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I.- BACKGROUND

Commercial regional alliances represent one of the distinguished 
phenomenon of our times.  Processes of integration are a great 
challenge for the countries of the American continent.

As well as globalization, free trade agreements can mean, if not
treated properly, a source of damage for the countries; or enormous 
benefits allowing the governments to increase the opportunities and 
advantages.



The commercial integration of the economies has recognized as a great obstacle 
the commercial advantage of cheap manpower in developing countries.  This can 
lead to unemployment in developed countries where the labor regulations and 
standards are complied.  This can mean, that to maintain in time precarious 
labor conditions for the workers of the poor countries is seen as an " advantage" 
and the paradox occurs that the absence or low standards of the labor rights 
results in a competitive commercial advantage in a globalized world.

Trying to handle this, the Ministry of Labor and Social Welfare of Chile has made 
some modification Since the beginning of the international commercial 
negotiations in order to achieve an appropriate structure to ensure the minimum 
labor standards compliance and to address the new challenges arising from the 
signing of commercial agreements.

For this purpose, the experience of other countries has been observed and some 
activities like technical visits and exchange of experiences were developed to 
acknowledge their experience in relation to the administration of agreements 
and the relation to the civil society.

I.- BACKGROUND



Chile was interested in becoming the fourth member of the NAFTA. This was 
expressed during the Summit in Miami in 1994 and President Clinton invited 
Chile to enter the Agreement.

Different situations delayed Chile’s integration to the NAFTA. 

In 1996 Chile begins  negotiating a bilateral agreement with Canada.  The 
negotiation lasted only 6 months and the agreement enters into force in July 
1997.

Early 1997, Chile starts negotiating with Mexico.  The Agreement entered into 
force in 1998.

In 2000 the US Congress approved the ‘Trade Promotion Authority’ (TPA).

The 14 Negotiation  Rounds, which began on December 2000 in Washington DC., 
successfully ended two years later.

II.- BACKGROUND OF THE AGREEMENTS



III.- CANADA-CHILE LABOR COOPERATION AGREEMENT

February 1997: signing of the Labor Cooperation Agreement related to 
the Free Trade Agreement which entered into force in July

First Labor Cooperation Agreement celebrated by Chile in relation to 
free trade agreements

2 main aims:
- maintain balance between economic development 

and labor conditions improvements, and
- not conditioning the economic development 

obligations to the labor regulations compliance



II.- CANADA-CHILE LABOR COOPERATION AGREEMENT

According to the Agreement, the countries are committed to comply 
with their domestic laws.

Promotion of the compliance of the domestic law by means of different 
instruments:

- Promotion,
- Inspection,
- Jurisdictional control,
- Social control



III.- CANADA-CHILE LABOR COOPERATION AGREEMENT

Based on the North American Agreement on Labor Cooperation (NAALC) signed 
under the North American Free Trade Agreement (NAFTA) 

Contains ILO’s fundamental rights and some rights related to work conditions 
and employment.

1. Right of Association and protection of right to organize;
2. Right to bargain collectively;
3. Right to strike;
4. Prohibition of any form of forced or compulsory labor;
5. Protection of youth and child labor
6. Minimum labor standards
7. Elimination of labor discrimination
8. Equal salaries for men and woman
9. Prevention of occupational accidents or work related diseases
10. Compensation in case of occupational accidents or work related diseases
11. Protection of migratory workers



IV. US-CHILE FREE TRADE AGREEMENT

In force since the 1st of January 2004.

Contains both legislative and administrative obligations for the signatory States

Chapter 18 is completely dedicated to labor matters.
The Agreement also includes an annex exclusively dedicated to labor 
cooperation between both States.

Both Parties are committed to effectively enforce the internal labor laws 
directly related to internationally recognized fundamental labor rights:

The Right of Association;
The Right to organize and bargain collectively;
A prohibition on the use of any form of forced or compulsory labor;
A minimum age for the employment of children and the prohibition and 
elimination of the worst forms of child labor; and
Acceptable conditions of work with respect to minimum wages, hours of 

work, and occupational safety and health.



The Agreement commits both Parties to refrain from promoting bilateral trade 
and investment at the cost of reducing labor rights considered fundamental by 
such Agreement.

Chile had already committed to the compliance of these international labor 
laws, by ratifying ILO`s fundamental conventions and, in 1998, adopting  ILO 
Declaration on Fundamental Principles and Rights at Work. 

The labor contents of the FTA were developed taking into account the particular 
circumstances of each Party to the Agreement and respecting the sovereignty of 
each Sate, in such a way as to completely rule out any legislative harmonization 
or accreditation of any current regulatory powers in either country. 

IV. US-CHILE FREE TRADE AGREEMENT



Judicial autonomy is also protected as the Parties must make sure that decisions 
taken by the courts are not subject to revision or reopened under the provisions 
of the Agreement.

Both Parties reaffirm their commitments acquired before ILO, and expressly 
recognize in the Agreement fundamental rights related to labor matters that are 
obligatory for both States and which guarantee that the respective domestic 
legislation will not in the future be diminished or modified so as to promote 
commercial competitiveness at the cost of reducing such rights. 

Mechanisms are established in the FTA in order to guarantee adequate judicial 
protection and procedural guarantees

IV. US-CHILE FREE TRADE AGREEMENT



The Agreement establishes an institutional body to monitor the fulfillment of labor 
standards recognized by both Parties. 

- Labor Affairs Council: cabinet-level or equivalent representatives of the Parties 
responsible for the implementation and progress of the Agreement’s Labor Chapter.

- Contact Points: official designated by the Labor Affairs Council within its labor ministry.

- Additionally, the Council may establish a roster of governmental working or expert 
groups and consult or seek advice from NGO`s, including independent experts, or request 
advice from all of them. 

- Labor Cooperation Agreement: promotes the effective application of the Declaration on 
Fundamental Principles and Rights at Work (1998) and particularly, ILO Convention No. 
182 (Elimination of the Worst Forms of Child Labor)

- Free Trade Commission

IV. US-CHILE FREE TRADE AGREEMENT



This FTA includes a consultation system which tends to avoid disputes and 
provides solutions satisfactory for both Parties for any doubt or difference that 
may appear, considering the possibility of setting up working or expert groups, 
recurring to good offices, conciliation and mediation.
The consultation mechanism established is simple and considers reasonable terms 
for studying presented cases.
This mechanism is previous to other procedures for dispute settlement.

If no agreement is reached, a request for an Arbitral Panel can be made.

The labor procedure and the specific implementation of this panel is regulated 
under the Chapter for Dispute Settlements (Chapter 22)

IV. US-CHILE FREE TRADE AGREEMENT



IV. US-CHILE FREE TRADE AGREEMENT

Conclusions

• An Annex on Labor Cooperation was also developed during negotiations, like the 
one of the Canada- Chile Agreement.

• A Dispute Settlement Mechanism  exclusive for the labor issues was also pursued.  
So, consultations and dispute settlement processes are first developed at the 
ministries of labor, before being addressed by the general dispute settlement 
mechanism

• Finally, the avoidance of commercial sanctions for failing to enforce the labor 
legislation was discussed.  This was settled with a compensation fund.



V.- CONCLUSIONS

• The importance of including the labor issues in trade agreements is:

encourages the improvement of the domestic labor law compliance.

Prevents commercial competition based on the reduction of labor and social 
conditions,

Creates specific labor dispute settlement mechanisms to protect the labor 
fundamental rights.




