtiberalization arrangements, taking into
account the deadlocks faced by multilateral trasfgotiations, particularly the ones of the Doha
Round on the WTO;

b) Moreover, it is a way to elude the resistancesamine Latin American countries
regarding to the FTAA/ALCA’ agreemenit. A net of bilateral trade agreements could be an
alternative to this strategy;

c) Also, the U.S. - Chile FTA is an outcome foe threscent presence of foreign
capitals in Latin America, particularly Europeardafssian ones. So, the agreement may be
seen as a countermeasure against that competenattempt to keep the American economic
supremacy on the continent, “a later developmetti@Monroe Doctrine”;

d) Furthermore, the agreement with Chile debédgategional arrangements such as the
MERCOSUR and the Andean Community, trade blocs khiould create or accentuate
difficulties for the American economic interests3nuth Americ.

e) And finally, the United States have great irgerim strengthening the Chilean
political model, whose stability and transparencgcigively contribute to increase its
competitiveness on the international market. Thdtddn States support certain Chilean
characteristics, as the liberalized economy, thedorruption levels, the political stability, the
juridical security, and efficient regulation secfolOn this sense, United States have interest to
impulse the Chilean development, setting it up gmltical and economical framework to

other Latin American countrigs

0 Free Trade Area of the Americas.

1 VARGO, ReginaOp cit p.78. “El TLC ha elevado, igualmente, las espeaare intensificado el interés en el
libre comercio a través de América Latina.”

%2 CADERMATORI, JoséChile: El Tratado de Libre Comercio con EEUU, unldrce después de la firma
2003. p.1.

3 BJANCHI, Andres.

> VARGO, Regina.Op. cit. p. 73. “Desde el punto de vista de los Estados didna de nuestras mas altas
prioridades era abrir mercados y expandir nuesipastunidades, asi como enviar una sefial a lepan
desarrollo, particularmente en América Latina, eanto a que los paises que, como Chile, llevabaaba
reformas econdmica orientadas a la liberalizac&mtbrcado, recebirian nuestro fuerte apoyo.”
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8.1.3. Starting the negotiations

In November 2000 the Clinton Administration annogsh¢he beginning of negotiations
with Singapore and Chile, and the intention toudel significant commitments on the labour
and on the environmental fields on the main bodyhoke innovative free trade agreements
what, inspired on the U.S. —Jordan PTAcould be directly linked to trade sanctions.

The formal negotiations with Chile started on Debemé" 2000, on a commercial
meeting between the US Trade Representative (USR®Yert Zoellick and the Chilean

External Relations Minister, Maria Soledad Alvear.
8.1.3.1. The Chilean leap of faith:

It is meaningful that in spite of the deep consermmong the Chilean society that the
U.S.-Chile FTA would be a relevant tool in ordemproceed with the successful Chilean liberal
trade agenda, and that many significant econompoidpnities would be developed by this
agreement, the experienced Chilean negotiation *feauas reticent in order to immediately
start negotiations, because of their uncertainuarptopitious status on that time.

At first because Chile did not agree with the Aroani imposition to include on the
main body of an FTA a labour chapter with the ipovation of an enforcement mechanism
with the concrete possibility of employing tradens#gons. Chilean authorities would better
adopt a separate agreement based on the NAFTA/NAfdplate or on the cooperation
agreement that was being negotiated between Otileree European Unidh— with a Labour
Chapter giving emphasis on cooperation activities with the establishment of non-binding

principles and general objectives.

% CUGAT, Alejandro Marisio.Op.cit. p. 81. “La diferencia surgi6 por el deseo de Isgafos Unidos de
mencionar que ellas estarian basadas en el maxtdlanp, algo que en ese momento Chile no estapaedito a
aceptar, pues podria significar adquirir comprosiiem materias laborales y medioambientales, simiesa
haberlos evaluado.”

* VARGO, Regina.Op cit p. 74. “En muchos sentidos, los negociadoreserbd aportaron mas de tal
expericencia en las negociaciones, pues Chile ldsarrollado una agenda de negociaciones mas acfines
de los 90"

" The Chile-European Union Association Agreement sigaed on November 182002, and it is in effect since
February I, 2003 (complete effect since Marcti,12005). Complementary agreements were also sigitedhe
inclusion of new European countries in 2004 an2ida?.
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More, there was a double leap of faftby the Chilean authorities, since (1) there was
an imminent change on the U.S. Administration - indwauld easily obstruct negotiations - and
(2) there was no warranty that President GeorgeBMgh would get the necessdnst-track
authority from the Congress -canditio sine qua nofor a successful FTA negotiation — which
would be another obstacle that could embarrasgasthone even more this already complex

process.
8.1.3.2. First reactions
8.1.3.2.1.Republicans x Democrats

Again, the main discussion mark between Republicand Democrats was the
introduction of a labour chapter on the body of Bi& with a sanctionatory mechanism able
to enforce condemnations in case of ILO labourddests violations.

Democrats supported the Jordan model, with thetiaddof an efficient mechanism in
order to enforce environmental and labour standaidse they believed that commercial and
social matters could not be treated separated feach other® Therefore, they were still
reticent with the US-Chile FTA, since the Chileantherities expressly declared their
preference for an FTA based on the NAFTA/NAALC feamork®.

On the other hand, Republicans supported the Chipeaition, arguing that trade and
labour topics should be treated on separate dodsPheand without the possibility of trade
sanctioning on social mattets.Nevertheless, the GOP had the concern that thdesud
beginning of the negotiations — at the nearly ehlinton’s mandate — would necessarily
create complications and constrains for the negp(Rlican) Administration, preferring to let

the initiative of starting the negotiations on toavenience of President George W. Bush.

8 CUGAT, Alejandro MarisioOp.cit. p.81. “Para Chile aqui hubo un doble leap of faRlimero, porque era
inminente el cambio de gobierno en los EE.UU., d@eéna que iniciAbamos con Clinton y debiamos seguir
Bush. Segundo — y muy importante- que aceptabaegaciar sin fast-track, algo eminentemente arrdgsga
*1d. p. 82. “Pero predominaba etonces, entre los kdises demdcratas, una actitud que podria denassinar
“fundamentalista” (...) en el mundo contemporameose podian separar los temas comerciales deianesst
sociales tan trascendentes como los asuntos lasoral medioambiente.”

®d. p. 85. “Un aspecto contencioso era, precisamehtmtonces explicito y publico rechazo de Chileciuir
los temas laborales y medioambientales dentrowtgpo principal del TLC, ya que al adoptarse esidatidad el
tema de las sanciones quedaria también fuera dgd@principal.”

1 1d. p. 82. %(...) la inclusi6n de temas laborales gdinambientales (...) era algo a lo que ellos smizm
permanentemente, argumentando que dichas matehb&mndser objeto de instrumentos separados.”

%2 VARGO, Regina.Op cit p.75. “Divergencias en cuanto a si debian incamse, y de qué manera,
salvaguardias en materia laboral y de protecciébiemal en los acuerdos, por ejemplo, detuvierangdos la
sancion parlamentaria de la aprobacién rapidd (...)
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8.1.3.2.2.Trade Unions and NGOs

A blue/green (trade unions/environmental sectocsgliton was formed against the
U.S. FTAs policy, and specially against the agregshich did not contemplate an effective
mechanism in order to enforce social clauses.

American trade unions utterly rejected all sortdreé trade agreements, and remained
with a negative attitude during the whole negatiatiprocess with Chile and Singapore.
Particularly on that moment, the AFL-C3D - the most influential American worker’s
organization — defended that both Chile and Singaga not comply with ILO standards, and
strongly suggested that those countries shouldrmeftheir legislations before that any
agreement could be taken into fdtce

8.1.3.2.3.Employers

The Chilean Embassy in the U.S. performed a relevabby before American
employers, and consequently received a major stgbaeveral key actors of that category,
peculiarly the ones linked to non-agricultural prots and to the services sector. Nevertheless,
it is important mentioning that many employers ~+tipalarly on the textile sector - were
deeply concerned with the possibility that the €l FTA could be used as a model for future
negotiations with other partners, defending that Would not be convenient for the protection
of economic U.S. interests, since many countrieaatacount with the same protection level of

labor standards than Chile and could easily promotéal dumping

8.1.4. The TPA challenge (2000-August 2001)

In accordance with the U.S. Constitution, the Rlesi is the authority responsible to
conduct external relations, and has the full coempst in order to subscribe international
treaties, but it is the American Congress whickhes responsible to regulate topics related to
international trade.

In order to solve this discrepancy, the infra-ctagbnal U.S. federal legislation

encompasses a mechanism narast-track(or Trade Promotion Authority - TPA), in which

63 American Federation of Labour — Congress of Irtomal Organizations.

4 CUGAT, Alejandro MarisioOp.cit.p. 86."Para la AFL-CIO, Chile y Singapur no cufaplcon dicho requisito
y sugeria que ambos paises debian reformar sus dyes de la entrada en vigencia de los acuesdoign el
lenguaje que se incluyera en los tratados impliqaeaello ocurriria oportunamente.”
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the Congress grants the President the power taiaggmternational trade agreements with the
condition that the final text — which must acquihee status of American legislation, and
therefore it is known as amplementation law —must be subject to an “up or down” vote
before the Congress, without the possibility tdude any kind of formal amendments.

On 11" May 2001 the President Bush solicited the TPAdsen his reasons to the
Congress, which included a toolbox that mention&é@ incorporation of labor and
environmental clauses on negotiations, but withoudking reference to any kind of
commercial sanctiofid

Important democrat politicians like Senators Thonfdaschle and Max Baucus
publically defended that fast-trackauthority would not be desirable unless there whgal
guarantee that every trade agreement negotiatéaeby.S. Administration would be based on
the Jordan model, with the concrete possibilityeicur to trade sanctions to breaches on labour
and environmental standards.

The Administration was deeply engaged in ordempiarave the TPA before the WTO's
Ministerial Meeting in Doha, scheduled for NovenfBesut, in spite of the many efforts in
order to convince the Congress to approve the &tho many important economic sectors —
as agriculture and textiles — still opposed intenssistance, and thiast-track seemed to
remain far.

Those divergences between Republicans, Dems anctitilesociety built up an
unsought panorama for the Bush Administration, dfilincertainties concerning the future of
the TPA and the U.S. “governability”, bringing upetconsequent formal stop on all American
international trade negotiations. Nonethelessy dlfte terrorist attacks on Septembel”1the
political circumstances were thoroughly modifiéd

8.1.5. The September 11 and the TPA approval (September 2001 — August 20P2

The seventh negotiation round between Chile andUtiiteed States was taking place in

Washington D.C. when the Septembef" I&rrorist attacks fell out. Attending a personal

% |d. p. 88 “Incluyé una “caja de herramientas” (toolpgara considerar, conjuntamente con las negociasio
comerciales, normas referidas a rabajo y medioantdjgero sin ninguna referencia a sanciones coaiescd
multas, consideradas indispensables por los detadgpara aprobarla.”

®9-13 November 2001.

7 CUGAT, Alejandro MarisioOp.cit. p. 89. “A fines de agosto de 2001 — aproximandagecha de la reunion
Ministerial de la OMC en Doha — la Administraciéam esforzaba para obtener la TPA, herramienta cersid
esencial para avanzar en la agenda comercialnatienal.”

% |d. p. 89 “Los tragicos sucesos del 11 de septienalere2001 (...) abrieron nuevas y mas auspicionsas
perspectivas para la aprobacion del fast-track.”
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request of President Bush to President L&tthe negotiations were not interrupted, as a clear
evidence that the U.S. Administration firmly infedr that the FTA was an important symbol
that countries may progress when working togeter.that moment free trade became not
only an economic issue, but more than that, it imeca matter of National Security, being one
of the most important American weapons againsbitism’’.

A first consequence of the attacks was the ovenegrof the Republican resistance -
against trade sanctions on social clauses - anaddhsequent quick approval of the U.S. -
Jordan FTA, as a clear attempt to send a positagsaye to the Arab Woffd

Afterwards, the Executive became a nationalist g building up a unifying
national alliance and, on this new scenario, Deatsctrade unions and NGOs had no choice
than supporting all governmental efforts taken mstaihe “common enem{?, what included
the strengthening of the free trade policies aral ibcessary approval of the TPA at the
Congress.

A new bipartite TPA proposal, denominated “Thoma®lBy Project®, was then put
forward. This new project comprehended an enforeémeechanism for social clauses — a
Democrat claim —, among other relevant subjectb siscas the preservation of the American
Anti-dumping legislation, achievements on the felof intellectual property, e-commerce,
transparency and the elimination of agriculturdisdies”.

Only a few days before the scheduled vote dayAthministration was still uncertain

whether it had already the necessary number okvaterder to approve the TPA or not. On

% VARGO, Regina.Op cit p.76. “La mafiana del 11 de septiembre de 200lgmupo de negociadores
norteamericanos y chilenos trabajaba intensameniee @niversidad Howard, en Washington (...) Tododemos
aun recordar cémo nuestro trabajo se detuvo, miemos ibamos dando cuenta de la gravedad de Itosjue
terroristas habian hecho (...) Pero el Presidenigh Bhablé con el Presidente Lagos y ambos estuvideo
acuerdo: las negociaciones tenian que continuae gue era un momento dificil, para el equipteaanericano
en particular, ambos Presidentes estaban fuertentemvencidos de que un TLC Estados Unidos-Chéeuer
simbolo importante para el mundo del progreso gymsible cuando dos naciones trabajan unidas.”

0 CUGAT, Alejandro MarisioOp.cit. p. 90. “(...) la nueva etapa politico-estratégigistente en el pais y en el
mundo y transformando al libre comercio en unaamignta mas en la lucha contra el terrorismo.”

1d. p. 89.”Un primer efecto de los atentados fue fida aprobacién en el Congreso del TLC con Jordania
pesar que contaba con fuerte oposicién republidaraial fue dejada de lado a la luz de los acomtentos y por
los deseos de la Administracion de enviar sefiasiiyas al mundo arabe.

2 |bid. p. 90. “Los sindicatos y ONG ambientalistas, tamialmente opositores a la TPA, se encontraban
inmovilizados” (...) “El liderazgo demdcrata tamiige esforzaba por mostrar espiritu unitario ycaungresistas
se sentian de una o otra forma inhibidos antertgpaéa nacionalista del Ejecutivo.”

"*HR 3005.

" CUGAT, Alejandro Marisio.Op.cit. p. 91. “La propuesta bipartidista Thomas/Doolegdaba respaldar la
eliminacién de barreras en las areas de servi@omsersiones, agricultura y comercio electréniowjorar la
transparencia y resguardar la propriedad intelecteducir o eliminar los subsidios que restaramaagos a la
agricultura estadounidense; permitir nuevos acigecdmerciales, incorporando como un objetivo negtmsi los
temas laboral y ambiental y su cumplimiento (erdarent); preservar la legislacion anti-dumping estatlense;
y, promover las consultas entre el Ejecutivo y&giklativo estableciendo un “Grupo Legislativo deevision’,
amplio, bipartidista y permanente.”
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that moment the USTR and the President Bush pdigdnad to influence and to convince
reticent groups such as theew Democrats and protectionist Republicans, offering series of
personal concessions in key-areas such as agrieulextiles and steel industfY.

Finally, on December'2001, the TPA Thomas/Dooley was approved at thenier
of Representatives by only one vote (215X214

Concomitantly, at the Senate, a distinct TPA projgas proposed by Senators Max
Baucus and Charles Grassfeyexpressly referring to the current negotiatiorith WChile and
Singapore.

It is noteworthy that the Senate was divided comog the future approval of the
Chilean FTA. On March 2001 a group of 54 Congressiwéhich included Senators Baucus
and Grassley) communicated the USTR that Chile ldh@liminate barriers to several
American agricultural products, and fended for niegions based on the Jordan model, with
guarantees of enforcement for labour clalises

Another group, defending the Chilean FTA, argueat timany firms had lost
opportunities in Chile with the absence of an FTéting theCaterpillar case - and stated that
Chile was already concluding negotiations with tB&), what would make the trade
competition even hard®rat the region.

It was only on the end of May 2002 that the TPA wapproved at the Senate by 66
votes against 30, after last-minute negotiatiors thcluded thelrade Adjustment Assistance
(TAA — aiming to help workers that lose their jobscause of trade agreements) and the
Andean Trade Preference A&TPA — binding preferences for Andean countried the fight
against drug trafficking).

Having approved different TPA projects at the Senand at the House of

Representatives, it was necessary harmonize throgec{s on a Conference, what brought up

> |deologically moderated .

® CUGAT, Alejandro MarisioOp.cit. “(...) el President Bush y el USTR Zoellick sostanconversaciones con
congresistas demécratas y republicanos indecisgsofreciendo apoyos — y fondos — para las inicat
especificas de cada congresista, acambio de su (vojdLa oposicion del sector agricola, iniciatee la mas
dura, fue en gran parte neutralizada medianteretiohiento de apoyo doméstico (ley Agricola) y geréura de
mercados externos (OMC). Otros sectores, comotl yeel de acero también pidieron concesiones.”

" There were 5 abstentions and two Republicans @thtigir votes on the last minute.

8 On December 14, 2001.

" CUGAT, Alejandro MarisioOp.cit. p. 94. “(...) surgfan iniciativas preocupantesrapal proceso negociador,
como la de 54 senadores (...) quienes (...) salfiait al USTR a principios de marzo de 2001 quexiggeen a
Chile la eliminacion de las practicas que injusiflamente restringian el acceso al mercado chillentos
productos agricolas estadounidenses — referiermdag bandas de precios y a las inspecciones sasitie la
carne —y a la homologacion de sus cortes.

8 1d. p. 94 “La historia de la pérdida de oportunidades deirsdg empresas — como por ejemplo Caterpillar —
debido a la ausencia de un TLC con los EEUU vy istencia de acuerdos de nustro pais con Canadacd/igel
MERCOSUR, asi como la finalizacion de las negooiaes de Chile con la Unidn Europea, mientras Ios\EE
permanecian paralizados, eran algunos de los argashgue empleaban.”
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new incessant debates concerning the loss of jaiswould happen as a necessary result of
FTAS™,
But in July 27" 2002 the TPA was approved at the House of Repiatbers 218%2173)
and at the Senate, and President George W. Bualtyfilormalized it on th&rade Actsigned
on August &, 2002.

8.1.6. The Iraq’s case and the FTA signature

After the Trade Actpromulgation negotiations with Chile were restarfédn September
2002, and were concluded on Decembéf @Rthe same yeft On January 36 2003, the
Executive sent a notification to the Congress, comgating about the intention to subscribe
the treaty with Chil®.

Notwithstanding, on March 2003 the United Statessented a resolution condemning
Iraq at the UN Security Council, and many Congressnpublically asked for Chilean
support’, even conditioning the approval of the FTA on @telean vote at the United Nations.

In April 2003 the American government began to euffressure from the press and
from Democrats (particularly from tHéew Democrads who claimed against the political use
of trade agreemerits since the Administration was deliberately postpgrthe Chilean FTA,
while the treaty with Singapore (a wartime ally)safallowing the normal procedures. At the

8 Ibid. p. 96. “Los demécratas (...) llamaron en todos tsos a votar en contra, usando como principal
argumento la pérdida de fuentes laborales quguacio acarrean los acuerdos comerciales.”

8225 Democrats and 190 Republicans.

8 27 Republicans, 183 Democrats and 2 Independants.

8 VARGO, ReginaOp cit p.76. “Nuestras conversaciones recibieron urtduenpulso por la aprobacion, por el
Conrgreso norteamericano, de la Facultad de Pré@mat2l Comercio (...) dot6 a los negociadores deElBUU

del mandato y orientacion para resolver una seriastintos de concepcion avanzada, inlcuyendo telrdaboral
(..).”

% CUGAT, Alejandro MarisioOp.cit. p. 98. “Una vez aprobada la via rapida, las negimies con Chile — que
se encontraban en compas de espera — se vierémdina destrabadas, reiniciandose en septiembg002.”
“(...) las negociaciones con Chile finalizaron amadrugada del 12 de diciembre de 2002.”

8 1d. p. 109 “La notificacién del Ejecutivo — a ambasn@&as del Congreso — de si ntencién de suscribr los
acuerdos con Chile y Singapur, si bien no teniagptiefinido, se produjo el 30 de enero de 2003a@erdo a la
TPA, el acuerdo no podia ser suscrito antes quiesei transcurrido 90 dias calendarios desde esfeacion.”

8 Ibid. p. 99. “Algunos parlamentarios solicitaban abieetate el apoyo de Chile a la resolucién preseniada
Espafia, los Estados Unidos y el Reino Unido. Secéran manifestaciones directas sobre la preoiupac
existente en el Congreso acerca de como Chilerénsti voto en el Consejo de Seguridad.”

8 |bid. p. 111 “Algunos comentaristas sostenian que ebofitico de los TLC — para gratificar o penalizalos
Estados por sus posiciones en politica exterigereraba criticas en los circulos académicospemkdios
empresariales y entre algunos miembros del Congpesvendo en peligro no sélo la creacion del ALGHo
también la credibilidad de los Estados Unidos enreria de negociaciones comerciales. La demora en la
suscripcién del TLC con Chile era abiertamente timeada, sobre todo por considerarse a nuestrocpais un
lider exitoso en la aplicacion de politicas ecorm@mide libre mercado y como ejemplo de democratable y
moderada.”
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end, trade interests overcame the American “disappent” with one of its “true friends”,
inasmuch as the FTA approval continued to have miajportance for both countri&s
This process culminated with a meeting, on Aprif' 2&tween the U.S. Secretary of

State Colin Powell and the Chilean Foreign Affdiiister Maria Soledad Alvear, in which
the American government re-ensured the commitmeétit @hile®, a statement which was
repeated on May"and &' by the President Bush himsglf

After several revisions rounds and an accurateskation process, on June 6 2003 the
FTA was finally signed, in Miani.

The next step would be the necessary “up” voteatt.S. Congress.

8.1.7. The FTA negotiation process at the U.S. Congress @8ust 2002/June 2003)

The Chilean Embassy in Washington developed a plaorder to promote the Chilean
cause among the American Congressmen, facilitatireg approval of the FTA and its
correspondentimplementation LaW, promoting series of seminars, conferences and
roundtables, the release of issue papers on camsiaV topics, a website with mail lists, visits
of Congressmen and staffers to Chile, etc.

Also, pro Chile lobby groups like thé&/hip Teamand theU.S. - Chile Free Trade
Coalition’ — representing more than 400 American companigisyed a major role on the

% |bid. p. 101. “El mensaje que la Embajada de Chile eshigton transmitia a sus interlocutores era gale —
igual que antes de las deliberaciones del Consef@edjuridad — la aprobacion del TLC entre ChilesyHE.UU.
continuaba siendo un objectivo muy importante pandos paises”.

% |bid. p. 112. “El Secretario Powell sostuvo que el Tle@fa firmado de todas maneras, por tratarse dauyn
buen acuerdo, pero la Administracion estaba esgerahmomento mas apropiado para hacerlo, de maleera
asegurarse de que existieran en el Congreso los soficientes que garantizaran su aprobacion.”

% Ibid. “El 6 de mayo de 2003 se realiz6 la ceremoniardeafdel TLC entre los Estados Unidos y Singapan, ¢
la participacion del Primer Ministro Goh Chok Towmgel Presidente George W. Bush. Este Ultimo hiza un
referencia breve y directa a Chile en su discuesstamos finalizando nuestro pacto con Chiledar) ocasién de
la visita a Washington del Presidente del Gobiesmafiol, José Maria Aznar, el 8 de mayo de 200%esidente
Bush formulé la siguiente declaracion a la prefsaemos un importante acuerdo de libre comercioGhile,
que vamos mover hacia adelante.”

%2 VARGO, ReginaOp cit p. 77. “Luego de varios meses mas de revisiéal|ed Representate de Comercio de
los Estados Unidos Robert B. Zoellick y la Ministla Relaciones Exteriores de Chile Soledad Alvear s
encontraron en la Mansion Vizcaya, en Miami, eefuhio de 2003, para firmar el acuerdo.”

% CUGAT, Alejandro MarisioOp.cit. p. 115. “Finalmente, la Administracién propuso dadirma del TLC se
celebrara en Miami, el 6 de junio de 2003, por laitfra Soledad Alvear y el USTR Robert Zoellick.”

% d. p. 101. %(...) la Embajada disefi6 — en coordinaaon la Cancilleria — un Plan de Accién destinado
promover y facilitar la aprobacion, en el Congrestadounidense, del TLC y su correspondiente Lagdsi de
Implementacion.”

% |bid. p. 106. “Esta agrupacion, creada en enero de paeB8impulsionar la aprobacién del TLC en el Cesgr
de los EE.UU., estuvo integrada por la US. Chandfe€ommerce, la National Association of Manufacsure
NAM, el Council of the Americas y la Business Rourable.
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negotiations. Important American Senators alsggulaas champions for the Chilean cdfise
on a particular intense effort in order to convimekictant groups as tidew Democratsthe
Hispanic caucusind theNew Dog¥’.

Concerning the AFL-CIO it was evident that they Wwbuever support a free trade
agreement, and particularly one signed by the RegaubAdministration of George W. Bush.
Nevertheless, the Chilean lobby achieved its gsice the FTA received only moderate
criticisms from therf. The AFL-CIO stated on a public hearing, on Jué that it will not
be possible supporting the FTA, since the currepesgences, particularly the NAFTA, had
been harmful for workers, with thousands of jobskxs More, American unionists (who were
in deep touch with the Chilean CUT) argued thatdheent Chilean government was able to
protect workers, but that it was not possible tedmt what could occur on a near future.
Furthermore, they stated that the Chilean modeldcaot be used as a template for future
negotiations, on a‘one-size-fits-all” logic, since different countries have their own
specificities on the treatment of labour issuesheir internal legislatior's.

This position found echoes among some labour piiotest democrat Congressmen,
such as John Coyers, Sherrod Brown, Rosa deLawmyMKaptur and Janice Schakow&Ry
and among NGOs, remarkably tRablic Citizens-Global Trade Watch for Fair Trade

However, on that time, after the intense Chileasbig there was a general conviction
among American Congressmen that the Chilean agrdehss treated labour issues on a
satisfying mannéP?, in spite of a certain concern that the agreemenld serve as a template

for future negotiatiort§? 1%

% |bid. p. 105. “Al respecto, algunos representantes yasasores cumplieron un rol fundamental en la peigno
del TLC y en la obtencion de los votos. Destactaleor desarrollada por los representantes reputdgdudith
Biggert, David Dreier y Pete Sessions, y por losderatas Calvin “Cal” Dooley, Earl Blumenauer y Davis,
entre otros.”

" Conservative group of Democrats.

% CUGAT, Alejandro MarisioOp.cit. p. 109. “En cuanto a la AFL-CIO, esta poderosdearenacion sindical se
encontraba comprometida en todas las luchas closti@cuerdos comerciales — y se sabia que corfénc@n su
campafia de rechazo- , mas adn si el acuerdo eogiadg por una Administracion republicana. Se aaTsi, por

lo tanto, necesario intentar a lo menos atenuaivel de su campafia contra el TLC, lo que en alguedida se
logré, pues finalmente sus ataques al TLC con Ghdeon moderados.”

% 1d. p. 115. “(...) la AFL-CIO sefalaba que — a difeiandel respaldo otorgado al TLC con Jordania -, no
apoyarian el de Chile. SOstenian que los acueligestes, como el NAFTA, no habian sido beneficigsans los
trabajadores y que, por el contrario, se traduefapérdidas de empleos.Los sindicalistas estadensgd que
mantenian un buen diadlogo con la CUT creian quacklal gobierno chileno protegia adecuadamentesa lo
trabajadores, pero no podian saber lo que ocusirial futuro. Ademas, sostenian que si bien Glrdeun pais
pequefio y distante, por lo que no representabaetin peligro, el TLC estaba siendo presentado como
"modelo” a ser empleado en futuras negociaciones.”

190 1pid. “(...) que se oponian a las iniciativas pro liboenercio, por estimar que ellas generan pérdidaatees
laborales”.

191 bid. p. 114. “Se estimaba que los temas laborales yometbientales habian sido adecuadamente abordados y
que no serian mas controversiales, al obligarspdess al cumplimiento de las provisiones labgrdi@mésticas
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Eventually, the TLC was approved at the House qgirBsentatives with 278 votes
(against 158 on July 24", 2003, and at the Senate by 66 votes (againsir8BAugust i’
After that, on September®32003, the President George W. Bush signedrtigementation
Law'® The U.S. Administration underlined the Chilean oegil leadership and its political
and economical stability; stressed the high expiects concerning the future of U.S.- Chilean
cooperatio’”; and demonstrated its satisfaction with the safigf treatment of labour

regulations on the agreem&Hit
8.1.8. General trade results

The U.S. — Chile Trade had a remarkable increasee sihe FTA signaturédexempli
gratia, just analyzing the trade on goods, in 2003 th® had imported U$ 3,7 billion from
Chile, and had exported U$2,7 billion . On 200&sth numbers were U$ 7,7 billion and U$
10,9 billion, respectively®.

Trade - Chile-United States— (US$ millions)°

2005 2006 2007 2008 2009
Chilean 6.248 8.940 8.420 7.793,54 5.646,32
exports
Chilean 4,708 5.570 7.269 10.939,17 7.183,87
imports
Trade 1.540 3.370 1.150,7 -3.145,63 -1.537,54
balance

y al establecerse el cumplimiento de los estanddeeta OIT, algo que en Chile ocurria. También téxis
conformidade entre los republicanos con el mecamiaoordado para resolver las disputas, el cual ease de
incumplimiento por una de las partes incluia lalgbdad de multas — es decir, no s6lo sancioneseroiales.”

192 |hid. p. 113. “Al mismo tiempo, se nos comenté que ropeudente que el USTR pretendiera utilizar el TLC
con Chile como modelo o plantilla para futuras mégmones, pues no todos los paises poseian unzatica
laboral equivalente a la chilena.”

193 VARGO, Regina.Op cit p.78. “El TLC EEUU-Chile sera especialmente intapte en dar forma a los
acuerdos de alto nivel, plurilaterales, que henomsenzado a explorar en el marco de la ALCA.

194195 Republicans and 75 Democrats.

19527 Republicans, 128 Democrats and one independent.

19| aw 108-77/2003.

197 CUGAT, Alejandro MarisioOp.cit. p. 124. “Destacé los beneficios del Acuerdo pamattabajadores y las
empresas estadounidenses. Se referio a Chile comamigo, que habia demosntrado las virtudes de lib
comercio y de politicas solidas. Por dltimo, seftalé, al ser Chile un pionero en la region, no pbtigresaria
como pais, sino que con ello impulsaria el crecitoien todo el Hemisferio”

198 \VARGO, ReginaOp cit p. 77. “ (...) alcanzamos acuerdos en disposisiafe vanguardia que incorporan,
entre otras materias, fuerte protecciéon a los tieretaborales y al medioambiente protegiendo, ainoitiempo,
la soberania de cada pais. Pusimos, igualmentenaimiento algunas valiosas iniciativas bilateratbes
cooperacién para mejorar practicas laborales’(...).

199 50urce U.S. Census Bureau.

19 s0urce:Direcon.
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(Chilean)

Total trade 10.956 14.510 15.688,5 18.732,71 12.830,19

8.1.9. Labor contents
8.1.9.1. Labor rights protected by the FTA

The labour chapter of the Chilean-U.S. Free Tragieement (Chapter 18) starts with a
shared commitment made by the parties in which tleaffirm their obligations as ILO
members, with a special reference to the 1998 Detadm on Fundamental Principles and
Rights at Work'>. In addition, the agreement sets forth &'fstf internationally recognized
labour rights which should be recognized and ptetedoy both domestic legislationd
including:

(a) the right of association;

(b) the right to organize and bargain collectively;

(c) a prohibition on the use of any form of foraadcompulsory
labor;

(d) a minimum age for the employment of childrerd ahe
prohibition and elimination of the worst forms diild labor;

and

11 Article18.1.1 — “The Parties reaffirm their obligations as mensbof thelnternational Labor Organization
(ILO) and their commitments under tHeO Declaration on Fundamental Principles and Riglat Work and its
Follow-up (1998) Each Party shall strive to ensure that such lgbimciples and the internationally recognized
labor rights set forth in Article 18.8 are recogrdzand protected by its domestic law.”

112 Article 18.8— “Definitions - For purposes of this Chapter:datawsmeans a Party’s statutes or regulations, or
provisions thereof, that are directly related te thllowing internationally recognized labor righa) the right of
association; (b) the right to organize and bargaifectively; (c) a prohibition on the use of amyrh of forced or
compulsory labor; (d) a minimum age for the emplewinof children and the prohibition and eliminatioithe
worst forms of child labor; and (e) acceptable dtos of work with respect to minimum wages, hoafsvork,
and occupational safety and health.

For greater certainty, the setting of standardslewels in respect of minimum wages by each Pdrajl 1ot be
subject to obligations under this Chapter. EacliyRaobligations under this Chapter pertain to ecifug the level

of the general minimum wage established by thatyPar

statutes or regulatiomeeans: (a) for the United States, acts of the Gzazgor regulations promulgated pursuant
to acts of the Congress that are enforceable higract the federal government; and (b) for Chilefsaor
regulations promulgated pursuant to acts that afereeable by the agency charged with enforcindeZhiabor
laws.”

113 Article 18.1.2 ~“Recognizing the right of each Party to estabiistown domestic labor standards, and to adopt
or modify accordingly its labor laws, each Partalsistrive to ensure that its laws provide for lalstandards
consistent with the internationally recognized labghts set forth in Article 18.8 and shall strieimprove those
standards in that light.”
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(e) acceptable conditions of work with respect tonimum
wages, hours of work, and occupational safety aaadiin.

Those registered rights, however, are not the omgs which are protected by the
agreement, since from that first joint statemeig ftossible to infer that the FTA encompasses
all labour rights acknowledged as fundamental leylLIO.

A first aspect to highlight is that this list brgip, on the items (a), (b), (c) and (d),
rights incorporated on the referred ILO Declaratitdvevertheless, one of the leading ILO
principles, the é&limination of any form of discrimination in respeto employment and
occupatiori — expressly protected by the 1998 Declaratios rat mentioned on the FTA text.

There is no potential interpretation unless congide the Article 18.8 a mere
exemplificative clausenumerus apertysan open passage that gives to the interpreter the
possibility to incorporate other worldwide recogedzlabour rights. Therefore, the principle of
non-discrimination in employment and work must besidered as an integrant element of the
FTA, being guaranteed byit.

A second remark is that the agreement states lileapdrties shall ensuracceptable
conditions of work with respect to minimum wagesird of work, and occupational safety and
healti — a rule which has no fundamental status accgtdito the ILO Declaration.

Consequently, since there is no pre-establishegrpgrdtation for that clause, it is
possible to conclude that, concerning “minimum wiagehile and the United States must
guarantee the existence and effective applicati@angeneral minimum wage, nevertheless, the
parties assume no commitment in order to ensurpeaifc pay level, and are not even
prohibited to low the current minimum wage- at least on acceptable levels.

Moreover, regarding working hours, occupationaksabnd health, there are also no
specific norms or parameters to be applied by #régs . The only commitment assumed by
the States is to have internal legislation andcpedi on those fields — in accordance to standard

ILO criteria — respecting the countries particulas and economic conditions.

114 OPEZ, DiegoLabour Rights in the Free Trade Agreement betwedte@nd the United StateSantiago de
Chile: Oxfam, 2004. p. 59. “(...) it is correctgtate that the obligation imposed by the Agreemanboth States
to recognize and protect fundamental labour riglaisp includes non-discrinimation in emplymement an
occupation, as this is a labour principle of thghlist order for the ILO (...) and is consideredoas of the
fundamental rights that constitutes US labour lagan”.

151d. p. 60. “The Agreement only compels the Partiesravide a valid guaranteed general minimum wage and
to effetively and completely apply such a wage tigltout each State. (...) there is no attempt tabéish
obligatory minimum wage levels or to progressivahprove working conditions (...) the Chilean Sté&enot
compelled by the FTA to maintain a specific levédl minimum wage (...) although strictly speakingg th
Agreement prevents either Chile or the US from ldmgetheir minimum wages to an unnaceptable level.”

1% pid. p. 61. “As regard acceptable conditions in relaiorworking hours and occupational health and gafet
the Agreement’s clauses make the same referentlieemiihe Chilean nor the US State is obliged &peet a set
number of working hours in each day or week, oceparameters of health and safety in the waakpl”
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8.1.9.2. The prohibition of social dumping

The labour regulations presented on the agreemermit@ctly and exclusively linked to
trade objectives. That is to say that the main egoprder to include the protection of labour
standards is not the human dimension, but the esmnone. The clauses have the essential
aim to avoid unfair competition through a unilatexghdrawing or debilitation of elementary
labour standards — on a praxis known as social chgnppherefore — unfortunately — the FTA
brings no labour protection for workers on fieldbieh are not bound to bilateral trade or
investments.

Article 18.2.2 ensures thait“is inappropriate to encourage trade or investiéy
weakening or reducing the protections afforded omdstic labor laws More, the parties
“shall strive to ensure that it does not waive drentvise derogate from, or offer to waive or
otherwise derogate from, such laws in a manner theakens or reduces adherence to the
internationally recognized labor rights referred o Article 18.8 as an encouragement for
trade with the other Party, or as an encouragemtant the establishment, acquisition,

expansion, or retention of an investment in itsitieny.”

8.1.9.3. Ensuring law’s enforcement

More than merely guaranteeing the subsistence adaguate labour legislation, the
FTA aims to certify the effective enforcement obsk laws.

Article 18.2.1.(a) prescribes that the partishdil not fail to effectively enforce its
labor laws, through a sustained or recurring coutdeaction or inaction, in a manner affecting
trade between the Partied'’ However, this obligation is not absolute, sinbe tack of
enforcement may generate no penalty whether itrastiged with good faith, on a regular
exercise of sovereigntyfExempli gratia the FTA stipulates that the both parties rethia t
discretion on their decisions concerning the aliocaof funds on labour matters, respecting

the existence of additional internal prioriti&s

17 Article 18.2.1.-(a) A Party shall not fail to effectively enfordts labor laws, through a sustained or recurring
course of action or inaction, in a manner affectiragle between the Parties, after the date of entoyforce of
this Agreement.”

118 Article 18.2.1- “(b) The Parties recognize that each Party netgte right to exercise discretion with respect to
investigatory, prosecutorial, regulatory, and cdenmde matters and to make decisions regardinglibeation of
resources to enforcement with respect to other ledadters determined to have higher priorities. gkdingly, the
Parties understand that a Party is in compliantle svibparagraph (a) where a course of action ctiorareflects

a reasonable exercise of such discretion, or efulin abona fidedecision regarding the allocation of resources.”
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8.1.9.4. Procedural guarantees

Furthermore, the treaty states that the parties stuse to ensure minimum levels of
procedural guarantees and public awareness ofréspective labor regulations.

At first, each party shall make certain that evperson with a legally recognized
interest under its law in a particular topic havepgr access to tribunals (judicial tribunals of
general, labor or other specific jurisdictions, ggadicial tribunals, or administrative
tribunals}*®, in accordance with fair, equitable, and transpapeocedure’$®. More, the FTA
guarantees the access to jurisdictional remé&diés order to enforce the internal labor
legislations, which must be publifé As well, there is a clause prohibiting the r@wisor
reopening of judicial decisions considering thevisions of the FTA?

Those clauses were doubtless one of the deepeltndes for Chile on the labour
field, since it faced up enormous difficulties redjag its labor justicé?* For that reason,
Chilean authorities had to promote several impesateforms on the labour legal system —
which are described on the particular chapter isfittvestigation.

8.1.9.5. Individual claims
The FTA brings no possibility to individual juditiactions against his/her respective

State or against the counterp&targuing breaches on the labour chapter of theeaugat.

Also, there is no possibility to use FTA labourudas on a private hearing, since the agreement

119 Article 18.3.1.- “Each Party shall ensure that persons with allegacognized interest under its law in a
particular matter have appropriate access to jalidbunals of general, labor or other specifidgdiction, quasi-
judicial tribunals, or administrative tribunals, gspropriate, for the enforcement of the Partyiotdaws.”

120 Article 18.3.2-. “Each Party shall ensure that its proceedimmstlie enforcement of its labor laws are fair,
equitable, and transparent.”

2L Article 18.3.3- “Each Party shall provide that the parties tohsproceedings may seek remedies to ensure the
enforcement of their rights under domestic labarsla

122 Article 18.3.5- “Each Party shall promote public awarenessfgibor laws.”

123 Article 18.3.4.-“For greater certainty, decisions by each Paijiyticial tribunals of general, labor, or other
specific jurisdiction, quasi-judicial tribunals, administrative tribunals, as appropriate, or pegdiecisions, as
well as related proceedings, shall not be subgecgvision or reopened under the provisions of @fiapter.”

124| OPEZ, DiegoOp.cit.p. 66. “There is no doubt that such provisionsarding procedural guarantees present a
significant challenge for a Chilean judicial systdmt has shown numerous deficiencies regardinguiaimatters.

In effect, the inneficiency of judicial protectidor labour rights is well known in Chile. An empkays legal
obligations are not costs that are automaticakgnainto account when hiring or firing workers; asdng woth
the difficul access to labour-related justice pohees, is added the slowness and extended lendhbdifur
hearings. And even when a sentence is passedstfatdurable to a worker or workers rights, thesflmbties of
obtaining any type of financial or other comperwatrdered by a judge are slim to say the least.”

1251d. “The FTA does not specifically envisage that asparin Chile or the United States may bring a jiadlic
action against his or her respective State. Theemurents of both states made reciprocal agreentergach
other, but did not recognise any specific labogihts for the citizens of their respective countfies
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binds only States, and private actors — such adogems — cannot be compelled to observe
higher standards than the ones prescribed on dpectve internal legislations, even in cases
of patent deficiencies.

Also, there is no possibility for Chile to bringcase before the US courts — or vice-
versa — and also, in accordance to the principlewitoriality, it is not possible to submit a
State to the jurisdiction of the counterp&tt

Notwithstanding, one interesting point is thatsitpossible for individuals to bring a
legal case against their own governments whethey tlwre directly affected by unfair
competition. Even if this right is not expresslgted of the FTA, the right to compensation is
legally recognized within both the Chilean and th® legal systemisdefined as a State has
the responsibility to provide compensation if g/ actions it has violated some right, with a
detrimental affect on a person, whether it has d@e an administrative State, via acts of
government, or as a legislative State approvingepealing laws’ That is to say that if a
certain State, by lowering labor standards on dmestic legislation, acquires comparative
advantages in a manner that it affects companid¢lseobther party, it is possible to think that
those companies may demand on their respectivesShat negligence — a particul@ute du
service. More, even workers, if affected by that unfair gmatition, may argue for

correspondent compensattoh

8.1.9.6. Cooperation

The agreement alludes, on its annex 18.5, to me&rharof cooperation between the
parties, at ministerial level, on areas such asdémental rights and their effective application,
labor relations, working conditions, issues relatedsmall and medium enterprises, social
protection, technical issues, information exchaagd implications of economic integration

between the partiés

126 |bid. p. 67. “(...) the Chilean government cannot brintegal action against the US authorities in Chilean
courts, or the US government make a demand on @hidorth American courts, basically because thiereo
higher court with authority over both countriesgdareither the US or Chile can compel the otheedtasubmit to
the jurisdiction of the counterpart country.”

127 bid. p.69. *(...) the company affected (by such exparss) bring a legal action for damages and compiemsat
against the negligent or guilty State, if such unt@mpetition proved to be effetively damaging. dAeven
workers of said company can bring a legal actioji (.

128 «(3) fundamental rights and their effective applicatidegislation, practice, and implementation relatedhe
core elements of thieO Declaration on Fundamental Principles and Rglatt Work and its Follow-up (1998)
(freedom of association and the effective recognitf the right to collective bargaining, elimiratiof all forms
of forced or compulsory labor, abolition of chilgblor, including the worst forms of child labor ionapliance with
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Some of the proposed activitigaunerus apertysare:

“(a) exchanging government delegations, professgnal
and specialists, including through study visits;

(b) sharing information, standards, regulations and
procedures and best practices, including througle th
exchange of pertinent publications and monographs;

(c) organizing joint conferences, seminars, worlksho
meetings, training sessions, and outreach and dthrca
programs;

(d) developing collaborative projects or demonsuas;

(e) undertaking joint research projects, studiesda
reports, including by engaging independent expeiith
relevant expertise;

() drawing on the expertise of academic and other
institutions in their territories in developing and
implementing cooperative programs and by encoumggin
relationships between such institutions on tecHrilaor
issues; and

(g9) engaging in technical exchanges and cooperdtion

8.1.9.7. Dispute settlement system

8.1.9.7.1.Institutional bodies

One of the most important attributes of the ChileS. Free Trade Agreement is the
possibility to recur to a foreseeable dispute eet@nt mechanism in order to solve
controversies raised on the labour field whichdlyeaffect bilateral trade.

The agreement privileges diplomatic arrangememiskihg for mutual consensus in

order to solve possible disputes. There are sevamhanisms at ministerial level which

the ILO Convention N°182 on thé/orst Forms of Child Labour (1999pmnd elimination of employment
discrimination);

(b) labor relations forms of cooperation among workers, managemenat,governments, including the resolution
of labor disputes;

(c) working conditions legislation, practice, and implementation relatedoccupational safety and health;
prevention of and compensation for work-relatedrigjs and illness; and employment conditions;

(d) issues related to small and medium enterpripgemotion of fundamental rights at work; improvem of
working conditions; forms of cooperation betweenptyers and worker representatives; and socialeptiain
services agreed between workers’ organizationsamuloyers or their associations;

(e) social protectionshuman resource development and employment tigimork benefits; social programs for
workers and their families; migrant workers; worlegljustment programs; and social protection, iralgidocial
security, income security, and health care seryices

(f) technical issues and information exchangegrams, methodologies, and experiences regamhioductivity
improvement; labor statistics, including comparabiéga; current ILO issues and activities; consiti@naand
encouragement of best labor practices; and thetaffeuse of technologies, including those that laternet-
based; and

(g) implications of economic integration betweee Barties (...)"
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include good offices, bilateral consultation, négidn and mediation. However, in extreme
cases of non adequate enforcement of domesticddbgislations, even arbitration procedures
may be used.

One of the highlights of the FTA is that it createpre-established institutional system
to deal with the main topics related to its labchapter.

At first, each party should nominate cabinet-leselequivalent representativés to
compose the Labour Affairs Council (LAC), a bilaeiorgan responsible to oversee the
implementation and review the progress of the lakesues at the parties, on periodical
meeting$®® with the advice of NGOs or independent expg@ftsif necessary. All LAC
decisions are taken by mutual agreer@ra clear sign of the important role of mutually
negotiated measures on this subject.

Also, both Chile and the US shall constitute anceffwithin the respective Labor
Ministries to serve as a contact pdiivith the counterpart and with the public in geiréfa

More, each part may establish a national consud#tatdvisory committee, responsible
to provide information concerning bilateral relevaabour matterS® to the respective
governmental authorities. The agreement does naottiome but also does not prevent, that
interested social organizations — such as tradensnt+ even without being part of the national
committees, present relevant information or evequest their own governments to activate

dispute mechanisn®.

129 Article 18.4.1 - “The Parties hereby establish a Labor Affaimu@cil, comprising cabinet-level or equivalent
representatives of the Parties, or their desighees.

130 Article 18.4.2: “The Council shall meet within the first yeartaaf the date of entry into force of this
Agreement and thereafter as often as it considersgsary to oversee the implementation of andwepiegress
under this Chapter, including the activities of ttebor Cooperation Mechanism established underclertl8.5,
and to pursue the labor objectives of this Agreamieach meeting of the Council shall include a pubéssion,
unless the Parties otherwise agree.”

131 Article 18.4.4.- “The Council shall establish its work progranmdasrocedures and may, in carrying out its
work, establish governmental working or expert gowand consult with or seek advice of non-goverrnaien
organizations or persons, including independenedsg

132 Article 18.4.5 - “All decisions of the Council shall be taken tytual agreement of the Parties and shall be
made public, unless the Council decides otherwise.”

133 Article 18.4.7.-“Each Party’s point of contact shall provide foetsubmission, receipt, and consideration of
public communications on matters related to thisér, and shall make such communications avait@btbe
other Party and the public. Each Party shall revéewh communications, as appropriate, in accordaiiteits
domestic procedures.”

134 Article 18.4.3.-“Each Party shall designate an office within &bdr ministry that shall serve as a point of
contact with the other Party, and with the puldflic,purposes of carrying out the work of the Couhci

135 Article 18.4.6.-“Each Party may convene a national consultativeadvisory committee, as appropriate,
comprising members of its public, including reprdaéives of its labor and business organizationd ather
persons to provide views regarding the implemeaniatif this Chapter.”

13 LOPEZ, Diego.Op.cit. p.71 “(...) there are no parts of the FTA which &dp either social organizations or
those interested in improving labour rights, whe &ased in either country party to the Agreemermtmf
requesting their respective government to actitteeaforementioned dispute mechanisms.”
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Another important institutional body is the Freeade Commission (FTC), which is
“made up of cabinet-level representatives of theeesve governmerit@and is ‘the body in
charge of permanently supervising the implemematod the FTA, along with all the
established committees and working groups, wittQbmmission being the highest responsible
body regarding the interpretation and applicatiohtbe Agreement and dispute resolutions
(art.21.1.5*"

8.1.9.7.2.Dispute settlement procedures

If one of the parties verifies any problem concegrtihe application of the FTA’s labour
chapter, the first step is to start bilateral coapee consultations, by delivering a written
consultation request to the Counterpart’s designaiatact poirt®
Then, the defendant State has the duty to prepentfie and sufficient information concerning
the controversial point¥’.

The first opportunity in order to settle the dispis when — afterwards — both parties
examine the issue by using all the necessary maadsmaking efforts in order to find a
mutually satisfactory resolution of the matt&r

In cases in which no agreed decision is setetie@la second chance for conciliating,
when the parties requéStto the Labour Affairs Council the resolution oktlontroversy —
through good offices, conciliation and meditatftn

If once again no solution is arranged, the partiesy recur to the Free Trade
Commission, a third attempt to reach an agreenieahvening groups of advisors, setting up
working groups, recurring to good offices, condilim and mediation or other procedures for

dispute resolution, and preparing recommendati@rs22.5)*4*

1371d. p. 74.

138 Article 18.6.1.-“A Party may request consultations with the otRarty regarding any matter arising under this
Chapter by delivering a written request to the poihcontact that the other Party has designatatkuArticle
18.4(3).”

139 Article 18.6.2 -“The Parties shall consult promptly after deliverfythe request. The requesting Party shall
provide specific and sufficient information in trequest for the other Party to respond.”

140 Article 18.6.3 -“The Parties shall make every attempt to arrivea ahutually satisfactory resolution of the
matter and may seek advice or assistance from enrspp or body they deem appropriate in order iy #damine
the matter at issue.”

141 Article 18.6.4- “If the Parties fail to resolve a matter througgnsultations, either Party may request that the
Council be convened to consider the matter by deling a written request to the other Party’s pointontact.”

142 Article 18.6.5 “The Council shall promptly convene and shall ende to resolve the matter, including, where
appropriate, by consulting outside experts andritarcourse to such procedures as good officesjlation, or
mediation.”

143 OPEZ, DiegoOp.cit.p. 75
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Nevertheless, the FTC only decides cases of namresrhent of domestic labour

legislation concerning the rights stated as fundamental byatireement (the ones stated on
article 18.8 summed to “non-discrimination”), anmfdno positive outcome is achieved within
sixty days by the LAE*14°,

In cases concerning any other situation — suchaslsence of internal laws on one of
the rights protected by the FTA, or the weakenifitalbour standards under a reasonable level
which affects bilateral trade — the controversyllshat be presented before the Ff€ and
must be decided exclusively by cooperative conBafta and, on extreme cases, may be a
reason to annul the agreeméht by the lack of good faith and violation of thengiple of
pacta sund servanda

As a last remedy, when no agreement is reached¢cake may be sent to an arbitral
panel, composed by three arbitrators selectedmevaous list in accordance to pre-established
criteria*®

The panel may accept written information givennmy-governmental organizations —
like unions and employers” associations — and, iwit20 days after the selection of the
arbitrators, the panel will submit a preliminarypoet*°. Subsequently, the parties have a final

opportunity to, within fourteen days, submit writteomments.

144 Article 18.6.6.- “If the matter concerns whether a Party is comiag to its obligations under Article
18.2(1)(a), and the Parties have failed to restteematter within 60 days of a request under pagdyrl, the
complaining Party may request consultations undgicl& 22.4 (Consultations) or a meeting of the @ussion
under Article 22.5 (Commission — Good Offices, Qbation, and Mediation) and, as provided in Chapte
Twenty-Two (Dispute Settlement), thereafter hawmuese to the other provisions of that Chapter.”

145 Article 18.6.8.-“Neither Party may have recourse to dispute se#te under this Agreement for a matter
arising under Article 18.2(1)(a) without first puisg resolution of the matter in accordance witk #rticle.”

146 Article 18.6.7. “Neither Party may have recourse to dispute se#fet under this Agreement for any matter
arising under any provision of this Chapter ottmamt Article 18.2(1)(a).”

147 | OPEZ, Diego.Op.cit. p.75. “As a consequence, if Chile or the US wereettuce the protection offered at
work, and weaken fundamental working rights in sachkay as to influence bilateral trade, it coulddggtimately
understood that the good faith of the contractiagips had been broken, so allowing a conscientiousiterpart
to annul the Agreement.”

148 Article 18.7.1- “The Parties shall establish within six montHgermthe date of entry into force of this
Agreement and maintain a roster of up to 12 indisld who are willing and able to serve as paneiistisputes
arising under Article 18.2(1)(a). Unless the Parti¢herwise agree, four members of the roster fieaielected
from among individuals who are non-Party nationadlabor roster members shall be appointed by mutual
agreement of the Parties and may be reappointeck €stablished, a roster shall remain in effecafatinimum

of three years, and shall remain in effect theezafntil the Parties constitute a new roster.”

Article 18.7.2.- “Labor roster members shall:

(a) have expertise or experience in labor law sreitforcement, or in the resolution of disputesiagi under
international agreements;

(b) be chosen strictly on the basis of objectivigliability, and sound judgment;

(c) be independent of, and not affiliated with @ke instructions from, either Party; and

(d) comply with a code of conduct to be establishedhe Commission.”

Article 18.7. 3“Where a Party claims that a dispute arises uAdgcle 18.2(1)(a), Article 22.9 (Panel Selection)
shall apply, except that the panel shall be congbeseirely of panelists meeting the qualificationgparagraph
2.

199 Article 22.12.
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The board may make further examinatifisnd, within thirty days of the presentation
of the preliminary report will submit its final reg, which must be made public on the
following fifteen days (subject to the protectioihconfidential information’y™.

Afterwards, the parties may convene on a planctba in order to apply the panel’s
decision. If within 45 days of receiving the finadport the non-enforcement has not been
corrected yet, nor the plan of action put in p@tithe complaining party may request to the
panel the establishment of an annual monetary steses to the violating Stdfé This amount
cannot be superior to US$ 15 milliBhand must be paid to a funtb“provide for appropriate
labour initiatives, including efforts to enhancevi@nforcement™®

As a final alternative, if the violating party doest pay the monetary assessment, trade
sanctions may be applied in order to collect thed@yous amount>

%0 Article 22.12.6.

151 Article 22.13.

152 Article 22.16.

53 n accordance with annex 22.16.
154 Article 22.16.4.

155 Article 22.16.5
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8.2. CHILE — EUROPEAN UNION ASSOCIATION AGREEMENT
8.2.1. Antecedents

The roots of the Association Agreement are founthenl990 Community Cooperation
Framework Agreement, which was an effective inseoton the implementation of an intense
relation between the parties developed after thiie@h re-democratizatidrf. On this treaty
the parties fostered cooperation on economic, enwiental, industrial and social fields,
recognizing the importance of common efforts on fieesecution of shared goals — especialy
on sensitive areas such as human rights protection.

Next, another Framework Agreement was signed ir6188ning in parallel with the
Intraregional Framework Cooperation Agreement sigoetween the European Union and the
Mercosur. Nevertheless, after the Chilean refusabécome a full Mercosur member, the
negotiations become independent.

Finally, the Chile-European Union Association Agrest was signed on November
18" 2002, and it is in effect since Februafly 2003 (complete effect since Marct, 2005). It
was the first agreement of this kind ever signedhjle*>’. Complementary agreements were

also signed with the inclusion of new European ¢oesin 2004 and in 2007.
8.2.2. European interests

First of all, the agreement with Chile may be ust®yd as an ‘entrance door’ in Latin
America, a pioneer agreement with a country whielomgs to a region historically kept under
American economic influence, and which has a grgwgeopolitical importance on a
globalized scenarid®

More, following American steps, Europe also has Humepe to encourage trade
liberalization policies and, considering the diffiites faced under the WTO system, bilateral

trade agreements are instruments with relevanteestent significance.

156 Before 1990 great part of the European policy Gile was developed through the action of NGOs, in
particular with the scope to restore the democrabg most significant donors were Germany, Belgi&nance,
Spain and Sweden.

157«g|] Acuerdo de Asociacién Econémica entre ChillayJnién Europea (UE) fue firmado durante el Gatier
del Presidente Ricardo Lagos Escobar. Fue el prikceerdo de Asociacion firmado por Chile y se amita
vigente desde febrero de 2003durce:Direcon.

%8 VICUNA, Francisco OrregoOp. Cit “ (...) the current process of economic globdiara is having a
potentially decisive impact on the structure oémiational society and the evolving role of int¢iorzal law”.
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Furthermore, Europe has interest on the strengtbesfiseveral common values shared
with the Chilean society, reaffirming central piples which must be universally recognized
and accomplished. Therefore, the great emphasisooperation clauses between the parties
represents an attempt of setting up an interndtiomadel of economic and social rights
protection.

It is important pointing that Europe recognizesl€hss a trade partner, and that the EU-
Chile Agreement is based on mutual interest, oiprecity, differently that what occurs on
other European treaties with developing countridsicv are not based on isonomic

premise’™.
8.2.3. General view

The bilateral trade between Europe and Chile h#fdred a significant increment since
the association agreement entered into force. Thiepean importse.g, boomed from € 4,9
billion in 2003 to € 12,1 billion in 2006. On tharse period, European exports to Chile grew
from € 3,2 billion to € 4,3 billion. Chile is, noways, the 34 major European trade partner,
being the 4% on exports and the $6n imports. Europe, on the other hand, repre22#s of
the Chilean world trad€’.

The average annual growth on the Chilean-EuropeaannUbilateral trade balance is
19,4%, far superior of the European general tradie, which growths, in average, 8,1% per

year®,

199« a Asociacién entre Chile y la UE se basa eneleiprocidad, el interés comin y la profundizaciénlas
relaciones entre Chile y la Unién Europea en tosles &mbitos y se construye sobre la base de ti@ei
politico, cooperacion y econémico.

En el ambito politico se busca fortalecer el dialag través de promover, difundir y defender losoned
democréticos, especialmente, el respeto de loshiesehumanos, la libertad de las personas y logipios del
estado de derecho. Sin embargo, se mantiene lacanta de decision en estos temas y ninguna decisitn
vinculante.

El @mbito de cooperacion, tiene por objetivo dbnir a la aplicacion de los objetivos y principidsl Acuerdo.
Se destacan cinco areas: econdémica y financieescie, tecnologia y sociedad de la informacionfucal
educacion y audiovisual; reforma del Estado y adsimacion publica; y, la cooperacion social. Uno Ide
elementos mas significativos establece la posdiligpara Chile de participar en programas de cagfier a los
cuales hoy solo tienen acceso los Estados Miend& ¢s Unién Europea.

El ambito econdmico y comercial, tiene por finatldderalizar en forma progresiva y reciproca eleso a los
mercados para los bienes, servicios y compras gabemtales; establece disciplinas comunes panaefr
desarrollo de los intercambios comerciales; codaalin ambiente de confianza para los inversionigtastablece
un mecanismo de solucién de controversias mas @gpgddirecto que el que hoy rige en la Organizacio
Mundial de Comercio (OMC).Source:Direcon.

180 Source Direccion General de Relaciones Econémicas |atiomales del Ministerio de Relaciones Exteriores
de Chile.

181 Source European Commission.
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Trade - Chile-European Union— (US$ millions)®?

2004 2005 2006 2007 2008
Chilean 7.882,05 9.266,96 15.346,22 16.128,59 17.006,8¢
exports
Chilean 3.583,44 5.032,57 5.201,83 5.972,06 7.159,46
imports
Trade 4.138,07 4.059,34 9.731,58 10.156,53 9.847,43
balance
(Chilean)
Total trade | 11.291,97 14.079,61 20.104,63 22.100,65 24.166,3%

8.2.4. Labour provisions

The Chile-UE Association agreement does not conf@epa chapter specifically
dealing with labour issues. This posture is ex@dity the fact that the main scope of the
agreement is to raise up the cooperation betweempdities, with a perspective that goes far
beyond mere trade aspects.

Obviously, labor relationships are significant ahles on both social and economical
development. The “decent labdt*'®* must be seen as eonditio sine qua noron the
development of international trade.

The Chile-EU treaty does not create concrete mesimsnto enforce labor rights, but,
on the other hand, stimulates the persecutionasfetobjectives by increasing cooperation.

The mutual commitment on the promotion of labohtsgis ensured on the article 44,

which is concerned with social cooperation:

“Article 44 - 1. The Parties recognize the importa

of social development, which must go hand in hand
with economic developmerithey will give priority to

the creation of employment and respect for
fundamental social rights, notably by promoting the
relevant conventions of the International Labour

82 50urce:Direcon.

183\VEGA-RUIZ, Maria-Luz.Libertad de asociacién, libertad sindical y el recaimiento efectivo del derecho de
negociacion colectiva en América Latina.p. 7 “Es evidente que existe un vinculo entre liaertades
democraticas (plasmado en lo social en los derebhogmnos en el trabajo) y los resultados econdémiday
ejemplos de buenos y malos resultados econémiceatemos politicos tanto democraticos como a@dos (...)
Amartya Sen (1999) ha vuelto sobre el tema ingidbeen la democracia como factor de desarrollo @owo y

en la universalidad de los valores democraticogrea que (...) no pueden y no deben ser relatoizy...)
argumentando las diferencias culturales entre gaise

%4 Trabajo decentep. 4 “No se trata simplemente de crear puestdsati@jo, sino que han de ser de una calidad
aceptable.”
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Organization covering such topics as the freedom of
association, the right to collective bargaining and
non-discrimination, the abolition of forced and Ichi
labour, and equal treatment between men and women.

(.)

The Parties will give priority to measures aimed at

(...

(c) developing and modernizing labour relations,
working conditions, social welfare and

employment security(...)"

It is clear to infer that this approach is sigraftly different than the one adopted on the
US-Chile FTA, which had a whole chapter prescribmgjruments to enforce labor rights.

Based on dialogue, the main idea of the Chile-EleAment is not to handle with labor
issues as “chips of bargain”. More coherent with HhO principles and the Declaration of
Philadelphia, the treaty is, nevertheless, mer&atisand based on a declaration of mutual

trust on the enforcement of general labor pringiple
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8.3. CHILE-CANADA

As already mentioned, during the early 90°s Chikswnvited to become NAFTA’s
fourth member. Since the negotiations did not adeasantiago decided to initiate separate
bilateral arrangements with the three North Americauntries.

The first of these bilateral agreements — deeglyenced by the NAFTA model — was
the one with Canada, signed in 1886 and in force since July"51997.

The Canadian-Chile FTA (CCFTA) is a great histdrioark for both countries, since it
was the first free trade agreement ever signeddna@a with a South American State and, on
the same way, it was the first comprehensive fr@getagreement (covering trade in goods and
services, so as bilateral investments) signed bieth

Chilean-Canadian trade is basically composed bghmary, electronics, vegetables,
minerals, chemicals, wood pulp and paper produCtsléan exports), mineral, animal and
vegetable goods, groceries, beverages, tobaccalsaetd live animals (Canadian exports).

The parties have been developing the agreementgldne last few years, with an
important mention to the inclusion of chapters rdga financial services (2007) and
government procurement (2069) More, this successful partnership will get evémrmer
since, in the words of Canadian authorities of ifpreaffairs: “as the bilateral trade
relationship moves forward, Canada will continuddok for ways to further enhance its trade
and economic relationship with Chil&®

Even more than ten years after the FTA’s signathee CCFTA keeps raising
substantially the trade between the parties, wimdre than tripled since the agreement’s

signature.

Trade - Chile-Canada— (US$ millions)®

2005 2006 2007 2008 2009

Chilean 1.069,0 1.288,7 1.201,0 1.414,6 1.213,2

16 December 8, 1996.

186 Signed on December 5, 1996, and implemented gr5Jul997, the CCFTA is a comprehensive agreenheit t
covers trade in goods and services, as well abiltieral investment relationship. The CCFTA was&ia’s first
Free Trade Agreement (FTA) with a South Americanntry, while for Chile it was the first comprehersiFTA
concluded with any counti$ource Foreign Affairs and International Trade Canada.

167 Adicionalmente, durante los afios de vigencia dee escuerdo, ambos paises han trabajado en la
profundizacion del TLC. Es asi que en el afio 2@@li£6 la negociacién del Capitulo de Servidt@sanciero y

en enero de 2009, entrd en vigencia el capitulatapras Publicos. Source: Direcon.

188 Source Foreign Affairs and International Trade Canada.

19 Source:Direcon.
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exports

Chilean 405,3 482,0 973,6 960,8 722,1
imports

Trade 663,7 806,8 227,3 453,8 491,2
balance
(Chilean)

Total trade 1.474,3 1.770,7 2.174,6 2.375,3 1.935,3

Nonetheless, the relationship between the parsigsot restricted to trade. Chile and
Canada also subscribed two important complementgyeements: the Canada-Chile
Agreement on Environmental Cooperation (CCAEC) #mel Canada-Chile Agreement on
Labour Cooperation (CCALC), strengthening the mutumperation between the parties on
those topic¥®.

The labor topics on the CCALC are basically the esamich are established by the
NAALC (North American Agreement on Labor Cooperajigrovisions, the complementary
labour agreement of the NAFTA scheme.

Regarding this issue, it is noteworthy that the TEECALC was the first trade
arrangement which included labor norms ever sidgnetthe Chilean government.

Its main scope is to promote labor rights on baditips, raising labor standards in
specific areas. Cooperation must be enforced bylol Cooperation Commission (article

8'"Y), which comprises a Labour Coundrticles 8% 10'"% and shall be assisted by the

170 En paralelo, el éxito de esta relacion fue comptetado con la firma del Acuerdo de Cooperacion iamtal
Chile-Canada (ACACHC) y el Acuerdo de Cooperaci@tdral Chile-Canada (ACLCC), ambos en vigencia a
igual fecha que el TLC. En suma los tres convesi@shan transformado desde esa fecha en elementos y
herramientas importantes de una fuerte relaci@evdl entre Canada y Chiource:Direcon.

"L Article 8 — “The Canada-Chile Commission for Labour Cooperat 1. The Parties hereby establish the
Canada-Chile Commission for Labour Cooperatio.ti®2 Commission shall comprise a ministerial Counaitl
shall be assisted by the National Secretariat df ®arty.”

172 Article 9 - “Council Structure and Procedures - 1. The Céwsiall comprise labour ministers of the Parties o
their designees. 2. The Council shall establishulss and procedures. 3. The Council shall conv@)eat least
once a year in regular session, and (b) in spseisgion at the request of either Party. Regulai@es shall be
chaired alternately by each Party. 4. The Counal tmold public sessions to report on appropriattarsa 5. The
Council may: (a) establish, and assign responsdslito, committees, working groups or expert gspugnd (b)
seek the advice of independent experts. 6. Allsiecs and recommendations of the Council shallaert by
mutual agreement, except as the Council may otkerdecide or as otherwise provided in this Agreerhen

173 Article 10 — “Council Functions- 1. The Council shall: (ayeosee the implementation and develop
recommendations on the further elaboration of fgseement and, to this end, the Council shall, ivitthree
years after the date of entry into force of thisr@ament, review its operation and effectivenesthanlight of
experience; (b) direct the work and activities oy @ommittees or working groups convened by thernCibu(c)
establish priorities for cooperative action andapgropriate, develop technical assistance progoambe matters
set out in Article 11; (d) approve the annual ptdractivities of the Commission; (e) approve foibfication,
subject to such terms or conditions as it may irepasports and studies prepared by independentrtexpe
working groups; (f) approve any reports or stugiespared jointly by the National Secretariats at tbquest of
the Council; (g) facilitate consultations throudje £xchange of information; (h) address questiodsdifferences
that may arise regarding the interpretation or igppbn of this Agreement; and (i) promote the ection and
publication of comparable data on enforcement, dalstandards and labour market indicators. 2. ThenCll
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National Secretariat of each partfarticles 13’* and 14’%. Moreover, Chile and Canada
commit themselves with the accomplishment of tlo&n national labor legislations — which
shall ‘provide for high labour standards, consistent witiigh quality and productivity
workplaces, and shall continue to strive to imprakiese standards in that light- (article
2176).

The treaty also establishes detailed proceduresecoimg cooperative consultations
between National Secretariats (articld “IPand on Ministerial level (article 26 so as enact

rules concerning evaluations by a Committee of Exspen labour-related topics (articles 21
22180 2381 and 24%),

may periodically request the National Secretartataindertake projects and activities, as approgpriat The
Council may consider any other matter within thepge of this Agreement and take such other actiothén
exercise of its functions as the Parties may agree.

174 Article 13 — “National Secretariat- 1. Each Party shall ldith a National Secretariat at the national
government level and notify the other Party ofldtsation. 2. Each Party shall designate an Exeeuigcretary
for its National Secretariat, who shall be respiolesior its administration and management. 3. Batty shall be
responsible for the operation and costs of itsdvadi Secretariat.”

17 Article 14 - "National Secretariat Functions - 1. Each NaioSecretariat shall serve as a point of contact
with: (a) governmental agencies of the Party in séhterritory the National Secretariat is locateakl () the
National Secretariat of the other Party. 2. Eachiddal Secretariat shall promptly provide publicyailable
information requested by: (a) independent experéparing reports and studies pursuant to a redueshe
Council under Article 12; (b) the National Secr&hiof the other Party; and (c) an Evaluation Cotteri of
Experts. 3. Each National Secretariat shall proWiehe submission and receipt, and periodicailpligh a list,

of public communications on labour law matters iagsin the territory of the other Party. Each Na#b
Secretariat shall review such matters, as appitepria accordance with domestic procedures. 4. Nhgonal
Secretariats shall submit joint annual reportsh® €ouncil on their activities. 5. Pursuant to quest by the
Council, the National Secretariats shall periodjcalublish a joint list of matters resolved undeartPFour or
referred to Evaluation Committees of Experts.”

7% Article 2 — “General Commitments - Affirming full respeatrfeach Party's Constitution, and recognizing the
right of each Party to establish its own domestholr standards, and to adopt or modify accordiitglyabour
laws and regulations, each Party shall ensuratthkitbour laws and regulations provide for higbdar standards,
consistent with high quality and productivity wol&pes, and shall continue to strive to improve ¢hstandards in
that light.”

7 Article 19 —“Consultations between National SecretariatsA National Secretariat may request consultations,
to be conducted in accordance with the procedwesit in paragraph 2, with the other National Steiat in
relation to the other Party's labour law, its adstration, or labour market conditions in its tery. 2. In such
consultations, the requested National Secretafiet! spromptly provide such publicly available data
information, including: (a) descriptions of its lawregulations, procedures, policies or practiftdsproposed
changes to such procedures, policies or practmed,(c) such clarifications and explanations relate such
matters, as may assist the National Secretariatsderstand better and respond to the issues rdised

178 Article 20 — “Ministerial Consultations - 1. Either Party mesquest in writing consultations with the other
Party at the ministerial level regarding any mattéhin the scope of this Agreement. The requeskagty shall
provide specific and sufficient information to alldhe requested Party to respond. 2. In such ctaiguis, the
Parties shall make every attempt to resolve theemaihcluding through the exchange of sufficientblicly
available information to enable a full examinatafrthe matter. “

179 Article 21 — “Evaluation Committee of Experts - 1. If a matteas not been resolved after ministerial
consultations pursuant to Article 20, either Partgly request in writing the establishment of an Eatibn
Committee of Experts (ECE). The requesting Partgllstieliver the request to the other Party. Subgect
paragraphs 3 and 4, the Council shall establidhG on delivery of the request. 2. The ECE shalyae, in the
light of the objectives of this Agreement and inam-adversarial manner, patterns of practice dif Batrties in the
enforcement of their occupational safety and heatttother technical labour standards as they applthe
particular matter considered by the Parties undécla 20.3. No ECE may be convened if a Party iolsta ruling
under Annex 21 that the matter: (a) is not tradatee; or (b) is not covered by mutually recognidatour
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More, in the case of non-compliance with the lapavisions there is a possibility to
start bilateral consultations (article 2%, or event to constitute a Panel (articles®260 38),
which shall set up an action plan in order to sdahe situation, and which may impose a fee
against one of the parties — which must be destinedfund with the scope to promote labor

rights.

laws. 4. No ECE may be convened regarding any mtts¢ was previously the subject of an ECE repothe
absence of such new information as would warrduattaer report.”

180 Article 22— “Rules of Procedure - 1. The Council shall digabrules of procedure for ECEs, which shall apply
unless the Council otherwise decides. The ruleprotedure shall provide that: (a) an ECE shall radism
comprise three members; (b) the chair shall bectleby the Council from a roster of experts depetbin
consultation with the International Labour Orgatiza (ILO) pursuant to Article 42 and, where possitother
members shall be selected from a roster developetthé Parties; (c) ECE members shall (i) have digeeior
experience in labour matters or other appropriddeiglines, (i) be chosen strictly on the basisobjectivity,
reliability and sound judgment, (iii) be indepentlefy and not be affiliated with or take instruetgofrom, either
Party, and (iv) comply with a code of conduct todsablished by the Council; (d) an ECE may inwtéten
submissions from the Parties and the public; (eE@& may consider, in preparing its report, anyiimfation
provided by (i) the National Secretariat of eachity?dii) organizations, institutions and personghwelevant
expertise, and (iii) the public; and (f) each Painll have a reasonable opportunity to review esmiiment on
information that the ECE receives and to make amitubmissions to the ECE. 2. The National Seéattashall
provide appropriate administrative assistance t&@g, in accordance with the rules of proceduraldished by
the Council under paragraph 1. 3. The Parties stgate on a separate budget for each ECE. Thee®atiall
contribute equally to the ECE budget. “

181 Article 23 —“Draft Evaluation Reports - 1. Within 120 days afiieis established, or such other period as the
Council may decide, the ECE shall present a degifort for consideration by the Council, which sltalhtain: (a)

a comparative assessment of the matter under evasimh; (b) its conclusions; and (c) where apgedpr
practical recommendations that may assist the daitti respect of the matter. 2. Each Party may gubriiten
views to the ECE on its draft report within 30 dayke ECE shall take such views into account irpariag its
final report.”

182 Article 24— “Final Evaluation Reports - 1. The ECE shallserg a final report to the Council within 60 days
after presentation of the draft report, unlessGoencil otherwise decides. 2. The final report kshal published
within 30 days after its presentation to the Colinanless the Council otherwise decides. 3. Thdi¢zashall
provide to each other written responses to themetendations contained in the ECE report within 89sdof its
publication. 4. The final report and such writtesponses shall be tabled for consideration by then€ll. The
Council may keep the matter under review. “

183 Article 25—“Consultations - 1. Following presentation to @®uncil under Article 24(1) of an ECE final report
that addresses the enforcement of a Party's odoophtsafety and health, child labour or minimumgea
technical labour standards, either Party may rdquesvriting consultations with the other Party atspecial
session of the Council regarding whether there b®en a persistent pattern of failure by the othamtyPto
effectively enforce such standards in respect ef deneral subject matter addressed in the repoht 2uch
consultations, the Parties shall make every attémptrive at a mutually satisfactory resolutiontlod matter. 3.
Unless agreed otherwise, the Council shall conwsitein 60 days of the delivery of the request amalls
endeavour to resolve the dispute promptly. 4. TharnCil may: (a) call on such technical adviseremate such
working groups or expert groups as it deems nepgsea (b) have recourse to good offices, conddiat
mediation or such other dispute resolution procesiuas may assist the Parties to reach a mutwuaisfectory
resolution of the dispute. 5. Where the Councilidiex that a matter is more properly covered by fsrot
agreement or arrangement to which the Parties arwy,pit shall refer the matter for appropriatei@ctin
accordance with such other agreement or arrangément

184 Article 26 — “Request for an Arbitral Panel - 1. If the mathas not been resolved within 60 days after the
Council has convened pursuant to Article 25, ther@d shall, on the written request of either Paciynvene an
arbitral panel to consider the matter where thegaltl persistent pattern of failure by the Partymlamed against
to effectively enforce its occupational safety dealth, child labour or minimum wage technical labstandards
is: (@) trade-related; and (b) covered by mutuadigognized labour laws. 2. Unless otherwise agteedhe
Parties, the panel shall be established and peifsrfanctions in a manner consistent with the iows of this
Part. “
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In accordance with the CCALC, nevertheless, the ptmmce with internationally
labour standards still exclusively depends on jalitwill, since there is no possibility of direct
external interference on domestic issues (arti@@$” and 40°%. More, the agreements
prescribes no imposition of concrete trade sanstimm the parties (similarly to what happen

with Canada under the NAFTA umbrella).

185 Article 39 —“Enforcement Principle - Nothing in this Agreerheshall be construed to empower a Party's
authorities to undertake labour law enforcemeriviiets in the territory of the other Party.”

18 Article 40— “Private Rights — Neither Party may provide doright of action under its domestic law against th
other Party on the ground that the other Partyalstesd in a manner inconsistent with this Agreement.
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8.4. CHILE-CHINA
8.4.1. Negotiations

Chile and China have a common history of significatationships both on trade and on
diplomatic issues. In 1961, Chile was the firstihafmerican State that established trade
relations with China. During Allende’s governme@hile was the first American continental
nation that set up diplomatic relations with Beifif/. More recently, during the 90’s, China
and Chile strengthened their political and econoapproximation with mutual presidential
visits and with relevant partnerships on tradetucal science, technology and investment
protectiort®® More, in 1999 Chile was the first Latin Americ&tate which recognized the
Chinese full market economy and which defended &kirentry to the WTO, and on 2002
China supported Chile as a non-permanent MembethenUN Security Council (2003-
2004)%°,

On June 2002 China proposed to start negotiatibas &TA with Chile — it was the first
Chinese non-Asian FTA — but it was only on April020that both parties realized internal
consultations in order to verify the feasibilitysafich Agreement.

Afterwards, on April 28 2004, the start of negotiations was approved, wizat formally
announced on November"12004, during the APEC Summit in Santiago.

During ten months there were five negotiation ra&itfdvhich involved complex technical
discussions — giving the significant political andltural differences between the parties —
involving several politic and diplomatic meetingsnsultations involving the civil society and
the participation of NGOs, trade unions and empi®yassociations.

The Agreement was finally signed during the 200EE&PSummit in Busan, South Korea,

and it is in force since October 2006. Additionabatiations concerning services are already

187 Speech of Wu Bangguo, Chairman of the Standing @iteenof the National People's Congress of Chiira ,
Santiago, on Septembéf,006.“Talking about China-Chile relations, the Chings®ple are most impressed by
"four first". Chile is the first Latin American catry to establish diplomatic relationship with Chijrio reach the
bilateral agreement with China on China's accessidhe WTO, to recognize China's full market ecogcstatus
and to sign the bilateral free trade agreement @hma. The "four first" is strong evidence thatilzhand Chile
are reliable friends and partners enjoying muteadfit and win-win cooperation.”
1:: Source Ministry of Foreign Affairs of the People’s Reflialof China.

Id.
190(1). Beijing — 25/01/2005 — 27/01/2005; (2). Sagti — 27/04/2005 — 29/04/2005: (3). Wuxi -28/0682060
30/06/2005; (4). Santiago — 12/09/2005 — 16/09/2(Bb Beijing — 24/10/2005 — 28/10/2005.
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concluded (and pending on ratification at the GimleCongress), and negotiations are still
ongoing on sectors such as investments and trasSfor

The exceptional increment on trade between thaegahniad made that in 2007 China
was the main destiny for Chilean products, with entbran ten billion U.S. dollars on exports,
and in 2009 — even with the emergence of the gl@ibahcial crisis — this value exceeded
eleven billion U.S. dollars. Chile is currently teecond largest Chinese trading partner in
South America, just after Brazil. Chilean basic@tp to China are copper, paper, wood, pulp,
fruits, potassium and red wine, and its imports taseiles, clothes, machinery and electrical

products.

Trade - Chile-China — (US$ millions§®?

2005 2006 2007 2008 2009
Chilean 4.481 5.033 10.051 10.005 11.892
exports
Chilean 2.629 3.599 4.931 6.827 5.117
imports
Trade 1.853 1.435 5.120 3.178 6.775
balance
(Chilean)
Total trade | 7.110 8.632 14.982 16.831 17.009

Also, it is noteworthy that the diplomatic relat®between the parties are still growing
significantly and China and Chile are currentlynpling to develop active cooperation on fields

like Antarctic exploration and on policies relatecclimate change.

8.4.2. Labor contents

Even before starting formal negotiations, Chilega®ed the inclusion of social regulations

on the main body of the FTA with Chiltd without the scope of sanctioning — even because

191 «E| Tratado de Libre Comercio entre Chile y Chin@ firmado durante el Gobierno del Presidente fdiza
Lagos Escobar. Fue el octavo TLC de Chile y el pranque China negocié con 1 pais. Se encuentemtég
desde octubre de 2006.

Al inicio de acuerdo, en 2005, se decidid realizar negociaciones por parte. Asi en una primeranoc&® se
concluyo el capitulo de Acceso de Mercados, y eih @ 2008 se firmo el protocolo para incorporare¢ TLC el

Comercio de Servicios. Actualmente este protocel@rscuentra en proceso de ratificacion en el Cengieor

otro lado, los equipos de Chile y China se encaentregociando el capitulo de Inversiones y un dcuen

materia de Transporte Aére®&@burce Direcon.

192 50urce:Direcon.
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praxis Chilean sanctions would be nearly imperceptibleheoChinese economy — but in order
to demonstrate Beijing’s good faithb@na fide¥) on this field not only to Chile, but to the
international community as a whole. In fact, theeyal widespread conception that Chinese
authorities are not aware of the problems raisethbylack of labour standards is truly false,
since Beijing has been promoting several advanoesgsanternal legislation and supervision
since 1995, aiming to adequate its norms to aofudin market globalized economy.

In order to convince its Chinese counterparts, jthet feasibility study concerning the
Chile-China Free Trade Agreement expressly state#ts chapter V1.6.B, the Chilean reasons
to include labour clauses on its FTAs:

“FTAs negotiated by the Chilean government are
cornerstones for achieving sustainable economic
development lead by international trade and invesim
The strategic goal is to improve the integratiorCiile to

the global economy and build the foundations foe th
participation of the Chilean population and socaidtors

to the benefits of economic growth and developndrite
simultaneously laying the basis for sustainable
development.

The policy of Chilean governments has been to addre
labor and environment issues, although according to
different templates, so as to show the commitmetiteo
country to these issues and to Chilean enforcerkiis
own laws, while at the same time adopting a realist
approach to the specific relationship with each dea
partner. Chile has also sought to encourage participation
of its civil society, as well as public access togedures
for the enforcement of the Parties labor and
environmental laws.”

Moreover, the document clearly states that labdauses must respect the parties’
sovereignty, based on an approach that recognizes the right atheParty to establish
domestically its own levels of protection, its pi@s and priorities and to adopt or modify its
own legislation” and “based on each Party’s own reality, laws and syste sharing mutual
commitments already established by both countrie$ specially based in cooperation and
transparency so as to allow the opportunity for hatountries to develop their trade,

investment and economic and social development.”

19 Documento explicativo TLC Chile-China y sus impacestimados. Direccion General de Relaciones
Econdmicas Internacionales — Ministerio de RelaemExteriores de Chilg@. 47. “Chile planteé a China incluir
las matérias laborales, fiel a su conviccién deEjumundo del trabajo es parte esencial de los HsCcomo para
obtener uma mayor transparencia y predictabilidadbd nuevos escenarios que crea La relacion ceenpess.
163. El equipo negociador de Chile procuro ser istarste con la postura asumida por Chile de inaapo
compromisos laborales en sus negociaciones corerdmernacionales (...)"

235



This soft approach was finally accepted by the €séncounterparts, which have been
really reticent in order to include references abdur on the main body of the free trade
agreement.

In spite of the Beijing’s reserve, it is signifitathat the Agreement’s preamble

recognizes the importance of creating job oppotiesiand raising standards of livingwhat

may be interpreted as incompatible with a reduatibfundamental labour standards:

“The Government of the People’s Republic of China
(“China”) and the Government of

the Republic of Chile (“Chile”),

(...) Recognizing that this Agreement should be
implemented with a view toward raising the standaotl
living, creating new_job _opportunitiesand promoting
sustainable development in a manner consistent with
environmental protection and conservation (...)

Have agreed as follows:”

More, the article 108 states that a separate memona would regulate cooperation on
the fields of labour and social security:

“Article 108 — Labor, Social Security and Environmbe!
Cooperation:

The Parties shall enhance their _communication and
cooperation _on labor, social security and environnte
through both the Memorandum of Understanding on
Labor and Social Security Cooperation,and the
Environmental Cooperation Agreement between the
Parties.”

Consequently, a memorandum was set up by the tWessof Labour and Social
Security of both parties (“Memorandum of Understagdon Labour and Social Security
Cooperation®**¥), and was signed just a few days after the FradéAgreement.

The document establishes a common agenda on ttefi@abour rights protection and
brings up a permanent dialogue between Chile andaCn spite of not imposing the respect
of a specific set of rights, nor binding any of tmties, the memorandum may be considered

1% Signed on November'% 2005, in Chile.
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an importance advance, for the reason that it vagitst document that China had ever signed
linking labor and trad&®.

The first important topic at the Memorandum isafty its preambfé&®, in which the
parties refer to the existence of ILO objectives] aonfirm that cooperation on the fields of
employment, training, labour inspection policiesl aocial security Will serve their mutual
interests and contribute to strengthening the relad of friendship between the two countfies.

More, the preamble refers to previous cooperatictivites on this field and to the
mutual political will in order to §give more dynamics and content to their bilateedations as
a wholé&, an open concept that unequivocally includes laltmmntents.

Nevertheless, probably the most relevant promisgthe article number one, which
mentions more specific cooperation areas and amiaternationally recognized meaningful
expressions such asdé€cent work “labour inspectioh and ‘improvement of working
conditiong™?’.

The article two states some of the means whichldhimiused in order to promote labor
cooperation, such agXchanges of information and expertjseeciprocal visits of experts and
delegationy “joint organization of seminars, workshops and nmggtifor experts regulatory
authorities and other persons concerhednd “consultations within the framework of

multilateral discussions on employment, trainingpdur and social security issues® It is

19 Documento explicativo TLC Chile-China y sus impacestimados. Direccion General de Relaciones
Econbmicas Internacionales — Ministerio de Relae®mrExteriores de Chilep. 48. “A pesar que China ha
rechazado vincular estos temas en todos sus negow®a comerciales, lo que reiter6 en forma pdarcAL
momento de su ingreso a la OMC, acept6 en el acagthde, y por primera vez, un acuerdo em el cealt®rdan
los temas laborales.”

19 (..) "Welcoming the development of their bilateralations, Affirming their political will to givemore
dynamics and content to their bilateral relatiosgavhole, Considering the objectives of the Irdéomal Labour
Organization of which the Parties have become mesnioting the exchanges and the co-operationitiesivin
the fields of employment, training, labour inspenstpolicies, social security and other related lakissues that
have already taken place between the Parties, iReaff) the commitment of the Parties to developdbetent of
their bilateral agenda and to share the knowledgk experience gained in the fields related to egmpént,
training, labour inspection policies and socialusitg, Convinced that co-operation between the iBairin the
above mentioned matters will serve their mutuaknes$ts and contribute to strengthening the relatioh
friendship between the two countries, (...)"

197 Article 1 — “The Parties shall carry out mutually agreed peration activities, more particularly in the
following fields: a) employment and labour poligiand social dialogue, including decent work, ladaws and
labour inspection; b) improvement of working coradis and workers training; c) globalization arglithpact on
employment, the working environment, industriabtielns and governance, and d) social security”.

198 Article 2— “Co-operation between the Parties shall more péatigtbe carried out by means of:

a) exchanges of information and expertise in talel$i covered by the Memorandum;

b) reciprocal visits of experts and delegations;

) joint organization of seminars, workshops ancetings for experts, regulatory authorities and ofersons
concerned; and

d) consultations within the framework of multilaaérdiscussions on employment, training, labour andial
security issues.”
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also noteworthy that this is mumerus apertugabulation that is to say that there is no
interdiction that other kinds of activities mayibeorporatedn praxis

The article three states that each party mustamelia contact point (“coordinator”), and
that they shall meet on a regular basis, everyywass'*

Regarding financiering labour cooperation, artimlenber four expressly mentions that
it “shall depend on the budgets availdkdad “shall be governed by the laws and regulations
applicable in each countty Nevertheless, éach of the Parties shall seek to secure the funds
required to support co-operation activitie®°

Moreover, article five reaffirms that the memoramdwloes not affect rights and
obligations that the Parties assumed on otherriatiemal legal instrument8® On this clause
again it is clear the concern of the Chinese aittbsrin order to defend its sovereignty, and to
avoid launching a binding mechanism applicablén&labour field.

Article six rules that the memorandurshall remain in force indefinitely unless either
Party gives notice of termination to the other Ramtith six months of advarigeand that the
expiry of this Memorandum shall not affect the disyi of arrangements already existing under
this Memorandun?®?

At last, there is a note explaining that, in smifethe fact that the memorandum has
official versions in Chinese and in Spanisin, Case of divergence of interpretation, the Erglis

text shall prevail ?*

199 Article 3- “With a view to guaranteeing the implementation ki tMemorandum, to establishing a co-
operation programme to be carried out within a gjgec period and to coordinating the co-operatiativéties
referred to in this Memorandum, each Party shagtloag a co-coordinator within the six months foliog the
entry into force of this Memorandum.

As a rule, coordinators shall meet on a regulaishbasery two years, in turn in the People’s Rejuubf China
and in the Republic of Chile. Unless agreed othsgwinternational travel costs resulting from g#utition in
meetings shall be borne by the sending Party whidehost Party shall assume, on a basis of reétgrdabe
expenses incurred locally by the participants.”

20 Article 4 - “The co-operation activities referred to in thiEemorandum shall depend on the budgets available
and shall be governed by the laws and regulatipmicable in each country. Any specific activity project
launched by mutual agreement may, if necessargiebl with in a separate agreement.

Each of the Parties shall seek to secure the fregisred to support co-operation activities andlshadertake the
co-ordination of the departments responsible feritlplementation of this Memorandum.”

2% Article 5- “Nothing in this Agreement shall affect in any yvhe rights and obligations of the Parties resglti
from any international legal instrument. “

292 Article 6 - “This Memorandum shall enter into force thirtyydaafter the date of signature and shall remain in
force indefinitely unless either Party gives notiééermination to the other Party with six monttisadvance.

The expiry of this Memorandum shall not affect thalidity of arrangements already existing unders thi
Memorandum.”

23 «Done in duplicate at Santiago of Chile, on NovemBnd, 2005, in Chinese, Spanish and English ages
each version being equally authentic. In casedif@ergence of interpretation, the English text kpedvail.”
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8.4.3. Final remarks

The most relevant aspect regarding labour proteaiothe Chile-China FTA is neither
the agreement nor the memorandum themselves — \ahéchasically restricted to cooperation
and to general declarations of objectives — buir ttygmbolic importance both to China and
Chile.

At first, the fact that China, for the first timecluded a labour topic on an FTA - and
established a common agenda with an express reteterfdecent work” - must be considered
a noteworthy step in order to embrace labour ptisiecon the international agenda. If it is
patent that China is still reticent in order toarmorate binding commitments on this field,
nevertheless, the memorandum itself is an irrefatpboof that Beijing is aware of the global
importance of this topic.

Another remarkable point is that Chile, even with relatively small economic
importance, achieved to include labour contentgshentrade negotiations with China. Chile
proved again that it is a pioneer on the FTA ardhat bilateral agreements are not mere
impositions to small countries, and that it is assly an increasing significance as global

actor.
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8.5. P4 ASSOCIATION AGREEMENT
8.5.1. Negotiations

The Trans-Pacific Strategic Economic PartnershipeAment — or P-4 treaty — is the
first FTA that bridges three Continents, and ha®itgins on the 2002 APEC Sumffift when
Chile, New Zealand and Singapore entered into ameagent to start negotiations of a trilateral
trade treaty, the P-3 (Pacific-3), through processkinternal consultations and feasibility
studies.

The first introductory meeting took place in Weljiton, on July 2003, and was
followed by five technical meetings that came abmutthe following two yeafS>. Since the
second negotiation round Brunei Darussalam tookgddhe process as an observer and, on the
beginning of the last round, it formally annountiee decision to join the P-3 group.

The negotiation process was formally ended on BHh&005 in Jeju (South Korea),
during a Ministerial APEC meeting, and the treatye known as P-4) was signed in New
Zealand on July 8of that same ye&¥, including Brunei as one of the founding members.

The Agreement came into force gradually - after ibeessary internal arrangements;
between New Zealand and Singapore the treaty camddrce on May ¥ 2006, in Brunei on
July 12", and in Chile only on Novembel’®f the same ye&t.

The scope of the P-4 agreement is to promote catpe between those four emergent
open economié® - which, independently, find difficulties on intetional discussions because
of their small scale economies. The P-4 groupwsasg to find consensus among its Members
and, through join operations and strategic coofmraperform a more significant role on the
international arena.

Therefore, the agreement is not restricted to friad@es far beyond th&f. Currently it
counts with norms on labour issues and environnhestendards, and there are ongoing

negotiations concerning financial services and sivents'°.

2941 os Cabos, Mexico.

295 First technical meeting: September 2003 (SinggpdBecond meeting: August 2004 (Wellington); Third
meeting: December 2004 (Santiago); Fourth meetiigrch 2005 (Queenstown); Fifth meeting: April 2005
(Singapore). Revision round: May 2005 (Singapore).

2% And by Brunei on August 2nd 2005.

27 The Chilean Congress approved the Agreement ote@éer 5th, 2006.

2% The members do not only have a positive internati®@valuation on economic development, but also on
institutional mechanisms, stability and governili

209«g| Acuerdo, de carécter estratégico, se fundeneacion de una asociacién econémica que vaalid@de lo
estrictamente comercial. El acuerdo aborda veiagitalos en el area comercial tales como: Comedeo
Mercancias, Reglas de Origenes, Procedimientos nkdos, Defensa comercial, Medidas Sanitarias y
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More, the main idea behind the Agreement is toesas a base for a wider alliance, a
real Free Trade Area of the Asia-Pacific regiontuatly, the treaty has an accession clatise
which aims to attract other countries to the ageseftf. On September 2008 the United States
launched negotiations in order to be a new mefibend Australia, Vietnam and Peru already

manifested intentions on this same direction.

Trade - Chile - P-4 — (US$ millions}**

2004 2005 2006 2007 2008
Chilean 81,9 99,24 76,66 138,9 161,7
exports
Chilean 53,06 71,65 71,33 158,13 195,2
imports
Trade 28,8 27,6 53 -19,2 -33,5
balance
(Chilean)
Total trade | 134,9 170,9 148,0 297,0 356,9

8.5.2. Labor contents

In spite of the fact that the main body of the Bracific Strategic Economic Partnership

Agreement only mentions labour regulations onlieamble,

“The Governments of Brunei Darussalam, the Reputfiic
Chile, New Zealand and the Republic of Singaporg (.
resolve to:

Fitosanitarias, Barreras Técnicas de Comerciofi®alle Competencia, Propiedad Intelectual, Comprdicas,
Comercio de Servicios (Servicios Financieros, Fiofeales, pagos de transferencias y DL 600 de Cliilgrada
Temporal, Transparencia, Solucion de Controversidsmas de disposiciones administrativas y geeerakn el
ambito de la cooperacion, el acuerdo contiene umdféndum de Entendimiento sobre Cooperacion Lalyaral
Acuerdo de Cooperacién Medioambient&@durce Direcon.

210 As part of the original outcome of negotiation®005 it was agreed to begin negotiations on firservices
and investment within two years of entry into far@dose negotiations began in March 2008, with Uiméed
States participating while it considered whetheeriter into negotiations to join the Trans-Padigreement on a
comprehensive basiSource: New Zealand Ministry of Foreign Affairs &adie.

211 One of the objectives of the Trans-Pacific Agrermeas to create a trade agreement that could dre &g a
model within the Asia-Pacific region and could putally attract new members. The agreement is djgen
accession “on terms to be agreed among the pabotiesny APEC economy or other stat8burce: New Zealand
Ministry of Foreign Affairs & Trade.

212 «Es importante destacar que el Acuerdo P4 contieme Clausula de Adhesién que permite que otras
economias sean APEC o no, se incorporen al Acuegflrzando con ello la intencién original de pgiseuna
mayor integracion y liberalizacién comercial enztana Asia Pacifico. Por este motivo, algunos mieslie
APEC ven al Acuerdo P4 como una importante platadode integraciéon para un eventual Acuerdo de Libre
Comercio entre paises de Asia Pacifico (FTAAP,quosigla en inglés), tema que se encuentra en pdlscasién
en el Foro APEC.Source Direcon.

3 50urce: Office of the United States Trade Represigat

2 source:Direcon.
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(..

STRENGTHEN their strategic economic partnership to
bring economic and social benefits, to create new
opportunities for employment and to improve théngjv
standards of their peoples;

(..)

ENHANCE their cooperation on labour and
environmental matters of mutual interest;

...)
the parties signed a separate memorandum of uaddisg on this aré&, in which they
reaffirm their commitment with the ILO fundamentajhts on their internal legislation and
practice$'®. More, this MoU aims to increase cooperation dateel fields and establish a
multilateral consultation mechanism.

An important highlight is that the promotion oéaknt work on the MoU is not only
linked to the elimination of trade distortions, c@nit comprehends labour on its human right
dimensiof'’. That is to say that, unlike what happens on offiBAs, the parties commit
themselves to promote better working conditions oy on sectors linked to the external
market - or that directly compete with foreign ustties - , but on the labour market as a
whole. This universalizing approach is clear amdlrticle one of the treaty, which states that:

“The objectives of the Parties shall be to:

(a) promote better understanding of each Party’solar
systems, sound labour policies and practices argrone
the capacities and capabilities of the Parties,luding
non-government sectors;

(b) provide a forum to discuss and exchange views o0
labour issues of interest or concern with a view to
reaching consensus on those issues amongst thiredvo
Parties;

(c) promote better understanding and observancéhef
principles embodied in the ILO Declaration on

215 Memorandum of Understanding on Labour Cooperatiorong the parties to the Trans-pacific Strategic
Economic Partnership Agreement.

218«En e] Memorando de Entendimiento sobre Cooperacaboral, los paises dejaron constancia de swuntadu
de mejorar las condiciones de trabajo y de vidaeyprbteger, mejorar y hacer cumplir los derechascba
laborales, en la busqueda de empleos que conllgemprincipios béasicos de la OITSource: Direcon —
Documento explicativo Acuerdo de Asociacion EstiiatP4

17 “Desiring to express an approach dealing with lakdesues based on cooperation, consultation aaidgiie
that takes account of the unique circumstancesacofi €arty, and meet the needs and future aspisatibthe
Parties; Recalling our resolve to improve workimgditions and living standards in our respectivantoes and
protect, enhance and enforce the basic workergstighking into account the different levels of ioaal
development; Acknowledging that all Parties shamenailar commitment to high level standard of labtaws,
policies and practices and are committed to uplioéan in the context of economic development andetra
liberalization; and Sharing the common aspiratibat tfree trade and investments should lead to jeltion,
decent work and meaningful jobs for workers, wéhns and conditions of employment which adherdé¢ocbre
International Labour Organizatio(ILO) labour principles”.

242



Fundamental Principles and Rights at Work and its
Follow-up (1998);

(d) support the commitments made by the Partighis
Memorandum of Understanding (MOU), with a view to
improving the working conditions and quality of wdife
amongst employees in their respective countries;

(e) improve the development and management of human
capital for enhanced employability, business ercek,
and greater productivity for the benefit of botheth
workers and enterprise; and

(f) facilitate co-operation and dialogue in ordeo t
strengthen the broader relationship between thdiesi.

More, the parties reaffirm their commitments withOl obligations (art.29),
particularly stressing the 19%®claration on Fundamental Principles and Rightshadrk and
its Follow-up (art 2.3'9).

Each party remains sovereign in order $et“their own policies and national priorities
and to set, administer and enforce their own lablamrs and regulatioris(art.2.4%%, but they
must ensure thait$ labour laws, regulations, policies and pracgcare in harmony with their
international labour commitmert€! (art.2.3). More, the parties recognize the
inappropriateness of protectionism (art?226and social dumping (art.?%), and commit
themselves to ensure transparency (aft9.7

Furthermore, the parties aim to increase coomeratn the labour fields of mutual
interest and benefits (art. 8%9. The MoU also brings a list with some of the poiss
cooperative methodsn@gmerus apertys such as“the exchange of best practice and
information, joint projects, studies, exchangesjtsj workshops and dialogue as the Parties
may agree, including in relation to internationablour forums and mattersart 3.4%9. The

218 Article 2.1- “Parties that are members of the ILO reaffirmittiobligations as such.”

219 Article 2.2— “The Parties affirm their commitment to the piples of the ILODeclaration on Fundamental
Principles and Rights at Work and its Follow-{1998).”

220 Article 2.4—"The Parties respect their sovereign rights totfseir own policies and national priorities and to
set, administer and enforce their own labour lamd r@gulations.”

221 Article 2.3— “ Each Party shall work to ensure that its lablaws, regulations, policies and practices are in
harmony with their international labour commitmehts

222 Article 2.5— “The Parties recognize that it is inappropri@teset or use their labour laws, regulations, jegic
and practices for trade protectionist purposes.

22 Article 2.6 -“The Parties recognize that it is inappropriateehzourage trade or investment by weakening or
reducing the protections afforded in domestic labaws.”

224 Article 2.7- “Each Party shall promote public awareness dib®ur laws and regulations domestically.”

22 Article 3.1— “Taking account of their national priorities aadailable resources, the Parties agree to co@perat
on labour matters of mutual interest and benefite Parties shall jointly decide specific labour pe@tive
activities.”

228 Article 3.4 —“Cooperative activities may be implemented throagbariety of means, such as the exchange of
best practice and information, joint projects, sadexchanges, visits, workshops and dialogubea®arties may
agree, including in relation to international labfarums and matters.”
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funding shall be decided by the parties on a cgseabe analysis (art.3%) taking account the
available resources.

Regarding institutional arrangements, each parsll slominate a contact point for
labour issues (art. #%), and the parties may have periodical meetingshisrtopic (art.4.%9),
in order to“establish an agreed work programme of cooperataaivities, oversee and
evaluate cooperative activities, serve as a chaforetlialogue on matters of mutual interest,
review the operation and outcomes of this MOU aravide a forum to discuss and exchange
views on labour issues of interest or concern &ithew to reaching consensus on those issues
amongst the involved Parties’Since the signature three Senior Labour officreetings
(SLOMs) came about, the first on Jund’12006, the next on Jun& 2007, and the third one
in June 11, 2008.

In case of failure on the accomplishment of thenmwstated on the memorandum, there
is the possibility to recur to a consultation pihoes, which starts with a request to the national
contact points on labour matters, and on seriosesanay be even communicated to a joint
Ministerial meeting of the interested parties &Y. It is noteworthy that the MoU does not
include any kind of formal sanctioning, but strest®at the parties shélnake every effort to
reach a consensus on the matter through co-operationsultation and dialogue(art. 5.2°%.

This non-sanctionatory approach is coherent withgblicies of the parties. The New
Zealand Ministry of Foreign Affairs & Trade stressehat ih any provisions agreed in the

context of negotiating a bilateral trade or econoragreementdialogue and consensus will

be preferred to penalties or sanctioas a way of making progress on labour standarsiges.

The government’s aim will be to focus discussiotabbur issues, and provide a forum for
action and progress to be made, bgnsensus _and not _coerciorin a bilateral context.

Whether this is done in provisions in the agreesmémemselves, or in some other manner, is a

227 Article 3.5— “The funding of cooperative activities shalldecided by the Parties on a case-by-case basis.”
228 Article 4.1— “Each Party shall designate a national contairttgor labour matters to facilitate communication
between the Parties.”

229 Article 4.2 — “The Parties, including senior officials of thegjovernment agencies responsible for relevant
labour matters, shall meet within the first yeartlw# signing of this MOU, unless otherwise agreed] then as
mutually agreed, to: (a) establish an agreed woodgnamme of cooperative activities; (b) oversee ewnaluate
cooperative activities; (c) serve as a channeldfalogue on matters of mutual interest; (d) revibe operation
and outcomes of this MOU; and (e) provide a forondiscuss and exchange views on labour issuegerest or
concern with a view to reaching consensus on thsses amongst the involved Parties.”

230 Article 5.3— “The matter may be communicated to a joint megtifithe interested Parties, which may include
Ministers, for mutual discussions and consultatisasvhich all Parties will be invited.”

ZlArticle 5.2 — “Should any issue arise over the interpretatiompplication of the MOU, a Party may request
consultation with the other Party(ies), through tiaional contact point. The Parties will make gveffort to
reach a consensus on the matter through co-operatasultation and dialogue.”
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matter on which the government is willing to shdexibility. It is interested in the content
rather than the forni>?

On the same sense, Singapore highlights the cdaperaspect of the Trans-Pacific
SEP:

“The MOU on Labour Cooperation will enable the
countries to work closely together on labour and HR
issues and provide opportunities for the countteeshare
views and experiences on these issues, with tlextolg

of promoting and enhancing the well-being of wosker
the four countries 2*?

In conclusion, the Trans-Pacific Strategic Econofartnership Agreement may be
considered a relevant model of trade agreementhwhespect the human dimension of labour.
The P-4 brings up several regulations on this figkdch, in spite of essentially having a non-
binding characteristic, are consonant with the mai@ principles and may be considered
important tools to — safeguarding the parties” ssigaty — set up a rule-based competence
arrangement, monitoring and promoting labour coolit and decent work, concretely improve

living standards and effectively protecting intdromally recognized human rights.

232 50urce New Zealand Ministry of Foreign Affairs & Trade.
233 Singapore government: MEDIA INFO-NOTE — Trans-Fa&EP.
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8.6. CHILE-COLOMBIA
8.6.1. Negotiations

The present Colombian-Chilean Free Trade Agreema&sits origins on the Economic
Complementation Agreemérit (ECA) signed under the ALABY 23 framework, established
by the Montevideo Treaty’. The Colombian-Chilean ECA (ECA 24) was signedd@zember
6™, 1993 and entered into force on Janudhpfithe following year.

The ECA 24 — with its several annexes and additigmatocols — is restricted to
classical economic topics, following the guidelinestablished by the ALADI agenda.
Particularly aiming bilateral tariff reductions ardonomic coordination methdd$ the ECA
did not incorporate references to topics which pest of every current FTA, such as
environmental protection and social development.

Nevertheless, the ECA 24 was extraordinarily imgorton the increment of the
bilateral economic relations between the partigt) & vigorous improvement during the 90°s
— in spite of the incidence of the severe Asiameauic crisis during the 1998-2001 peridt

On that time, both Chile and Colombia had beenpungsa free trade strategy with the
signature of several FTAY although a few political and economic divergences the

234 pcuerdo de Complementacion Econémica (ACE).

235 Asociacion Latino-americana de Integracion.

236 “Es el mayor grupo latinoamericano de integraciBnos_doce paises miembresmprenden a Argentina,
Bolivia, Brasil, Chile, Colombia, Cuba, Ecuador, ¥®, Paraguay, Perd, Uruguay y Venezuela, reptasdn en
conjunto 20 millones de kilometros cuadrados y d&500 millones de habitantes.” (...) “La ALADI dabida en

su estructura juridica a los mas vigorosos acuesdbsegionales, plurilaterales y bilaterales degracion que
surgen en forma creciente en el continente (Conaghidndina de Naciones, MERCOSUR, etc.). En
consecuencia, le corresponde a la Asociacion —comacco 0 “paraguas” institucional y normativo de la
integracion regional- desarrollar acciones tendierda apoyar y fomentar estos esfuerzos con laidathlde
hacerlos confluir progresivamente en la creaciéardespacio econémico comurSéurce: ALADI.

237 g| Tratado de Montevideo 198(rM80), marco juridico global constitutivo y regdbr de ALADI, fue
suscrito el 12 de agosto de 1980 estableciendsidogentes principios generales: pluralismo en rmafmlitica y
econlOmica; convergencia progresiva de accionesiagiesc hacia la formacién de un mercado comin
latinoamericano; flexibilidad; tratamientos difeceales en base al nivel de desarrollo de los pafsembros; y
multiplicidad en las formas de concertacién derumeentos comercialesSource: ALADI.

238 «g| Acuerdo tiene como objetivos centrales: ehbkicimiento de un espacio econémico ampliado éosrdos
paises, que permita la libre circulacion de biersesyicios y factores productivos; la liberaciortatode
gravamenes y eliminacion de las restricciones sleni@ortaciones originarias de los mismos; propigrea accion
coordinada de los Foros Econdmicos Internacionakiscomo en relacion a los paises industrializathos;
coordinacion y complementacion de las actividadesmé@micas, en especial, en las areas industriahycos; el
estimulo de las inversiones; vy, la facilitacion figicionamiento de empresas binacionales y muitnates de
caracter regional.Source: Direcon.

239 “E| flujo de comercio entre Chile y Colombia ha strado una trayectoria creciente desde la entrada e
vigencia del ACE 24, el 01 de enero de 1994, acanud un incremento de casi un 200%. En efecto, el
intercambio ha presentado aumentos anuales caiviadad del periodo 1998 - 2001, como consecudclas
efectos de la crisis asiatica de esos aftdsurce: Direcon.
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beginning of this new millennium caused difficuftiso the mutual trade agenda, delaying the
shared project of a bilateral FTA.

Nonetheless, on July #72006 — during the Ill Extraordinary Meeting of tREA 24
Executive Commissidii* - Santiago and Bogota finally put an end on atditd trade
controversy related to sug&; with the scope to normalize trade relations betwéheir
countries. Following this resolution, the Chileane$tdent Michelle Bachelet visited the
Colombian President Alvaro Uribe, and in conclugioey agreed to start the negotiations of an
FTA — applying the ECA 24 as its starting point.

Subsequently, the agreement was finally signed awvehber 11, 2006, as an
additional protocol of the ECA 24, and it came ifitoce on May 8, 2009, setting up a
common market of more than sixty million inhabitnt

The Chilean-Colombian Free Trade Agreement is #epdst and the most advanced
free trade agreement ever signed between Latin ikarercountrie¥”® dealing with a great
variety of topics such as environmental protectionigllectual property, transparency, e-
commerce, services, investments, dispute settlearehtabour contert§’

The FTA has been bringing series of positive ecdnamsults, and, in spite of the
global economic crisis, the trade exchange betw&aombia and Chile has been constantly
increasing Exempli gratia there was a growth of 29,6% on bilateral tradegaring January
2009 with the same month of the previous year,eahg an amount of US$ 124,2 million.

240 Colombia signed FTAs with several countries, sastCanada, Central American countries, Chile, tR6AE
zone and the United States, and it is negotiatitigerotrade agreements, e.g. the European Uniore#md
countries association agreement.

241111 Reunién Extraordinaria de la Comisién Adminéstora del ACE 24.

242«E| Gobierno de Colombia con el &nimo de ponerdimiferendo comercial que existia con Chile, dipel
Decreto No 2777 del 17 de agosto, a través, délseuderogan los decretos que fijaban gravameaeselarios a
algunas importaciones provenientes y originaria€hige.” Source: Ministerio de Comercio, Industria y Turesm
— (Republica de Colombia)

243«E| Tratado de Libre comercio entre Colombia y IEhpresentado oficialmente hoy por ambos gobierses
convirtié en el mas profundo y avanzado de Amétattina, coincidieron en sefalar hoy el MinistroGkemercio,
Industria y Turismo, Luis Guillermo Plata; el vicemstro de Relaciones Econdmicas e Internaciondde€hile,
Carlos Fuche; y el Canciller de ese pais, Mariaamdndez; durante el lanzamiento del acuerdo erotBdg
Source: Ministerio de Comercio, Industria y Turism{Republica de Colombia)

244 «g| Acuerdo de Libre Comercio entre Chile y Coldmliue firmado durante el Gobierno de la Presidenta
Michelle Bachelet Jeria. Se encuentra vigente desa@ de 2009. El paso de un Acuerdo de Compleriénta
Econdmica (ACE N° 24 en vigencia desde 1994) alu@ fuvo por objeto profundizar las relaciones ecnivas
y comerciales entre ambos paises.El Acuerdo tiemeocobjetivos centrales el establecimiento de ya&s
econdmico ampliado entre los dos paises, que perfaitlibre circulacién de bienes, servicios y fagto
productivos; la liberacién total de gravamenesimielacion de las restricciones de las importacicorgginarias
de los mismos.Ademas busca propiciar una acciérdoaa de los Foros Econdémicos Internacionalesa@sb
en relacién a los paises industrializados; la doanidén y complementacién de las actividades ecacasnen
especial, en las areas industrial y serviciossghuilo de las inversiones; y, la facilitacion flelcionamiento de
empresas binacionales y multinacionales de caréagernal”.Source:Direcon.
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Moreover, Colombian exports increased 125% on ®@72008 period, from US$ 367
million to US$ 849 million — a negative remark st they are still very concentrated on no
more than a few products, predominantly on coa¥(B@&rude oil (25%) and sugar (5%).

In addition, it is noteworthy that Colombia is testiny of a significant part of Chilean
exports, particularly regarding a great diversitypmducts with high value-added. More, the
Caribbean country receives a relevant portion afe@h foreign investments, particularly on
the fields of energy supply, financial and heathvges, transports and retail.

Trade - Chile-Colombia — (US$ millions§*°

2005 2006 2007 2008 2009
Chilean 347,51 491,59 617,44 733,83 577,39
exports
Chilean 344,78 363,49 882,01 2.126,32 1.354,55
imports
Trade 2,73 128,1 -264,57 -1.392,5 -777,17
balance
(Chilean)
Total trade | 692,29 855,08 1.499,44 2.850,15 1.931,94

8.6.2. Labor contents

Following the ALADI's general framework, the ECA 2&d no specific provisions
regarding the labour field. Nevertheless, when &€haitd Colombia decided to negotiate a Free
Trade Agreement, both countries were concernett@mtlusion of efficient social clauses.

Chile had already had several experiences withnitiasion of social clauses in FTAs,
and therefore it was previously compelled to agphydamental labour standards on its export
industry. Hence, Chilean authorities had the ister®® bind Colombia with those same
standards, avoiding possible Colombian unilateratluctions on labour standards -
characterizing social dumping.

By the Colombian side, it was very important to lumle social clauses on the
agreement, since Bogota was concomitantly into R€&gotiations with the United States, and
it aimed to send a clear message that it was abéply on its internal legislation the same
fundamental standards required by the American TRAde Promotion Authorityapproved

by the 2002Trade Act(regarding this topic, please see specific chapiehis research).

4% g5ource:Direcon.
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Therefore, it is not a coincidence that the ChiH€atombian FTA points up on
numerous occasions the magnitude of a bilaterace¥e implementation of core ILO labour
standards on the respective domestic labour leigiskin order to respect a common fair trade
agenda. The first mentions to this topic can bedbaiready on the agreement’s preamble:

At first, Chile and Colombia recognize the impodarof creating new and better job
opportunities, setting up better working conditiotmoking for the establishment of decent
work, and fostering an increasing quality of humespurces and social capital developrfiént

Then, the preamble ensures that the Parties ssgléct rights and obligations assumed
on other bilateral and multilateral instruméffs what undoubtedf® include prior
commitments taken under the ILO umbrella.

And thirdly, the parties are expressly compellegénaourage sustainable development
instruments — and consequently are coerced tocetpefundamental pillars of environmental
protection, economic growth and social developrAfént

Afterwards, the agreement’s initial chapter thetigsrproclaim that one of the
fundamental objectives of the agreement is to ptentiee expansion of labour policies and
practices which are able to generate better workimlife conditions on their territories

Notwithstanding, the most relevant clauses assatiwith labour are systematically
exposed on the agreement’s Chapter 17, whichirelgrdedicated to labour issues.

In accordance with the article 17.1, the partiedfimen their obligations taken as ILO
members, stressing the essential meaning of18@8 ILO Declaration on Fundamental
Principles and Rights at Work and its Follow?tfp

246 “E| Gobierno de la Republica de Chile (Chile) y@bbierno de la Republica de Colombia (Colombia), e
adelante “las Partes”, considerando: (...) La inguia de crear nuevas y mejores oportunidadesmee y
mejorar las condiciones de trabajo, en la blsqukdasegurar “trabajo decente” para sus trabajadomds
fomentar la creciente calidad en el desarollo dedoursos humanos y del capital social; (...)"

247(_..)“El desarrollo de sus respectivos derechobligaciones derivados del Acuerdo de Marrakechebque se
establece la Organizacion Mundial del Comercio yTedtado de Montevideo de 1980, asi como de otros
instrumentos bilaterales y multilaterales de irsegm y cooperacion de los que sean parte;” (...)

248 Implicitly.

249(...) “El compromiso con el logro del desarrolseenible y reconociendo que sus pilares son iependientes

y se refuerzan mutuamente — crecimento econdmiesartbllo social, y proteccién del medio ambientg”(
Convienen en celebrar el siguiente Acuerdo.”

20 Article. 1.2.-“Objetivos - Los objetivos de este Acuerdo sondisiientes: (...) (i) Promover el desarrollo de
politicas y practicas laborales que mejoren ladiciones de trabajo, de empleo y los niveles de,veh el
territorio de cada una de las partes;”

%1 Article 17.1.- “Compromisos compartidos - 1. Las partes reafirrsas obligaciones como miembros de la
Organizacion Internacional del Trabajo (OIT) y sosipromisos asumidos en virtud de la Declaracidlad@l T
relativa a los Principios y Derechos Fundamentates| Trabajo y su Seguimiento (1998). Cada pareypara
asegurar que tales principios, asi como los dese@®tablecidos en el Articulo 17.5, sean reconsciglo
protegidos por su legislacion nacional.”
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Moreover, Chile and Colombia — cautiously safegumydheir own sovereign rights to
establish, adapt or modify their domestic legisiagi — assert that they shall guarantee that their

internal laws are consistent with the followingeintationally recognized worker’s rigfits

(a) the right of association;

(b) the right to organize and bargain collectively;

(c) a prohibition on the use of any form of foraadcompulsory
labor;

(d) a minimum age for the employment of childrerd ghe
prohibition and elimination of the worst forms dfild labor;

(e) elimination of any form of discrimination in ggect to

employment and occupation; and

() acceptable conditions of work with respect tonimum
wages, hours of work, and occupational safety aadtii>>

A notable remark is that the rights protected anitbms (a), (b), (c), (d) and (e) have a
clear inspiration on the referred ILO Declaratiovhich precisely recognize those rights as
fundamental ones. However, the item (e) is an als/ieference to the American TPA, which
contemplates the exigency to include the respectaoteptable conditions of work with
respect to minimum wages, hours of work, and odoupal safety and healthbn every U.S.
Free Trade Agreement. This particular point is sitent Colombian message to the U.S.
authorities and negotiators, showing their commithveith the American conception of labour
protection.

%2 Article 17.1.2- “Reconociendo el derecho de cada parte de estbsus propias normas laborales internas v,
consecuentemente, de adoptar o modificar su le@sldaboral, cada Parte procurard garantizar gseleyes
establezcan normas laborales consistentes coreteshbs laborales internacionalmente reconocidtablecidos
en el Articulo 17.5.”

253 Article 17.5.-“Definiciones: Para los efectos de ese Capitulo:

Por legislacion nacional se entiende leyes o regnas de cada Parte, o disposiciones de las mignasestén
directamente relacionadas con los siguientes desdaternacionalmente reconocidos:

() el derecho de asociacion;

(b) el derecho de organizarse y negociar colectrdae)

(c) la prohibicién del uso de cualquier forma ddbajo forzoso u obligatorio;

(d) una edad minima para el empleo de nifios, yrddilpicion y eliminacién de las peores formas ddbajo
infantil;

(e) la eliminacién de la discriminacion en mateléaempleo y ocupacion;

(f) condiciones aceptables de trabajo respecto larie® minimos, horas de trabajo y seguridad y dsalu
ocupacional;”
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In addition, Chile and Colombia constrain themsglMe guarantee the efficient
enforcement of their respective domestic labourslawn spite of the resilience of a sovereign
right to determine national priorities and internpblicies™ - recognizing that it is

inappropriate to diminish worker’s protection imler to promote trade or investménts

Furthermore, the agreement states that the padiedl promote bilateral and
multilateral cooperation on the labour field onithrautual behalf, on a great variety of themes
such as fundamental labour rights, decent worlgualpelations, labour conditions, small and
medium enterprises, migrant workers, human ressutegelopment, technological innovation,
economic integration and social dialogue, amongrsttf. The specific cooperation activities
and chronograms shall be defined by the pdrtiel the course of an open dialogue with
trade unions, employer’s associations and furtiterésted NGGg®, taking into consideration
possible divergences on internal priorities, natiess and available economic and human

resources®,

254 Article 17.2.- “Cumplimiento de la Legislacion Nacional -1. Sierjuicio de los derechos soberanos de las
Partes para establecer sus propias politicas yigades nacionales y para establecer, administfiacglizar sus
propias leyes y regulaciones laborales, la Paete®sprometen a aplicar su propia legislacion laldor

5 Article 17.2.2.-“Las Partes reconocen que es inapropiado promelveomercio o la inversién mediante el
debilitamiento o reduccion de la proteccion contixah@ en su legislacion laboral interna.”

2% Article 17.3.-“Cooperacion laboral - 1. Las partes reconoceimfaortancia de la cooperacion bilateral para
fortalecer las acciones en materia laboral. Enses¢ido, las partes convienen en desarrollar deaiilés en las
areas de cooperacion enumeradas en el listad@stguel cual no tiene caracter excluyente:

(a) derechos laborales fundamentales y su aplicafertiva;

(b) trabajo decente;

(c) relaciones laborales;

(d) condiciones de trabajo;

(e) inspeccion y vigilancia del trabajo;

(f) asuntos relativos a la pequefia y mediana erapres

(g) trabajadores migrantes;

(h) desarrollo de recursos humanos y capacitaciG@l empleo;

(i) seguridad social;

(i) programas de reconversion laboral y proteceideial;

(k) promocién de la innovacién tecnoldgica;

() icaciones de la integracion y apertura econéamyc

(m) didlogo social.

De igual forma, trabajaran en fomentar mecanismesapoyo mutuo, en los diversos foros bilaterales y
multilaterales que compartan.”

27 Article 17.3.2.“Las Partes se comprometen a definir, a travdeslpuntos de contacto designados para tal fin,
los proyectos especificos de cooperacion y losagamas de actividades.”

28 Article 17.3.3- “Las Partes podran invitar a participar a orgaciones sindicales y empresariales, asi como a
sectores no gubernamentales y a otras organizacigraga identificar areas y actividades de coopirae
incorporarlas en el desarrollo de dichas actividdde

29 Article 17.3.4.+Las actividades de cooperacién deberén considasarioridades y necesidades de cada Parte
y los recursos humanos y financieros disponibles financiamiento sera decidido por ambas Partes.”
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Additionally, each State shall nominate a natianalisterial-level authority to operate
as a connection point with the Counterpart and withcivil society of the parties, concerning

all topics related to the agreement’s labour ché3te

More, Chile and Colombia must promote periodical etimgs of cabinet-level
authorities ‘(altos funcionarios gubernamentalel’in order to identify potential cooperation
fields, to serve as a dialogue forum and to rethsemplementation, the operationalization and

the results of the labour chapter, among othevaetetask$™.

It is also significant highlighting that controviss related to the interpretation and the
application of the agreement’s labour chapter aeraled by the general FTA dispute
settlement system (described on Chapter 16) bug specific methdd? which does not

consider the possibility to recur to an arbitrafpyocess or to economic sanctions.

If a controversy regarding the labour field comps the offended part shall request the
start of consult proceedings through a written cdaimpaddressed to the Counterpart’s
ministerial contact poiAt>. Subsequently, the demanded State shall putfaltef- including
dialogue and cooperation — in order to achieve tsfaatory solution for the disput¥.
Afterwards, whether no solution is agreed by theigs the FTA states that the controversial

topic must be resolved by the referred meetingabfreet-level authoritiés”

280 Article 17.4.-“Disposiciones Institucionales - 1. “Cada Partsigieara un Punto de Contacto dentro de su
Ministerio del Trabajo o de la Proteccion Socialy@n corresponda, que servird de enlace con l&Patite y con

la sociedad y que canalizara todos los asuntosuign en relacion con el presente Capitulo”.

%1 Article 17.4.2- “Las Partes se reuniran periédicamente por irgeicnde altos funcionarios gubernamentales,
cuando lo consideren necesario, a fin de:

(a) identificar areas potenciales de cooperacion;

(b) servir de foro para el didlogo en materiasnterés comun;

(c) revisar la implementacion, operacion y resutadel acuerdo;

(d) informar a la Comisién de los resultados detslsajos y deliberaciones;

(e) ocuparse de cualquier otro asunto que pueda .Sur

262 Article 16.2: “Ambito de aplicacién - (...) - 2. Cualquier asurrelativo a la interpretacion, aplicacién o
cumplimiento de los Capitulos Laboral y Ambientdran resueltos mediante la aplicacion de los ghodentos
contemplados en los respectivos Capitulos.”

263 Article 17.4.3- “Si surgiere cualquier asunto sobre la aplicadié este Capitulo, una Parte podra solicitar la
realizacion de consultas con la otra Parte, meglianéntrega de una solicitud escrita al puntoatgacto que la
otra Parte haya designado conforme el parrafodstieArticulo.”

24 Article 17.4.4.- “Las Partes realizaran todos los esfuerzos phyanzar arreglos satisfactorios mediante el
didlogo y la cooperacion, pudiendo incluir constits”.

25 Article 17.4.5.- “Si las Partes no logran resolver el asunt@aés de los Puntos de Contacto, aquel podra ser
tratado en las reuniones de los altos funcionamiescionadas en el parrafo 2 de este Articulo.”
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8.7. CHILE-JAPAN
8.7.1. Negotiations

For Chile, beyond the obvious reason of reachingade agreement with the world’s
second largest economy, the Chilean-Japan FTArioopds strategic commercial focus on the
Asian-Pacific region. By the Tokyo side, it was @a opportunity in order to expand the
Japanese net of trade agreenf@htnd, for the first time, sign an FTA with a Sodmerican
country.

The bilateral process started in 2001, when thard&xternal Trade Organization (JETRO)
promoted a study report concerning the feasibditya Free Trade Agreement between Chile
and Japan, which achieved positive conclusionsedlyears later, on November"22004,
during the APEC Summit, Chile and Japan announceggvernmental joint official study
concerning the pros and cons of such FTA. ThetJ8indy Group, after four meetirfg§
announced its final — also positive — report on &nber 2°, 2005.

Afterwards, during the 2005 APEC Summit in Busanui® Korea), the parties formally
declared the intention to start negotiations, whadk place on four negotiation rouriths

The treaty was signed in Tokyo, on MarcH"22007, during the celebrations of the %10
anniversary of establishment of Chilean-Japanegdordatic relations, followed by the
necessary ratification by the Japanese Parlidftlentd by the Chilean Chamber of Deptftiés
and Senafé”.

The FTA finally entered in force on Septemb&r2007.

The agreement brought clear positive economic tesilihe Chilean imports from Japan
increased 72% on the first year of the FTA, totatizmore than 2 billiof{? US dollars, while
exports increased 8,8%, reaching US$ 7,6 bifliorMore, between June/07 and June/08 Chile
expanded the list of products exported to J&famn 11,2% when compared to the previous

2% Singapore, Mexico, Malaysia, Philippines, Chiléalland, Brunei, Indonesia, ASEAN...

267 First meeting: 01/02/2005 (Tokyo); Second meet2t04/2005 (Santiago); Third meeting: 22/07/2008s(
Angeles); Fourth meeting: 23/09/2005 (Miami).

28 First round: 23/02/2006 — 24/02/2006 (Tokyo); Setaound: 18/03/2006 - 24/03/2006 (Santiago); Third
round: 10/07/2006 - 14/07/2006 (Tokyo); Fourthmdu28/08/2006 — 01/09/2006 (Santiago).

29 0n June 182007.

2700n July 12' 2007.

21 on 3£ July 2007.

272 ys$ 2.222.500.000.

?"*Us$ 7.669.000.000.

27 Chile exported to Japan 697 different products.
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year’>. Also, it is noteworthy that it is a very wide atg, liberalizing the most part of the

markets — e.g., only 0,4% of the Chilean expontsaar the exceptions list.

Trade - Chile-Japan — (US$ millions3’®

2005 2006 2007 2008 2009

Chilean 4.535,78 6.038,10 7.091,67 7.230,91 4.481,04
exports

Chilean 1.016,98 1.146,57 1.586,02 2.660,18 1.346,42
imports

Trade 3.518,79 4.891,53 5.505,65 4.570,74 3.134,63
balance

(Chilean)

Total trade | 5.552,76 7.184,66 8.677,69 9.891,09 5.827,46

Furthermore, concerning FDI and FIl, between 2088 2007 they summed US$ 239
million, on fields like fishing, wood/paper prodigrt and particularly on mining — on the
Chilean North region — destiny of 98,4% of the Nippse investmerft<. Nevertheless, the

numbers show that Japanese investments still hinteofipotential growing in Chifé®.
8.7.2. Labor contents

Contrariwise to the major part of the Chilean FTABe Japan-Chile Agreement is
extremely deficient on the treatment of labour eatd. It does not include a labour chapter,
does not mention cooperation on the labour fiehd, @ot even put labour as an objective of the
Agreement.

It is true that the Agreements’ preamble expreshesmutual belief thatd' strategic
economic partnership between the Parties will bréapnomic and social benefits create new
and better opportunities for employment, improwe lthing standards of people€®. More, it
declares that ‘®sonomic development, social development and enwieotal protection are
interdependent and mutually reinforcing pillars sfistainable development and that the
strategic economic partnership can play an impatrtaole in promoting sustainable

275 Between June 2006 and June 2007.

278 Source:Direcon.

2’7 Considering only 2007.

2’8 On the period 1975-2004, Japanese investmentssemed only 3% of the foreign investments in Chile

29 «3apan and the Republic of Chile (...) Believihgtta strategic economic partnership between thiePavill
bring economic and social benefits, create new lagitier opportunities for employment, improve thani
standards of peoples, and provide a catalyst fofiltieralization of trade and investment in theaAB&cific region
and broader cooperation at international fora;”
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development®®. Nevertheless, those few references to labour ictijrenade on the preamble
are not reflected on the FTA"s main body.

Exempli gratia neither social development nor the improvementabbur standards are
declared as objectives of the agreements on itdea@®’. More, in spite of the fact that the
FTA refers several times to WTO Agreements, therad citation to the ILO system on the
whole treaty. (Just after an extended interpratagivercise it would be possible imagine that
the ILO treaties could be included on the expressights and obligations under (...) any
other agreements to which both Parties are patti&s®).

The main body of the Agreement — in spite of deplinth a great diversity of topics — does
not brings up any other clauses on social issteaghalways restricted to a narrow conception
of trade without linkages to topics related to kabor environmental protection.

However, in spite of that lack of labour contentstioe FTA, a separate joint statement was
made by the Parties on the occasion of the Agregmesignature, which stressethé
importance of appropriately taking into account.)(.labor issues in strengthening our
economic relationshiF®*

The labour provisions are present on the attachmemiber four, which already starts

with important mutual declarations:

280 «Convinced that economic development, social dgwelent and environmental protection are interdegend

and mutually reinforcing pillars of sustainable diepment and that the strategic economic partrersdimn play
an important role in promoting sustainable develeptyi

8L Article 2— “The objectives of this Agreement are to:

(a) liberalize trade in goods between the Pariiespnformity with Article XXIV of the GATT 1994;

(b) liberalize trade in services between the Pgritireconformity with Article V of the GATS;

(c) increase investment opportunities and stremgpinetection for investments and investment

activities in the Parties;

(d) enhance opportunities for suppliers of theiPaitb participate in government procurement inRheties;

(e) provide an adequate protection of intellecpraperty and promote cooperation in the field tb&re

(f) promote cooperation and coordination for thieefve enforcement of competition laws and regatet in
each Party;

(g) improve business environment in the Partied; an

(h) create effective procedures to prevent andvestsputes.”

82 «prticle 3 - The Parties reaffirm their rights @robligations under the WTO Agreement or any other
agreements to which both Parties are parties.”

83 «Japan and the Republic of Chile (..Determined to establish a legal framework for protimg and
developing the strategic economic partnership oe thasis of the rights and obligations of the Padianderthe
Marrakesh Agreement Establishing the World Tradgabization, done at Marrakesh, April 15, 198dd other
international agreements to which both Parties aparties;HAVE AGREED as follows:”

284 1. We, the Minister for Foreign Affairs of Japafaro Aso, and the Minister for Foreign Affairs dfet
Republic of Chile, Alejandro Foxley, recalling tlengstanding friendship between our two people} %..We
also stressed the importance of appropriately takinto accountenvironment antabor issues in strengthening
our economic relationshipStatements on these issues are also attachédstddint Statement (...)"
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“ Recognizingthat labor and trade policies should be
mutually supportive, with a view to achieving depehent
with social justice;

Acknowledging that sustainable economic growth and
prosperity largely depend on people’s knowledge and
skills to raise productivity and competitivenesseaich
country;

Sharing the common aspiration that free trade and
investments should lead to job creation, decentkveord
meaningful jobs for workers, with terms and comais of
employment which adhere to the fundamental priasipl
established by the International Labor Organization
(ILO);

Convinced of the need to protect labor rights together
with strengthening trade and investment relatiopshi
Noting the existence of differences in the countries’aoci
cultural, economic, technological and legal corafits;
Convinced of the need to increase employability by
developing human capital through vocational eduarati
and training;

Stressingthe importance of the participation of worker
and employer representatives, as well as other reesmddf
civil society;

Aware of the importance of dealing with labor issues
based on cooperation, consultation and dialogue;

Have confirmed as follows:

...)

Thus, the document reaffirms the parties” commitsi@s ILO membef®® stressing
the 1998 ILO Declaration of Fundamental Principhesl Rights. (It is important to highlight
that this clause does not bring up any new respoitgito the parties, since the mentioned
Declaration does not depends on the parties’ aaticirt®).

The attachment also brings up important declaratlike “both governments share the
views on the importance of having their respectiwentries’ labor laws, regulations, policies
and practices in harmony with their countries’ coitments under applicable international

28 Article 1 — “Both governments reaffirm their respective dmies’ obligations as members of the International
Labor Organization (ILO) and their commitment tce tbrinciples of the ILO Declaration on Fundamental
Principles and Rights at Work and its Follow-up9&¥'.

86 | OPEZ, Diego.Labour rights in the Free Trade Agreement betwebileCand the United StateSantiago:
Oxfam, 2004. p. 52. “The 1998 ILO Declaration om&amental Principles and Rights at Work points tyan
this direction, establishing that all members S$tatee obliged to respect, promote and implemenpthipals
related to those basic rights recognised by intemal labour agreements, even when such agreerhamés not
yet been ratified by their respective governments.”
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labor agreements®” and that it is inappropriate to set or use labor laws, regiitns, policies
and practices for the purposes of disguised retricon international trade?®.

Moreover, concerning social dumping, Chile and dapshare the view that it is
inappropriate to weaken, reduce or fail to enfommreadminister the protections afforded in
domestic labor laws solely to encourage trade mestmerft®, and highlight the importance
of transparency®.

In sum, the Chilean-Japanese FTA, in spite ofelsvant economic role, does not bring
up labour regulations or mention labour cooperatidnoin statement, however, brings up
intentions on those fields, but due to its non-bigdcharacteristics, and particularly by its
separated nature, it could be understood as justhan general document which merely
reemphasizes declarations and commitments alreaalye nby the parties under the ILO

umbrella.

87 Article 2.
288 Article 3.
%9 Article 4.
29 Article 5— “Both governments will promote public awarenessaior laws and regulations in their respective

countries.”
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8.8. CHILE-AUSTRALIA
8.8.1. Negotiations

In was expectable that Chile and Australia entesedner or later, into negotiations in
order to sign a Free Trade Agreement, since onlasiefew years both States have been
promoting similar economic measures, and have baecessful in order to foster employment
raise and proportionate better working conditiomstheir respective labour forces. The main
strategy of both countries is focused on a deepmential opening and economic development
based on exports, particularly on primary prodoctshe field of agriculture and mining. More,
Chile and Australia have a special interest orAsian-Pacific region, they both are part of the
Cairns Group”™ on WTO negotiations, and they have been promatimgaggressive FTA
agend&™

The mutual belief that trade liberalization maynigriup direct benefits on social
standards is stated on the FTA preamble:

“The Government of Australia and the Government of
the Republic of Chile (“the Parties”), resolved to:
(...)

ENCOURAGE acloser economic partnership that will
bring economic__and social benefits, create  new
employment _opportunities, and __improve _living
standards for their peoplé

Since Chile and Australia have such similar ecoroptlicies and are supported by
experienced negotiation teams, the FTA negotiatias fast and reasonably uncontroversial.

On November 2006 the Australian and the Chileanidiens of Foreign Affairs
announced the intention to start negotiations d¥T& between their countries, what was
reinforced by the Chilean President Michelle Baehaind by the Australian Prime Minister
John Howard during the 2006 APEESummit in Hanoi, Vietnam.

291 The Cairns Group is a coalition of 19 agricultueaporting countries (Argentina, Australia, Bolivirazil,

Canada, Chile, Colombia, Costa Rica, Guatemalanesia, Malaysia, New Zealand, Pakistan, Parageesy,

Philipinnes, South Africa, Thailand and Uruguayatttebby for a global reform in order to ban préitatasm

from agricultural trade.

292 Exempli gratia Australia signed FTAs with New Zealand, the Udhitates, Thailand, Singapore and China.
293 Asia-Pacific Economic Cooperation is a forum faichic Rim States in order to increase cooperatiod

trade/investment liberalization at the Region.
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Afterwards, both countries opened internal consiolta with their respective civil
societies and industries in order to verify thewamence of such Agreement, and no relevant
objection or sensitivity was presented.

So, on July 18, 2007, the Australian Minister for Trade, Warrerugs, publically
announced the start of FTA negotiations with Chile.

The negotiations were developed in four rodftiand were ended on May 2008. The
Australian Congress approved it on July’32008, followed by the approval on the Chilean
Chamber of Deputié®’ and Senafé®.

The Agreement finally came into force on Mardh B00g°".

Trade - Chile-Australia — (US$ millions¥®®

2005 2006 2007 2008 2009

Chilean 94,79 133,54 278,77 487,06 432,63
exports

Chilean 164,55 202,44 215,99 300,3 224,36
imports

Trade -69,77 -68,90 62,78 186,75 208,27
balance

(Chilean)

Total trade | 259,34 335,98 494,75 787,35 655,98

29 18 round (Canberra) — 7/08/2007 — 09/08/200%; Bund (Santiago) — 08/10/2007 — 12/10/200%; @®und
(Canberra) — 11/12/2007 — 14/12/2007 and 29/01/2008/02/2008; @round — 31/03/2008 — 04/04/2008.

295 09/12/2008 — Approved on the External Relationsni@sion; 16/12/2008 — Approved on the Finances
Comission; 17/12/2008 — Ratification (87 favouglistention)

29 14/01/2009 — Approved on the External Relationmi@sion; 23/01/2009 - Ratification

297 «g| Tratado de Libre Comercio entre Chile y Aul&rafue firmado durante el Gobierno de la President
Michelle Bachelet Jeria. Es el décimo tercer acuele este tipo suscrito por Chile y se encuengante desde
marzo de 2009.El TLC aborda materias relacionadlaomercio de bienes como de servicios, inversipne
compras publicas y propiedad intelectual. Asimismlodocumento crea una institucionalidad que perralt
intercambio de experiencias, consultas y resoluciénconflictos a través de Comités y puntos de awbot
especialmente designados, sin perjuicio de los m&w@s de solucidn de diferencias que también tadblesen.
Ademas, el Tratado considera instancias para tratdre otros, los problemas relacionados con bstagulos
técnicos al comercio, y el establecimiento de puntle contacto en materia de medidas sanitarias y
fitosanitarias.En el &mbito de la Cooperacion, statdece un marco juridico para las actividadesodperacion
entre ambas partes, incluida la promocion de lgpe@zion entre privados y académicos de ambosspise
Acuerdo también genera oportunidades en inversigegue tanto para empresarios chilenos comoadiastos
se abren oportunidades inéditas en areas comoritzulgra, vitivinicultura, acuicultura, el sectéorestal y la
energia, entre otros. Hay que destacar que lassiones de Australia en Chile son de gran envergade trata
del quinto mayor inversor extranjero en nuestros pgi a la vez, Chile es el segundo mayor inverstani
latinoamericano en Australia. Ello debiera proyesstaa niveles mas elevados a partir de la vigedeia
Acuerdo.”Source Direcon.

2% Source:Direcon.
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8.8.2. Labor contents

The Chile-Australian FTA deals with labour conteatsa generic framework, merely
declaring general principles and non-binding oliyest and including labour as one of the
several topics that should be encouraged on cooperbetween the parties. The treaty
reaffirms commitments taken on other fora — suclthaslILO — but it does not build up an
effective system in order to avoid breaches onudalstandards - even on fundamental ones —
excluding any possibility to start consultationeqaedings, the implementation of panels nor
arbitration procedures, and without coercive meshiodorder to enforce labour rules - even in
cases when labour violations directly affect bilakérade.

It is important highlighting that this was an unegfed position for Chile and Australia,
since both countries had already experience witAg=that go much further than that, truly
implementing effective social clauses — with thenarete possibility to apply economic
sanctions on violations of labour standards —-eaempli gratia on the treaties that Chile and

599 300301

Australi previously signed with the United States.

299 pustralia-Chile FTAsigned on May 18 2004, and in force since Januafy 2005.

Article 18.2 Application and Enforcement of Labour Laws

1. (a) A Party shall not fail to effectively enferds labour laws, through a sustained or recurcimgyse of action
or inaction, in a manner affecting trade betweenRhrties, after the date of entry into force &f &kgreement.

(b) The Parties recognise that each Party retéiasright to exercise discretion with respect toestigatory,
prosecutorial, regulatory, and compliance mattes @ make decisions regarding the allocation ebueces to
enforcement with respect to other labour matteterdened to have higher priority. Accordingly, tRarties
understand that a Party is in compliance with stdgraph (a) where a course of action or inactidlects a
reasonable exercise of such discretion, or refults abona fidedecision regarding the allocation of resources.
2. The Parties recognise that it is inappropriatericourage trade or investment by weakening arciad the
protections afforded in their respective labourdawccordingly, each Party shall strive to ensiuat it does not
waive or otherwise derogate from, or offer to waoreotherwise derogate from, such laws in a marhat
weakens or reduces adherence to the internatiorestygnised labour principles and rights refereedhtArticle
18.7 as an encouragement for trade with the othdy For as an encouragement for the establishraeqtisition,
expansion, or retention of an investment in itsittany.

Article 18.3:Procedural Guarantees and Public Awareness

1. Each Party shall ensure that persons with dlyeggcognised interest under its law in a paréecuhatter have
appropriate access to administrative, quasi-juldigidicial, or labour tribunals for the enforcemerf the Party’s
labour laws.

2. Each Party shall ensure that the proceedings afiministrative, quasi-judicial, judicial, oblaur tribunals for
the enforcement of its labour laws are fair, edpl@aand transparent.

3. Each Party shall provide that the parties tdguoceedings may seek remedies to ensure thecenient of
their rights under its labour laws.

4. Each Party shall promote public awareness dilisur laws by ensuring that information is auval#ato the
public regarding its labour laws and enforcemert @mpliance procedures. A Party may use a vaoktyeans
available for this purpose, such as publishing rimfation and notices in official bulletins and thesa media,
publishing and distributing information manuals, dartaking compliance assistance programs, condctin
meetings, and making information available throtighinternet.

5. For greater certainty, nothing in this Chaptieallsbe construed as calling for the examinatiowlaunthis
Agreement of whether a Party’s court has appragiapplied that Party’s labour laws.
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In fact, Chile proposed the inclusion of a sociause on the Agreement, what was
rejected by its Australian counterparts, probabbcduse of the fact that Australia was
concomitantly negotiating the AANZFTA - which does not include a specific labour chapter
- and did not want to send a different sign fot tiegotiation. Also, because there is an internal
consensus on the Australian political arena — sphbedh on the Coalition parties and on the
Australian Labor Party — that an effective linkdggtween trade and labour standards would
not be convenieft? summed to the lack of influence of the main Aaign trade unioriS*

Article 18.4: Institutional Arrangements

(..

Article 18.5: Labour Cooperation

(..

Article 18.6: Labour Consultations

1. A Party may request consultations with the ofParty regarding any matter arising under this @rapnless
the Parties agree otherwise, consultations shafinoence within 30 days after a Party delivers a estjdior
consultations to the other Party’s contact poirsigieated pursuant to Article 18.4.2.

2. The Parties shall make every attempt to arrivee mutually satisfactory resolution of the matied may seek
advice or assistance from any person or body tkeydappropriate.

3. If the consultations fail to resolve the mattgther Party may request that the Subcommittekatmour Affairs
be convened. The Subcommittee shall convene wbidays after a Party delivers a request to therd®arty’s
contact point, unless the Parties otherwise adféle Joint Committee has not established the Suiaittee as
of the date a Party delivers a request, they sttaBo during the 30-day period described in thimg@ph. The
Subcommittee shall endeavour to resolve the mattpeditiously, including, where appropriate, by futing
governmental or outside experts and having recotwssuch procedures as good offices, conciliation,
mediation.

4. If a Party considers that the other Party hdeddo carry out its obligations under Article 28.(a), the Party
may request consultations under paragraph 1, supat to Article 21.5 (Consultations).

(a) If a Party requests consultations pursuantrtizld 21.5 at a time when the Parties are engagednsultations
on the same matter under paragraph 1 or the Subitars endeavouring to resolve the matter undeagraph
3, the Parties shall discontinue their effortseésolve the matter under this Article. Once consolta have begun
under Article 21.5, no consultations on the samtienaay be entered into under this Article.

(b) If a Party requests consultations pursuantricie 21.5 more than 60 days after the deliveryaaéquest for
consultations under paragraph 1 the Parties mageagt any time to refer the matter to the Joint @dtae
pursuant to Article 21.6 (Referral of Matters te thoint Committee).

5. Articles 21.2 (Scope of Application) and 21.@lsmot apply to a matter arising under any pransof this
Chapter other than Article 18.2.1(a). (...)"

%0 GRIFFIN, Gerard. NYLAND, Chris. O'ROURKE, Anndrade Promotion Authority and Core Labour
Standards: Implications for Australidn: Australian Journal of Labour Law, 17(1), 20@4.35-63. “(...) despite
the objections of the Coalition parties and thetfalgn Labor Party to the inclusion of labour stards in trade
agreements, the draft text of the Australia-UniBtdtes free trade agreement (AUSFTA) includes atehan
labour rights.”

391 NYLAND, Chris. O'ROURKE, AnneThe Australia-United States Free Trade Agreemedtthr Ratcheting-
Up of Labour Standards: A Precedent Set and an @ppity Missed.In: Journal of Industrial Relations 47(4),
2005. p. 468. “(...) in 2003, it found that if iwted a free trade deal with the USA it had to pcttee inclusion of
a labour rights chapter in the agreement that gthems the legal position of labour. As a consegege
conservative government has signed the first euestralian trade agreement that includes provisosecting
workers rights and the ALP has been compelleditanfdehind the Coalition.”

%02 Asean-Australia-New Zealand Free Trade Area, signeFebruary 27th, 2009.

%3 GRIFFIN, Gerard. NYLAND, Chris. O'ROURKE, Anndrade Promotion Authority and Core Labour
Standards: Implications for Australidn: Australian Journal of Labour Law, 17(1), 2094 .35-63. “In contrast to
the United States, the two major political partreg\ustralia have opposed a trade-labour linkalgeygh there are
degrees of difference between the Coalition pagiesthe Australian Labor Party”

304 GRIFFIN, Gerard. NYLAND, Chris. O'ROURKE, Ann&rade Unions, the Australian Labor Party, and the
Trade-Labour Rights Debatdn: Australian Journal of Political Science, 39(2004. p. 105. “Overall, we
conclude that Australian unions face some hardegi@ choices in seeking to promote the trade-lal@mand.
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More, Australia was not convinced that the modealdshed on the FTA signed with the
United States was bringing positive outcomes. @nwbrds of the director of the Canada &
Latin America Section on the Australian DepartmanEoreign Affairs and TradeAustralia's

policy in general is not/not to include labour issun the negotiation of our FTAs. We aim to
ensure our FTAs are comprehensive and high quhlityare focused on trade matters not on
social or other related issues. In the case ofAlstralia-USA FTA, US policy was to include
reference to labour issues and Australia agreeth@&r inclusion on this occasion. Chile was
less concerned about labour issues and acceptéueimegotiation of the Australia-Chile FTA

the references negotiated in the chapter on codpmera

8.8.3. Relationship with previous agreements

The FTA expressly reinforces all commitments magiethie Chile and Australia on

previous agreements to which both States are partie

“The Government of Australia and the Government of
the Republic of Chile (“the Parties”), resolved to:

(...)

BUILD on their respective rights and obligations waier

the WTO Agreemenpgther _agreements to which they
are_both parties,and their commitment to open trade,
investment and economic reform in the Asia-Pacific
Economic Cooperation (APEC) forum; (...).”

“Article 1.2: The Parties affirm their existing ghts
and obligations with respect to_each other _undtre
WTO Agreement andther agreements to which both
Parties are party

Both Australia and Chile are ILO Members, and wi@leile ratified 60 Conventions,
Australia ratified 55 of them. The non-fundamem@hventions signed by the parties assume a
higher importance with their reaffirmation on theA:

Nonetheless, regarding the eight “fundamental” IC@nventions, they were all ratified

by Chile®® while Australia ratified sevéff of them. Anyway, thd998 ILO Declaration on

Their current strategy of relying on a union-pasgnding model that seeks to capitalise on the whiwaditional
position within the ALP has failed to influence papolicy on trade and labour issues. Arguablys tlaick of
success, and the more successful experience ofriffig) suggests that Australian unions could beiadify
move to a position from where they can continuetryto capitalise on their remaining influence witlthe ALP
while combining this effort with a much more activiobbying strategy outside the ALP.”

395 Chile ratified conventions: 29 (31/05/33); 105 /@!99); 87 (01/02/99); 98 (01/02/99); 100 (20/A9/7111
(20/09/71); 138 (01/02/99) and 182 (17/07/00).
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Fundamental Principles and Rights at Waatkd its follow-up-expressly referred on the FTA,
chapter 18 - states that both countries are bound to the fundaheights even without
previously ratifying the core Conventions.

“1998 ILO Declaration on Fundamental Principles and
Rights at Work- Article 2. Declares that all Members,
even if they have not ratified the Conventions in
guestion have an obligationarising from the very fact of
membership in the Organizatida_respect, to promote
and to realize in good faith and in accordance with the
Constitution the principles concerning the fundamental
rights which are the subject of those Conventions,
namely:

(a) freedom of association and the effective recognitf
the right to collective bargaining;
(b) the elimination of all forms of forced or compuigo
labour;

(c) the effective abolition of child labour; and
(d) the elimination of discrimination in respect of
employment and occupation.”

Consequently, Australia, even without ratifying @ention 138, is already obliged to
comply with it for the only reason that it is arAQLmember. Therefore, it is doubtless that both
parties must respect, promote and realize all fonesteal labour rights, even without
expression mention on the bilateral FTA.

In sum, the Chile-Australia FTA does not bring wgwnobligations or responsibilities,

but merely reaffirm and emphasize what have beeady decided under the ILO framework.

8.8.4. Cooperation

The most important clauses concerning labour orCthiiean-Australian FTA are those
on the cooperation chapter.

“18.2.3. Areas of cooperation may includeut should not
be limited to: science, agriculture including theines
industry, food production and processing, mininggragy,
environment, small and medium enterprises, tourism,
education, labour, human capital development and
cultural collaboration.

18.2.4.Cooperation on labour and employment matters
of mutual interest and benefit will be based on the

3% Australia ratified conventions: 29 (02/01/32); 1@F/06/1960); 87 (28/02/73); 98 (28/02/73); 100/{R/74);
111 (15/06/73) and 138 (19/12/06). It is still nmgsthe Convention 138 on Child Labour.
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concept of decent work, including the principles
embodied in the ILO Declaration on Fundamental
Principles _and Rights at Work and its _Follow-up

(1998)”

On the agreement the term ‘cooperation’ must beetgtdodlatu sensy meaning not
only activities such ase%changes of people and information, cooperatiomegional and
multilateral fora, dialogues, conferences and sersnfacilitating contacts between scientists
and academia, the development of joint researclyqams and the encouragement of private
sector cooperatioh(18.2.6), but also any otheithovative cooperation initiatives capable of
providing added value to the bilateral relationship order to achieve the main scope of the
agreement (18.2.1).

Also, again there is an important clear referenoe IltO principles, and the
reinforcement that the agreement is based on teenationally recognized concept of ‘decent
work’.

More, it is stated that the parties should desgm@aCooperation Committee (18.4) and

nominate national contact points in order to féai# activities on labour cooperation (18.2.7).

8.8.5. Final remarks

In summary, the Chilean-Australian FTA unfortungtedloes not bring up any
innovative instruments or institutional mechanismsorder to effectively promote labour
standards on the parties. The agreement simplgsstamime of the clauses which are common
on bilateral free trade agreements, being resttittereaffirm the commitments already taken
under the ILO system and proposing cooperatiorviies which in all likelihood will bein
praxis limited to the academic field and to formal palti meetings without concrete

wholesome outcomes.
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8.9. CHILE - PERU

Similarly to what happened on the Chile-ColombiaPAFthe Chile-Peru agreement
also has its roots on an ECA (Economic Complemiemtaigreement), established under the
ALADI umbrella.

Signed in 2008 and in force since March 2009, the Chile-Peru F¥ A development
of the ECA 38%, as part of the Chilean strategy to strength $ocigtural and economic
relationships with its neighbor States.

This agreement has vital importance to both coestrisince there is an intense
commercial exchange between them. Nonethelesgctireomic outcomes of the treaty are not
still clearly observable, mainly because of thebglocrisis which had major impacts on both
parties.

Trade - Chile-Peru — (US$ millionsj®

2005 2006 2007 2008 2009
Chilean 724,2 931,72 1.033,7 1.488,13 1.210.04
exports
Chilean 1.107,00 1.426,7 1.685,8 1.839,91 688,96
imports
Trade -382,8 -495,0 -652,1 -351,78 521,08
balance
(Chilean)
Total trade | 1.831,30 2.358,4 2.719.5 3.328.04 1.899,01

The agreement brings a complementary memorandurfalmur (Memorandum de

entendimiento sobre cooperacion laboral y migragriwith the objective to promote labour

397 Signed on August 22nd, 2006.

%08 «E| Tratado de Libre Comercio entre Chile y Pemé firmado durante el Gobierno de la Presidentzhdie

Bachelet Jeria. Se encuentra vigente desde mar20@® Este acuerdo fue negociado utilizando coase lel
Acuerdo de Complementacion Econdmica (ACE 38) qustié entre ambos paises desde 1998 hasta lalargra
vigencia del TLC.Las relaciones politicas, econ@wig culturales con los paises vecinos constituyes
prioridad fundamental para el Gobierno. En esteestn, la profundizacién del ACE 38 entre Chile gri

apunta no sélo al fortalecimiento de las relaciobieterales, sino también busca dar mayor vigowuastras
relaciones con los paises de la regién, contribdiyersi a colocar a Sudamérica en el centro derauestrategia
internacional. De la misma manera, es importargaltea que el Acuerdo de Libre Comercio establecsistema
mas efectivo de solucion de controversias, queraemgnte estimulara a los agentes econdémicos a ansguli
accionar comercial e inversionist&burce Direcon.

%9 Source:Direcon.
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rights and policies on this field, innovation, puativity, transparency, social dialogue and
information exchange (article™).

The parties reaffirm their obligations as ILO memsb@rticle 2'Y, so as they commit
to respect their own domestic labour legislatioagi¢le 33 and to increase cooperation
(article 5. More, the memorandum establishes a bilaterahaittee (Comité Conjunto para

la Cooperacion Laboral y Migratoriato handle with questions related to labour andratign

310 Article 1— “Objetivos- Los objetivos de las Partes en cooperacion lalyonaigratoria seran los siguientes:(a)
promover el desarrollo de politicas y practicamfales y migratorias que mejoren las condicionesat®jo y los
niveles de vida en el territorio de las Partes;pflomover la proteccion de los derechos estable@ticel articulo

6 del presente Memorandum; (c) promover la obseiganla aplicacion efectiva de la legislacion oaecil de las
Partes; (d) promover la innovacion, asi como nivelle productividad y calidad crecientes; (e) alegitdesarrollo

de estadisticas y el intercambio de informacionresdégislacion, instituciones y politicas publicas materia
laboral, migratoria y de seguridad social de cada de las Partes; (f) promover la difusién de gislacion
nacional; (g) desarrollar actividades de cooperataforal y migratoria en términos de beneficio uyty (h)
promover la participacion de los actores sociafeslalesarrollo de las agendas publicas a travésedanismos
de dialogo social.”

311 Article 2 - Compromisos compartidos — “1. Las Parteafirman sus obligaciones como miembros de la
Organizacion Internacional del Trabaj®IT) y sus compromisos asumidos en virtud dBdalaracion de la OIT
relativa a los Principios y Derechos Fundamentadesel Trabajo y su Seguimiento (1998)le laConvencién
Internacional sobre la Proteccion de los Derechestados los Trabajadores Migratorios y de sus Fearek, de
Naciones Unidas (1990) Cada Parte procurara asegurar que tales posciasi como los derechos establecidos
en el articulo 6 del presente Memorandum, seannoeitos y protegidos por su legislacién nacional. 2
Reconociendo el derecho de cada Parte de estableceropias normas internas y, consecuentementejaptar

o modificar su legislacion nacional, cada Parteprara garantizar que sus leyes establezcan naonasstentes
con los derechos establecidos en el articulo prdsiente Memorandum y procurara mejorar dichas aen tal
sentido. 3. Cada Parte garantizara el debido podegsl en la aplicacién de su legislacion.”

312 Article 3— “Cumplimiento de la legislacion nacional - 1) (as Partes se comprometen a aplicar su legisiaci6
nacional. (b) Las Partes reconocen que cada Partéene el derecho a ejercer su discrecionalidsgkeo de la
regulacion y observancia de las normas, y de leGlgja constancia que al momento de ratificar élitma
Convencion ha formulado las reservas que figurarAeexo 1. El Per( deja constancia que al momento de
ratificar esta ultima Convencion no ha formuladsergas. 3 tomar decisiones relativas a la asignat@decursos
destinados a la administracion publica competedtd.as Partes reconocen que es inapropiado pronaver
comercio o la inversion mediante el debilitamieot@ reduccion de la proteccién contemplada eregislacion
laboral nacional o por la via de abstenerse dalisr su legislacion laboral.”

13 Article 5 — “Cooperacion - 1. Las Partes convienen que teasade cooperacién cubriran aquellas que
mutuamente acuerden y, sin que el siguiente listedoexcluyente, podran realizar actividades esitpgentes
temas: (a) derechos laborales fundamentales y lsta@pn efectiva; (b) trabajo decente; (c) derechie los
trabajadores migratorios; (d) relaciones labora(e¥;condiciones de trabajo; (f) administraciéon ttabajo y
migratoria; (g) asuntos relativos a la pequefia yiama empresa; (h) desarrollo de recursos humanos y
capacitacién en el empleo; (i) seguridad socialpfpgramas de reconversion laboral y proteccidriago(k)
implicancias de la integracién econdmica entre Rastes; (I) relacién entre derechos sociales y otime
internacional; y (m) dialogo social. 2. Las Pariemlementaran el programa de cooperacién mediage |
actividades que decidan de comudn acuerdo, tale® @ovestigaciones conjuntas; capacitacion de furaios,
profesionales, técnicos y expertos; organizaciércatderencias, seminarios, talleres, reunionesogrmamas de
divulgacion; intercambio de informacion y publicames especializadas y cualquier otra forma querdene 3.
Cada Parte podra invitar a participar a organizesosindicales y empresariales, asi como a sectures
gubernamentales y a otras organizaciones, paréfidanareas y actividades de cooperacion. 4.da#widades

de cooperacién deberan considerar las prioridadeecgsidades de cada Parte y los recursos humanos y
financieros disponibles, y su financiamiento seéidido por las Partes. 5. Las Partes, de comuerdo, podran
buscar el apoyo, segun corresponda, de organizciaternacionales, tales comoQeganizacién Internacional
del Trabajo,la Organizacién Internacional para las Migracionesl Banco Interamericano de Desarrollta
Organizacion de Estados Americap@sira avanzar con las actividades de cooperaciérsg desarrollen en las
diferentes areas.”
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(article £'%. Nevertheless, the memorandum does not createarsult proceeding in case of

labor rights violations and depends, in praxisyam moral commitments.

%14 Article 4 —“Disposiciones institucionales - 1. Las Partsslglecen un Comité Conjunto para la Cooperacion
Laboral y Migratoria, en adelante “el Comité”, qetara integrado por funcionarios, de nivel miniatede los
Ministerios de Relaciones Exteriores, de InterigleyTrabajo de cada Parte o de sus representBités. Comité

se reunira dentro de los tres primeros meses dmttada en vigor del presente Memorandum vy, arpdeti
entonces, una vez al afio. 2. Le corresponderarait€o

(a) establecer un programa de trabajo de actividddeooperacidn; (b) servir de canal para el gegabn materias
de interés comun; (c) efectuar propuestas, en owmidn con otras entidades competentes de lassPadbre
instrumentos juridicos bilaterales que desarrolen adecuados mecanismos de proteccién de los hisrec
establecidos en el articulo 6 de este Memoranéin,de ponerlos a consideracion de las autoridadegpetentes
de ambas Partes para su eventual aprobacion;

(d) dar seguimiento a las actividades de coopeamagiétodos sus acuerdos; (e) informar a la Comision
Administradora de los resultados de sus trabafiliperaciones asi como de sus acuerdos, paransaiogento;

(f) propiciar el intercambio de informacion y estglsobre politicas nacionales de

proteccion de los derechos establecidos en eulrticde este Memorandum; (g) acordar el desardgllestudios,
analisis y la generacion de procesos de discusioel @mbito bilateral que puedan mejorar los meraos de
proteccion de los derechos establecidos en eliirttcde este Memorandum; (h) proporcionar inforigracsegun
sea pertinente, a los actores sociales, incluyenganizaciones de la sociedad civil, sobre la apiém de este
Memorandum y recibir sus sugerencias para su nmjerdo;(i) establecer el mecanismo para adoptar sus
acuerdos; v, (j) otras funciones que acuerde el @oem el &mbito de este Memorandum. 3. Las Paddsp
decidir invitar a organizaciones o expertos devaateia, a fin que puedan proporcionar informes @fipes al
Comité. 4. Las Partes podran intercambiar infordvagi coordinar actividades entre las reunioneszatito
correo electrénico, video conferencias u otros wede comunicacion.
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8.10. CHILE- PANAMA

After almost ten years of negotiatfdh the Chile-Panama free trade agreement was
signed on June 362006, and it is in force since March 2688The treaty had an immediate
effect on bilateral trade, as we may observe orchiaet below. In spite of the negative impact
of the global crisis during 2009, there is the etagon of continuous and solid growth on that

bilateral relationship on the next few years.

Trade - Chile-Panama — (US$ millions)*’

2005 2006 2007 2008 2009
Chilean 111,46 178,36 178,19 311,10 124,57
exports
Chilean 10,75 10,64 12,85 13,82 18,44
imports
Trade 100,7 167,72 165,33 297,28 106,13
balance
(Chilean)
Total trade | 122,21 189,00 191,06 324,92 143,01

The Chile-Panama FTA contains a complementary Lali&npoperation Agreement,

which creates a joined committee on labor coopardfi (article 5*9. The agreement does not

315« os primeros acercamientos para la firma de un En€e Chile y Panama se iniciaron en 19%ource:
Prochile.

316 «“g| Tratado de Libre Comercio entre Chile y Panafwé firmado durante el Gobierno de la Presidenta
Michelle Bachelet Jeria. Se encuentra vigente destteo de 2008. Los objetivos de este Tratado sbmear la
expansion y la diversificacion del comercio; eliarninlos obstaculos al comercio, facilitar la ciroide
transfronteriza de mercancias y servicios; promowediciones de competencia leal en la zona de tibmercio;
aumentar sustancialmente las oportunidades desidveen los territorios; y crear procedimientosades para la
aplicacién y cumplimiento de este tratado, paradministracién conjunta y para la solucion de aordrsias.”
Source:Direcon.

17 Source:Direcon.

318 Comité Conjunto para la Cooperacion Laboral.

319 Article 5— “Disposiciones institucionales - 1. Las Partsslelecen un Comité Conjunto para la Cooperacién
Laboral (“el Comité”) integrado por altos funcioiter gubernamentales de ambas Partes, responsablestast
materias, el que se reunird a lo menos cada deas@ioando las Partes asi lo acuerden, debientiparsa la
primera reunion dentro del afio siguiente a la daten vigencia de este Acuerdo. 2. Le corresporaleCamité:
identificar areas potenciales de cooperacion; biysede foro para el didlogo en materias de inter@siin; c)
revisar la implementacion, operacion y resultadelsaduerdo; d) informar a la Comisiéon de Libre Coritedel
TLC de los resultados de sus trabajos y delibenasiqgpara su conocimiento; y e) ocuparse de cualgtie
asunto que pueda surgir. 3. Cada Parte designar&anidad dentro de su Ministerio del Trabajo queisede
punto de contacto con la otra Parte y con la sadiedon el fin de desarrollar los objetivos dekprade Acuerdo.
4. Cada Parte podra recibir de representantes slerganizaciones de trabajadores y de empresari@sotras
instituciones o personas de su sociedad, aportepiniones sobre asuntos relativos a la aplicaciéneste
Acuerdo. 5. Las Partes podran decidir invitar aanizaciones o expertos de relevancia, a fin qualgue
proporcionar informes especificos al Comité.”
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provide arbitration proceedings, but enforces thedrtance of the mutual understanding on
the labour field.

Similarly to what is enacted on the Chile-Peru Fii# main scope of this agreement is
the development of bilateral policies which mutyathprove working conditions and living
standards. More, it stresses the necessity to @rkarcompliance of domestic labor laws by
the parties (article®%, increasing transparency (articl&%, social dialogue and cooperation
(article 62%. The parties also commit to respect internatignaécognized labour rights,

particularly the fundamental ILO ones, making espreeference to the 1998 ILO Declaration
(article 22334

320 Article 3— “Observancia de la legislacion laboral - 1.Last® se comprometen a aplicar su propia legisiacio
laboral.2.Las Partes reconocen que cada Parteanantl derecho a ejercer su discrecionalidad respecla
regulacion y observancia de las normas, y de tal@eisiones relativas a la asignacion de recursstindédos a la
administracién laboral.

3. Las Partes reconocen que es inapropiado pronawvesmercio o la inversion mediante el debilitamideo
reduccidn de la proteccion contemplada en su kgjéh laboral interna o por la via de abstenersisdalizar su
legislacion laboral.”

%21 Article 4 —“Procedimientos y transparencia - 1. Cada Partangaara que los procedimientos para el
cumplimiento de su legislacién laboral, sean justgsiitativos y

transparentes.2. Cada Parte promovera el conodonjgiblico, dentro de su territorio, de su legiglacy
politicas laborales.”

%22 Article 6 — “Cooperacion - 1. Las Partes convienen que teasade cooperacién cubriran aquellas que
mutuamente acuerden y, sin que el presente lis@d@xcluyente, podran realizar actividades deeragn en
los temas siguientes: derechos laborales fundafenyasu aplicacion efectiva; trabajo decente;cietses
laborales; condiciones de trabajo; administraciomspeccion del trabajo; asuntos relativos a laupég y
mediana empresa; trabajadores migrantes; desad®lfecursos humanos y capacitacion en el empgorisiad
social; programas de reconversion laboral y pradecsocial; promocion de innovacion tecnoldgicaicuio entre
comercio y trabajo; implicancias de la integrac&ondmica entre las Partes y dialogo social.2. Rages
implementaran el programa de cooperaciéon mediastadtividades que decidan de comun acuerdo, daiae
investigaciones conjuntas; intercambio de funcimsarprofesionales, técnicos y expertos; organimadie
conferencias, seminarios, talleres, reuniones ygraroas de divulgacion; intercambio de informacion y
publicaciones especializadas y cualquier otra fogua acuerden. 3. Cada Parte podra invitar a Etia
organizaciones sindicales y empresariales, asi @s®ctores nogubernamentales y a otras organiesgipara
identificar areas y actividades de cooperacién casimismo podra incorporarlas en el desarrollo idbad
actividades. 4. Las actividades de cooperacionrdetmnsiderar las prioridades y necesidades deRarde y los
recursos humanos y financieros disponibles y aanfimmiento sera decidido por ambas Partes.”

323 Article 2 - “Compromisos compartidos - 1. Las Partes rewdir sus obligaciones como miembros de la
Organizacion Internacional del Trabajo (Ol¥)sus compromisos asumidos en virtud dBdalaracion de la OIT
relativa a los Principios y Derechos Fundamentadesel Trabajo y su Seguimiento (1998ada Parte procurara
asegurar que tales principios, asi como los deselgmrales internacionalmente reconocidos, estaole en el
articulo 8 de este Acuerdo, sean permanentemeptmaeidos y protegidos por su legislacion interBa.
Reconociendo el derecho de cada Parte de establec@ropias normas laborales internas y, constauente,
de adoptar o modificar su legislacién laboral, cRdate procurara garantizar que sus leyes estalnlemmrmas
laborales consistentes con los derechos laboraieshacionalmente reconocidos, establecidos ertieut 8 de
este Acuerdo y procurara mejorar dichas normaalesettido.”

24 «| a promocién de mejores normas laborales pareceslsobjetivo que se persigue a nivel mundial. fbr
motivo, Panamd y Chile han celebrado un AcuerddCdeperacion Laboral que les permitira alcanzar alich
objetivo. El Acuerdo de Cooperacién Laboral se exman el respeto a la autonomia de las Partesgaba
través de la cooperacion conjunta fortalecer lamae laborales y mejorar el cumplimiento de los pamisos
internacionales. Los objetivos primordiales del éwlo estan dirigidos a promover el desarrollo détipas y
practicas laborales que mejoren las condicionesrat®mjo y los niveles de vidda observancia y aplicacion
efectiva de las leyes laboralda innovacion y mejoramiento de los niveles dedpntividad y calidad la
transparencia en la administracion de la legista¢adoraj la participacién ciudadana&l cumplimiento de los
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compromisos internacionalesa proteccion de los principios laborales intefoaglmente reconocidosla
cooperacién mutua, el intercambio de informacidla greacion de un foro que permita el dialogo abigrla
participacion ciudadana entre ambos paises. Siiseegavanzar con éxito en la apertura del comelel® darse
paso a una nueva vision compartida sobre la fomnseduir adelante en materia laboral, es por glie,mirando
hacia el futuro, el presente Acuerdo de Cooperataimoral entre Chile y Panama contribuird al crésimo
econdmico y elevacion del nivel de vida de ambdsgsa’'Source:OAS.
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