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<ABSTRACT>

Policy Implications of the Free Trade Agreement between
Korea-Chile in the Fisheries Sector

The changes in fishery circumstances inside and outside Korea
have caused a lot of problems for Korean domestic fisheries.
Domestically, a new fishery agreement of Korea-Japan and
Korea- China have led to reduction of coastal fishing ground and
increase of fishers' unemployment. Externaly, the WTO will establish
a firm foundation of multilateral trade rules by advancing liberalization
in fisheries sector.

Besides, countries also searches for opportunities to realize trade
liberalization bilaterally through the establishment of FTA. In light of
the nature, scope and scale of the FTA negations, it is expected that
the FTA will have a substantial impact on this country.

Therefore, this paper attempts to analyze the effects in domestic
fishery of FTA, and suggests some policy directions to minimize
negative effects on the basis of this analysis. These are, for example,
the establishment of effective negotiation strategies, tariff-cut step by
step and stages, the levy of preference tariffs, etc.
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2. - FTA

SUMMARY OF CANADA-CHILE FREE TRADE
AGREEMENT

The Canada and Chile "interim" bilaera Free Trade Agree ment(FTA) will
provide a bridge to Chile's eventua accesson to the North American Free
Trade Agreement(NAFTA) and create momentum for the broader Free Trade
Area of the Americas initigive. The Agreement covers trade in goods and
sarvices, invesment and dispute settlement mechanisms. Canada enjoys an
excellent reputation as a high-quality supplier, which enhances the potentid
for sdes of our goods and services and for technology contracts with Chile.
There are two side agreements on environment and labour which complement
the FTA and will grengthen co-operaion and promote the further development
and effective enforcement of domedic laws and regulations in those areas.

The key features of the Agreement are :

The elimination of the 11-per-cent Chilean duty which is levied on all
imports, providing dgnificantly improved access to the Chilean market,
including immediate duty-free access for a wide range of Canadian goods. As
mog Chilean goods aready enter Canada duty free and dl Canadian exports
mug pay the 1l-per-cent Chilean duty, the remova of the taiff on the
mgority of products under the FTA is particularly favourable to Canada

Additional benefits and significantly improved guarantees for Canadian
invedors in Chile, unprecedented outside the NAFTA context.

A more secure regulatory regime for Canadian service providers exporting
to the Chilean maket, guaranteeing NAFTA-qudity rights.

Sde agreements on environment and labour reflecting the priority the two



7

countries place on enhanced co-operation and effective enforcement in these
aeas. These agreements provide a unique opportunity for Canada to
paticipae actively in the further modernization of Chile's labour and
environmenta laws and practices, as Chile does not have such agreements
with any other country.

As in the NAFTA, the Canada-Chile FTA contains a full-scope exemption
for culturd indudries; the broadest possible carve-out for socid services,
including hedth services; the excluson of over-quota taiffs for
supply-managed products; and an agreement on competition policy. The terms
of the Auto Pact are unaffected.

The Agreement should enter into force on June 2, 1997, following
legidaive goprova in both countries.

Market Access

Canada and Chile have agreed to the immediate elimination of tariffs for
the mgority of key Canadian indudria export interess to Chile. Taiffs on
mog other indugria and resource-based goods, other than footwear, will be
phased out over a maximum of five years. As a reqult of this FTA, Canadian
exporters will now pay a zero or deadily declining duty on al indudrid
goods (which account for 80 per cent of Canada's exports to Chile). This will
give Canadian exporters an important advantage over their principa
competitors in the Chileen market, including U.S., European and Asan
suppliers, as well as Chile's regiona trading partners. Excellent opportunities
will exig in the following sectors: machinery and equipment, particularly for
use in mining and foredry; telecommunications equipment; fertilizers;
metalurgicad and therma coal; pharmaceuticas; certain chemicad and glass
products; a range of wood and paper products; arcraft; rail and urban rall
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equipment; autos and auto parts; and hedth and medica equipment.

For textiles and apparel, the Agreement provides for a longer taiff
phase-out of up to six years for Canada and five yeas for Chile, and a
gpecial safeguard provision to guard againg import surges during the
phase-out period. These provisions mirror those included in the NAFTA.
Taiffs on footwear will be phased out over sx yeas in both countries.

The rules of origin in the FTA will be familiar to Canadian producers and
exporters as they are modelled on those found in the NAFTA. However, in
recognition of the gructure and openness of both the Canadian and Chilean
economies, the rules of origin for certain manufactured products have been
relaxed on a trangitiona bags. In these cases, the rule has been modified to
provide Canadian manufacturers with preferential access without requiring
mgor changes to their current sourcing of maeriads and parts. At the same
time, the NAFTA rules of origin have been retained in sectors such as
agriculture, most chemicals, plagics, textiles and gpparel.

The Canadian agri-food sector will benefit from immediate duty-free access
for exports of Canadian durum whea (from mid-April to mid-November i.e.,
during the Canadian shipping period to Chile), barley, lentils, cahary seed,
seed potaoes, malt, beer, ragpberries, maple syrup, musgard products, minera
waters and various fruit juices. The FTA dso provides immediate duty-free
access for important quantities of beef, pork and canola oil. Duties on
Canadian exports will be reduced to zero over five years for a vaiety of
processed agri-food products, including frozen peas, confectionery products,
chewing gum, chocolae, baked goods, pasta, soups and pet food. For milling
wheda, Chile's mog senstive product, a longer phase-out of 17 years will
apply. Canada will phase out a limited number of taiffs over six years,
primarily for horticultura products. Over-quota Most Favoured Naion(MFN)
tariffs for dary, poultry and eggs are excluded from tariff elimination. All
fish and fish products will enter Chile on a duty-free basis upon
implementation of the FTA.
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Canadas access to the Chilean market provided through this FTA for key
export interests in the indudtrial, agricultural and resource-based sectors will
be comparable to or better than tha provided to competitors from Argentina
and Brazil through Chile's recent trade agreement with Mercosur(Argenting,
Brazil, Paraguay and Uruguay). Moreover, should Chile grant even Dbetter
access for certain agri-food products in a future trade agreement with the
Mercosur countries, Canadian exporters will automaically receive these
benefits for milling wheat, whea flour, oilseeds and oilseed ails. In addition,
any better access ever negotiaed with the United Sates for those products, as
well as for pork, beef, potatoes, dried peas and cerea products, will aso be
provided automaticaly to Canada. This agoproach represents a sgnificant
guarantee that Canadian exporters of those products will remain highly
competitive in the Chilean market.

Canada and Chile have agreed to maintain their respective duty drawback
programs, which alow for the refund of customs duties levied on imported
materials and components incorporated into exported goods. The Agreement
prohibits the imposition or maintenance of customs user fees, and Chile has
agreed to eliminae its exiging fees. The cugoms procedures dso padlel
those found in the NAFTA and are designed to facilitate trade, while ensuring
effective adminidration and enforcement of the rules of origin and other
cusoms matters. The FTA reflects NAFTA provisions as they relae to the
temporary duty-free entry of necessary professiona eguipment and tools of the
trade for business persons. These rules dso cover goods imported for sports
purposes or display and demondration, commercial samples and goods that
have undergone repair or dteration in the other country.

Invest ment

With current Canadian invesments in Chile totalling more than C$7 billion,
and given Canadas postion as the second largest foreign investor in Chile,
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invesment plays a very important role in the bilaera reldionship. This
Agreement will significantly improve the overal lega regime goplying to
Canadian invedors in Chile by providing them with additional benefits and
guarantees unprecedented outside the NAFTA context. Chile has agreed to the
full range of NAFTA disciplines on non-discriminatory treatment. Through
national treatment and MFN clauses, the FTA will ensure that Canadian
invegors will be treaed smilaly to Chilean invesors and will receive
benefits equivalent to those Chile may grant to other countries in future
agreements. In addition, the Agreement carefully limits the conditions for
exproprigtion and guarantees Canadian invedors far and adequae
compensation if an expropriaion were ever to occur. The FTA alows
Canadian investors to take advantage of investor-state dispute settlement
provisions which offer access to expedient internaional arbitration procedures.

Canada has preserved the right to maintain certain exceptions to the
invegment obligaions similar to those under NAFTA. The FTA dso freezes
the current Chilean invesment regime a its dready liberd level, while
ensuring that Cenadian investors will benefit from any future liberdization. In
addition, the FTA ensures that Canadians wishing to inves in Chile will not
be sulject to any screening mechanisms which could block entry or otherwise
impede Canadian commercia interests.

While the Agreement will alow Chile to maintain existing capitd control
measures, it nevertheless prevents Chile from imposing more redrictive
measures againg Canadian invegors. The FTA will not permit Chile to
increase its current 30-per-cent reserve requirement on foreign credits, and
limits the reserve to a maximum two-year period. The reserve has been frozen
to goply to foreign loans and to portfolio investments entering Chile, but does
not goply to foreign direct investment except for the foreign credit portion of
these invesments. In addition, the redriction goplicable to repatriation of
invegments in Chile will be limited to the current period of one yea.
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Services

The FTA maks a significant further guarantee of liberaizaion in the area
of services. In particular, the Agreementfreezes Chile's current regulaory
regime, which is reldively open by international gandards. This will ensure
tha Canadian service providers will continue to benefit from a trangarent,
obj ective business environment. The freeze on Chile's regulatory regime will
prevent Chile from enacting any new discriminatory measures. Moreover, the
Agreement ensures that Canada will benefit from any future liberdization by
Chile related to trade in services. The FTA aso includes provisons on
temporary entry which expedite entry for Canadian invegtors, business vistors,
inter-company transferees and other business professionals.

In sensitive sectors, Canada retained the same level of protection aready set
out in the NAFTA, including a caveout covering gpecific socid
services(among them health). This reservation not only protects exiging health
measures butalso afords policy makers the flexibility to introduce new
measures to ensure the integrity of the Canadian hedth system.

The Agreement will enhance commercial opportunities for Canadian service
providers in sectors such as mining, foredry, condruction, engineering and
other professonal services, consulting services, specidty air services, education
and training, and touriam. Both countries have agreed to monitor carefully the
ongoing implementation process and to seek further opportunities for
liberalization following implementation.

Institutional Arrangements and Dispute Settlement Provisions

The inditutional arangements set out in the FTA ensure joint decision
making and effective dispute resolution. Canada and Chile will have an equd
voice in resolving problems through ready access to oljective dispute
settlement  panels providing authoritaive interpretations. The Agreement
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edablishes the Free Trade Commisson and the FTA Secretariat. The
Commission will supervise the implementation and any further elaboration of
the Agreement, and will resolve any disputes tha may aise. The Secretaria
will egablish offices in each country and support the Commission, as well as
acting as regisgra for dispute settlement panels and as the depository for
invedor-sae disputes.

The Agreement obliges Canada and Chile to seek agreed interpretations and
reach agreed solutions, reflecting the commitment of the two governments to
manage their trade relaions amicably. In the event that any mater arises that
might affect the operaion of the Agreement, either country may request
conaultations with the other. Should consultations fal to resolve the matter,
either country may request a meeting of the Commission. The Agreement
directs the Commission to settle the digpute promptly. If the countries are
unable to agree on a mutudly acceptable solution, either may initiae arbitra
panel proceedings. These provisons provide an effective, timely and find
procedure for the settlement of disputes.

Trade Remedies

Canada and Chile have negotiated a mutua exemption from the gpplication
of anti-dumping duties in the FTA. Canadian exports will be protected againg
future Chilean anti-dumping actions, a guarantee currently unavailable to U.S.
and other exporters in tha market. As Chile is a potentid NAFTA Party, this
exemption is consdent with the Canadian government's long-standing public
commitment to minimizing and eventually eliminaing the use of anti-dumping
duties within NAFTA. The Agreement provides for a phase-in of the
exemption linked to the find elimination of import duties in both countries
for each individud product, or ater sx yeas a the latest. This transitiond
period will provide for a mandatory review of the exemption in five years.
The agreement aso includes a forma consultation process to ded with any
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extraordinay circumstances caused by the impostion of import measures by
another country tha may dgnificantly divert trade. The agreed-upon process is
designed to facilitate the prompt restoration of norma trading paterns.

Labour Co-operation

A Labour Co-operation Agreement paterned after the North American
Agreement on Labour Co-operaion(NAALC) complements the Canada-Chile
FTA. Building on the FTA preamble, the goas of the Labour Agreement are
to promote the improvement of working conditions and living standards in the
two countries and to protect, enhance and enforcebasc workers' rights. The
Agreement reflects the shared recognition tha future prosperity depends on the
promotion of fair and open competition based on innovaion and rising levels
of productivity, with due regard for the respect of labour laws and principles.

The Agreement is designed to :

increase co-operation and promote greaer underganding in a broad range of
labour areas, through such means as publicaion and exchange of information
on labour law and enforcement and compliance procedures; oblige each Party
to ensure the effective enforcement of its domedic labour laws; establish
mechanisms to solve problems through bilaera co-operaive consultations,
provide for obective and comparaive evauaions of paterns of practice by
independent committees of experts, which will be made public; and in certain
cases, dlow for dispute settlement procedures.

The Agreement creates a new Canada-Chile ingitutional linkage through a
Commission for Labour Co-operation, which will ded with labour issues in a
co-operative and consultative manner. The Labour Commission conssts of a
Council of the labour minigers from the two signaory countries and a
supporting Naional Secretariat in each country.
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An important dimenson of the Agreement is the egablisnment of joint
co-operaive programs on key labour questions. This co-operative forum will
encourage government, business and labour to drengthen their contacts, discuss
bes practices, and develop knowledge and expertise about each country's
practices and sysems.

Ancther mgor feaure of the Agreement is that it commits each country to
the effective enforcement of its labour laws. This commitment gpplies to 11
basic labour principles covering industrid relaions matters such as freedom of
association and the right to organize, employment standards, and occupational
safety and hedth gandards. Canadians will have access to an internaiond
ingrument to raise concerns aout the enforcement of labour legidaion in
Chile, notably in the traded sector, and to have their concerns debaed and
resolved through forma procedures.

Environmental Co-operation

The Canada-Chile Agreement on Environmenta Co-operaion is a pardlel
Agreement accompanying the Canada-Chile FTA which includes similer
provisions to the NAFTA environmental side agreement (the North American
Agreement on Environmental Co-operation, or NAAEC). Through the proposed
interim CanadaChile Agreement on Environmental Co-operation, both countries
commit to effectively enforcing their environmental laws. Failure to effectively
enforce environmental laws can be addressed through a process of citizen
submissions and through a forma dispute settlement process between
governments. Canada and Chile aso agree to drengthen environmenta
co-operation, building on the progress made through the bilaera Memorandum
of Underganding(MOU) on Environmentad Co-operation signed in January
1995 during Prime Miniger Chrtien's visit to Chile.

The inditutional overlay of the exiging NAFTA side agreements has been
modified to reflect the interim naure of this bilaerad Agreement. The
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Canada-Chile Agreement edablishes a Council of Environment Minigers, a
Joint Public Advisory Committee (consgting of three representatives from each
country) and gmal Naiona Secretarias in each country responsble for
implementation.

The main difference between the Canada-Chile Agreement on Environmental
Co-operation and the environmental side agreement of the NAFTA is tha its
application to Chilean laws will be phased in over a two-year period. This
adaptation provides for the full coverage of Chilean environmenta law. It aso
clearly indicates the Chilean government's willingness to engage in an open
discussion with non-governmental groups on how best to reform those laws
requiring modernization during the two-year transition period.

The Canada-Chile FTA dso ecificaly identifies goals such as
environmental protection and conservaion, sustaingble development, and the
drengthening of the development and enforcement of environmental laws and
regulaions.

The 1995 MOU on Environmenta Co-operaion focuses on capacity
building, technology transfer, environmenta management, technical asdstance
and internationa co-operation. The MOU has aso helped to increase Canadian
trade with Chile in environmenta technologies and services, as well as to
enhance Canadas profile in terms of the development of environmenta
regulaions and legidation.
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Background

CANADA-CHILE TRADE AND INVESTMENT

Chile has the mogt gable and fagteg-growing economy in its region; over
the last decade, annuad economic growth has averaged amost 7 per cent.
Market-oriented policies have encouraged an entrepreneurial spirit and a srong
private sector. With low unemployment, faling inflation and rising wages,
Chile has edablished its credentiadls as a dedrable trade and invesment
partner.

Chile has grong trade links in the region, and with the European Union
and Asia. Many companies are finding that Chile is an excellent gateway to
the expanding markets of Lain America

Chile's maket liberdization and economic dabilization programs have
dready led to a dgnificant increase in the volume of Canadian business with
that country.

Total two-way Canada-Chile trade has increased dramaicaly since 1990,
with shipments totalling $666 million in 1995, up 20 per cent from the 1994
total of $553 million.

Canadian exports to Chile increased 47 per cent from 1993 to 1994, and a
further 23 per cent to $387 million in 1995. In tha yea, the trade balance
was $109 million in Canada's favour.

Tight, regponsible fisca policies have creaed an atractive investment
climate in Chile. Invesment has grown from 14 per cent of GDP in the
mid-1980s to an average of 20 per cent in the lagt three years.

Canadian invegment in Chile is in excess of $7 billion, making Canada the
second largest foreign invedor in that country. Canadians have invested in
such sectors as mining, energy and telecommunications.

These investments are encouraging further exports of Canadian vaue-added
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goods and are generaing jobs in Canada. The trade agreement with Chile will
help protect current and future Canadian investments.

Canadian exporters of services to Chile are increasingly active in areas such
as consulting engineering, mining and forestry, and environmenta enhance-
ment.
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