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FTA with the United States


It was a marathon series of meetings, but with a happy ending. On December 11, Chile and the United States announced the successful conclusion of their talks for a Free Trade Agreement (FTA). Eleven years have passed since the negotiations began, under the administrations of President Patricio Aylwin in Chile and the elder George Bush in the United States.





In announcing the news, President Ricardo Lagos emphasized that the accord will bring “more jobs, more work, more development, more growth for our country.” At the same time, he noted that “an agreement of this scope requires us to prepare our young people today to dare to compete on an equal basis in the world in which they will live.”





The agreement follows two similar pacts concluded by Chile during the past two months – that signed on November 18 with the European Union and the October 24 treaty with South Korea – bolstering Chile’s quest to position itself as an investment platform thanks to its broad network of accords. It is the United States’ first such treaty with a South American country.





For the Chilean side, the final negotiations were led by Foreign Minister Soledad Alvear, Finance Minister Nicolás Eyzaguirre, and the Foreign Ministry’s Director General of International Economic Relations, Osvaldo Rosales. Top negotiators for the United States were U.S. Trade Representative Robert Zoellick and Assistant U.S. Trade Representative for the Americas, Regina Vargo. 





Zoellick expressed confidence that the agreement will serve as a model for a similar treaty extending from Alaska to Tierra del Fuego, emphasizing: “It’s a win-win state of the art FTA for the modern economy.” (See page 4).





Implementing the AUGE Plan


After four months of pilot operation, the benefits of the AUGE Plan (Universal Access with Explicit Guarantees), for Chilean health care are already in evidence. The pilot program focuses on patients suffering kidney failure, congenital heart abnormalities or childhood cancer.


A total of 9,400 medical consultations have taken place, providing care to more than 1,205 patients, including 107 heart surgeries and 79 operations for children with cancer. Treatment was also given to 231 patients with chronic kidney failure who had been waiting their turn for dialysis, and a further 23 benefited from kidney transplants. 





In its first stage, the AUGE Plan will provide total coverage for the 56 most common health problems in Chile which often result in catastrophic consequences for the families involved because of high treatment costs. Coverage for additional illnesses will be added gradually. 





On December 4, the administration submitted three additions to the Health Care Reform law to Congress. The most significant establishes a maximum waiting period for treatment for all illnesses – not only the 56 prioritized by AUGE – which may not exceed the current waiting time. These periods will be progressively shortened, in accordance with economic conditions and resources. 





And on December 12, the Chamber of Deputies passed the bill establishing the health care guarantee system, AUGE’s most important initiative, with 89 votes in favor and one abstention.





“An Old Friend”


On December 3, the President-elect of Brazil, Luiz Inácio Lula da Silva, paid a brief visit to Chile to “strengthen political ties and the bonds of friendship.”





After his meeting with President Lagos, at La Moneda Palace, the two leaders agreed on the need to strengthen Mercosur, in addition to reviewing bilateral trade and the challenges faced by both governments in achieving economic growth with social equity. They also reflected upon the need for the international economies to place confidence in Brazil after that country’s orderly election process. 





The Chilean President noted that “the world has the responsibility to show confidence in Brazil, because Brazil has shown confidence in the world,” and he referred to the popular Lula as “an old friend” with whom he “shares hopes and dreams.”





The Last Surrealist


Profound sadness was expressed throughout the world at the November 23 death of Chilean painter Roberto Matta at the age of 91, in Tarquinia, Italy. An architect by profession, Matta became one of the 20th century’s most important painters, as well as a sculptor and poet. He was considered the last representative of the surrealists, a visionary genius and a master of artistic forms.  





The government declared three days of official mourning, and Luisa Durán, wife of President Ricardo Lagos, traveled to Italy to attend the funeral. There she read a message from the President: “I come to say farewell to a Chilean, certainly, but also to one of the world’s greatest contemporary artists; to someone who was one of our own, but who was also a consummate international artist.”





On the day of the funeral, in Santiago’s La Moneda Palace, President Lagos led a tribute to the artist and his sculpture Tolomiro-Todomiro, which, at the President’s behest, has been installed in the Patio de Los Naranjos courtyard, where hundreds of people can walk around it each day.





Although the artist spent most of his life outside Chile, his son Ramuntcho recalls his father always saying that “Chile represented for him an incredible source of creative energy, an enormous good fortune.”





The Silk of the Aymara


The wool of the vicuña, the smallest of the South American camelids, is becoming a new source of sustenance for the Aymara, an indigenous group inhabiting the high Andean plains of Chile. The most recent Cites (Convention on International Trade in Endangered Species of Wild Fauna and Flora) agreement authorizes the sale of vicuña wool, provided it is designated as such and labeled with its country of origin.





The preparatory work for this achievement has been arduous. The first  measure was to support the recovery of the vicuña population, which hovered near extinction in 1960. Today, 98% of the world’s vicuñas live in Chile’s Parinacota province, in the country’s extreme north. The next step was to assemble specialists in various areas – veterinarians, biologists, anthropologists and administrators – to teach the Aymara people, with government backing, how to manage the business by implementing projects which do not threaten population stocks, harm local ecosystems or cause disease or death to the charming animals.





The wool taken from the vicuña has exceptional qualities: its fiber is the second-finest after that of the silkworm. It is light, has excellent thermal properties and is not scratchy against the skin. Thanks to the intensive controls on this product, supplies remain limited, and thus their commercial value is high.








Did You Know?





In pursuit of the agreement, 14 rounds of talks were held since December 2000.





The Chilean negotiating team comprised 70 professionals from a range of ministries, including lawyers, economists and diplomats. Thirty-four of them are between 25 and 35 years old, and 18 are women.





Approximately 1,900 Chilean businesses sell their products to the United States.





During 2001, exports to that country reached 3,351.7 billion dollars: 5.3% greater than the previous year.





When the trade agreements with the United States, the European Union and South Korea enter into force, Chile’s effective tariff rate will be less than 3%.

















87% of Chilean exports will enter the United States free of tariffs when the FTA enters into force.


























La cifra





Facts 





In November, the risk classification agency Standard & Poor’s confirmed the grade of A- for Chile’s long-term government debt in foreign currency.





France’s National Scientific Research Center (CNRS) has opened a regional office in Santiago. 





With 125 exhibitors representing 19 countries, ExpoNaval 2002, Latin America’s leading trade fair for naval defense systems and equipment, was held in the port city of Valparaíso.





The Inter-American Development Bank has allocated 745,000 dollars to Chile in the fight against drug trafficking; the money will be used to support the Vulnerable Neighborhood Program. 





In its latest report, the bank Salomon Smith Barney listed six reasons to have confidence in Chile: its low external debt, high level of reserves, manageable debt dynamics, public debt with low exchange rate exposure, strong public institutions and excellent access to credit and financing abroad.





Agenda








Quotes from President Lagos





“Today Chile is part of the world. Our small and distant country, which saw itself isolated and marginalized in other eras, today has achieved the status of a first-class partner of the world’s leading economic centers. A few months ago it was Europe, a few weeks ago it was South Korea, today it is the United States. All of this in one year, in the year 2002.” 


On the FTA with the United States.


 December 11, 2002





“If there had not been an agreement with Chile, it would have been very bad news for the region. I believe this was also a very important element at the political level in what became the final rounds of negotiations.”


ibid.





“Yesterday we celebrated, but today we must start to work more intensively and determinedly, so that the advantages obtained by our negotiators can be put to effective and beneficial use for our country.”


On the FTA with the United States.


December 12, 2002





“(There is a) myth that businesspeople are not investing because the government does not let them work in peace. Or the myth of those who say that the country is not advancing because businesspeople do not want to invest. These are myths. The businesspeople invest when they see opportunities for profitability, and if not, they don’t.” 


At an encounter with businesspeople, Enade 2002. 


Santiago, November 28, 2002





“This is a new step in favor of the liberties and the dignity of human beings.” 


In announcing the new Film Rating Law.


 December 9, 2002





Overheard





“The U.S.-Chile FTA really is a partnership for growth, a partnership in creating economic opportunity for the people of both countries. Chile is an ideal free trade partner for the United States because of its sound macroeconomic policies and commitment to free trade.”


 Robert Zoellick, U.S. Trade Representative. 


Washington, December 11, 2002





“President Bush is ‘very pleased’ by the agreement with Chile, which is important to America's economy and to the economy of Chile. The accord will mean higher, better paying jobs for Americans and is important to our outreach in the hemisphere with our friends and allies.”


Ari Fleischer, White House Speaker. 


Washington, December 12, 2002





“The transparency level is very important. The fact that there is a system to address the problem is good for Chile. When there is a lot of corruption in some countries, it is never in the news, it is not something open. I think it is good when the news is free, because one sees that there is a system of balance among the various powers.” 


Mary O’ Grady,


 The Wall Street Journal editorialist.


Santiago,  November 26








Agenda 


December 11-12: Visit of IMF President Horst Köhler. Santiago


January 3: Official Visit of the President of East Timor, Xanena Gusmao. Santiago


January 6-7: Official Visit of the Prime Minister of Sweden, Goran Persson. Santiago
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Free Trade Agreement


Chile-United States





Principal Points


When the FTA enters into force, 87% of Chilean exports will be eligible to enter the United States with a tariff of zero. By the fourth year, 94.8% will be tariff-free. Duties will be reduced on the remaining products in accordance with their sensitivity, within a maximum period of 12 years.





The FTA includes the following issues: tariff reductions on traded goods, rules of origin, customs administration, health inspection and phytosanitary measures, safeguards, technical trade barriers, investment and services, financial services, electronic commerce, regulation of competition, temporary work visas, intellectual property, government procurement, labor policies, environmental protection, transparency, and dispute resolution.





In addition, Chile obtained significant improvements in conditions for the temporary entry of professionals into the United States. 





Issues such as electronic commerce and trade through telecommunications, will permit Chile to venture more dynamically into the world of the new economy.





The FTA must be signed by the Presidents of both countries and ratified by their legislatures. If approved, it may enter into force as early as 2004.








 1
Chile News                                                                                                                                              


