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Executive Summary

Indonesia and Chile had agreed in November 20@8nduct a joint study group on the
merits of a bilateral free trade agreement. Botlmtides agreed that the study would be
completed by early 2010, with recommendationsHeirtpolitical authorities.

The bilateral relationship has developed considgrai recent years, such as the
establishment of a Joint Commission reflecting sirared commitment of the two
countries to advance cooperation on a wide rangeilaferal and regional interests.
Indonesia and Chile have worked closely and theyvatling to expand further its

relationship given the importance of the two natiam the Southeast Asia and Latin
America region. Indonesia the largest economy iEAN and the world’s fourth most

populous nation, and Chile one of the most develgmnomies in the Latin America
region.

Despite of trade potentials, trading relationshgiween two countries is still very
limited. Indonesia and Chile trade mostly in nohamid gas commodities and two-way
bilateral trade amounted to some US $ 400 millim2008. Chile currently ranks 51st
in Indonesia’s export destinations and Indonesiaksa3%' in Chile’s export
destinations. There are significant trade compldaréies between the two countries.
Chile supplies agricultural, resource-based prajuntanufactured goods and services,
whereas on the other hand, Indonesia suppliesietyaf processed food products and
other labor-intensive goods and other manufactures.

There is substantial scope and opportunities tengthen the trade and investment
relationship, including by addressing barriers tadé and investment in both
economies. In recent years, there have not beestiments between the two countries;
With the Joint Study Group (JSG) it was possibleexplore the potential of trade in
goods and services, investment and cooperation.

In preparing the study both Governments accordeatifyr to consultations with key
stakeholders, including different levels of goveemty business and other interested
groups. In addition, both sides undertook economiadelling to investigate the
economic impact of a bilateral FTA. These consultet in combination with the
economic modelling have established the basid®résults obtained in this study.

The study aims to shed light on the main impact th liberalization of trade and
investment based on a WTO-consistent Free Tradeehgent (FTA) would have on
both economies, and which aspects might be include@&n FTA between both
countries.

The feasibility study finds that a bilateral FTAtlween Indonesia and Chile would
provide valuable benefits for both countries. Mdbreadly, however, the feasibility
study confirms that while a range of obstaclesikatdral trade could be eliminated by
each country as part of the Indonesia and Chile.FTA

The study shows that gains would be achieved ual&TA as results of a reduction of
tariffs and non-tariff barriers to trade betweea tiwo countries

A bilateral FTA would be expected to cover a sersicector of importance to each
country.

The main sectors for foreign investment in Chile arining, electricity gas and water
supply;; services, transport and communications farahcial sector. Indonesia would
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be better placed to attract Chilean investmenta@albhein communication, mining, and
financial sector..

A bilateral FTA would be expected to intensify asilengthen cooperation between
Indonesia and Chile, including areas such as cugtmvedures, standards, technical
barriers to trade, sanitary and phytosanitary, gowent procurement, competition
policy and intellectual property rights.

The Joint Study’s main conclusions indicate thaFaA between Chile and Indonesia
would have a positive impact on the economic retehip of the two countries:

* An FTA between Chile and Indonesia would, as altreduhe tariff elimination,
increase bilateral trade for both countries. Eveorenthe trade facilitation
associated to the FTA could make possible to tigateds that at present are
“non traded goods” in bilateral terms.

« An FTA, with disciplines that provide legal certginwould improve the
investment environment and would have a positivpaich in the export of
services including those associated to the increbsade in goods.

*« An FTA between Chile and Indonesia would induce edluction in the
transaction costs of trade between the two cowmtdige to the inclusion of trade
facilitation measures.

* Both Indonesia and Chile have solid networks ofnecaic relations in their
respective regions. Indonesia has agreements WE8EAN, Japan, China,
Korea, India, Australia and New Zealand economiesl as currently
commencing negotiation with major trading partri@iaterally and regionally.
On the other hand, Chile has commercial and ecoan@gieements with all
Latin American countries and with the USA and Candddonesia could be a
gateway for Chile to the South East and East Asi@lile could be the gateway
for Indonesia to Latin America.

The conclusions and recommendations of this studlyisa to the Indonesian and
Chilean Governments on the positive results obthibg the “Chile-Indonesia Joint
Study Group on the Feasibility of a Free Trade Agrent”, so that appropriate
decisions concerning future negotiations betweenleCand Indonesia should be
considered.
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I.  INTRODUCTION

.1 Background of the Study

Indonesia and Chile have agreed in November 20@®noluct a joint study group on
the merits of a bilateral free trade agreementhBountries agreed that the study would
be completed by early 2010, with recommendationghieir political authorities.

Indonesia and Chile, who are members of Asia artfie&ooperation (APEC), have a
few ranging relationship, encompassing extensivitigad, commercial, developmental
and people-to-people links. The bilateral relatiopshas developed considerably in
recent years such as the establishment of Jointn@gsion between Indonesia and
Chile, reflecting the shared commitment of the tlwontries to advance cooperation on
a wide range of bilateral and regional interestadonesia and Chile have worked
closely and likely to expand further its relatioipsim the future given the importance of
the two nations in the Southeast Asia and Latin Acaeregion, with Indonesia the
largest economy in ASEAN and the world’s fourth t@spulous nation, and Chile one
of the most developed economies in the Latin Anagrggjion.

Despite of trade potentials, trading relationshgiween two countries is still very
limited. Indonesia and Chile trade mostly in nohamid gas commodities and two-way
bilateral trade amounted to some US $ 400 mililo2008, for which Chile currently
ranks 5% in Indonesia’s export destinations. There are ifiggmt trade
complementarities between the two countries. Clsilgoplies some agricultural,
resource-based products and services whereas asthtbehand, Indonesia supplies a
variety of processed food products and labor-intenand other manufactures.

There is substantial scope and opportunities tengthen the trade and investment
relationship, including by addressing barriers tadé and investment in both
economies. Recent years, there is no investméweba the two countries; therefore, a
Joint Study Group (JSG) is highly feasible to explthe potential of trade in goods and
services, investment and cooperation in certaiasare

.2  Objectives of the Study
The study aims to shed light on the main impact th liberalization of trade and
investment based on a WTO-consistent Free Tradeehgent (FTA) between the two
countries would have on their economies, and whhects might be included in an
FTA between both countries. The outline of the gtwas agreed by both sides which
include among others:

e Comprehensive tariff liberalization;

« Enhancing bilateral trade by addressing non-thaffiers;

» Broad-based liberalization of the services sector;

* Addressing impediments to the two-way flow of traahel investment;

* Measuring attributes to strengthen intellectuapprty regimes;

» Competition policy reform;

* Improving customs procedures;

» Addressing technical barriers to trade, such dmieal regulations and standards;
e Economic cooperation and information exchange berassues of cooperation;
* Environment and international trade, and

e Labor and gender issues.

10
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1.3 The Environment for a Bilateral Free Trade Agreemen

The global economic slowdown, which gathered reatn@ntum in late 2008, continues
to challenge policy makers in both Indonesia andeCBoth countries are members of
APEC countries which confirmed the vital importanoé resisting protectionist
pressures and advancing trade reform to supponioatic growth and development. An
open trading system and further reform — whetheltilateral or bilateral — will be
important to the long-term growth prospects fotbloidonesia and Chile. The FTA that
addresses impediments to bilateral trade and imergtwill help promote this goal.

For many of the economies of South East Asia arith lAamerica, which have strong
interest in an open, rules-based internationaintpdystem, the recent slow progress of
the WTO Doha Round negotiations has been disappginBoth Indonesia and Chile
seek, as the highest priority of trade policy, ecessful and substantial outcome from
the Doha Round and have worked actively in the WT®O,APEC and other
international and regional fora. A substantial Dét@nd outcome would not only lay
the basis for a stronger world economy in the madand longer term, but would also
have an immediate impact on global economic confide

For many countries, including Indonesia and CHIEAs have emerged as an important
complement to WTO disciplines. The spread of FTasimderpinned by a variety of
factors, including: a desire to improve market as¢c¢o build global networking and/or
maintain economic competitiveness as other countniegotiate FTAs, as well as
limited progress at the WTO. In addition, some ¢oaa seek FTAs to pursue broader
non-economic foreign policy or strategic objectiveshile in other cases the
contribution such agreements would improve domestiorm initiatives. Through its
membership of ASEAN, Indonesia is a party to theEAN Free Trade Area (AFTA).
It is also a party to the ASEAN Framework Agreement Services (AFAS), the
Agreement on the ASEAN Investment Area (AlA), andframework Agreement on
Intellectual Property Cooperation. ASEAN’s aim @ form an ASEAN Economic
Community, with a single market for goods and smwiby 2015. AFTA commits Six
member nations (Brunei Darussalam, Indonesia, Ma&ayhe Philippines, Singapore
and Thailand) to eliminate import duties, except semsitive and highly sensitive
products by 2010, and the other four member nati@asnbodia, Laos, Myanmar and
Vietnam) to similarly eliminate duties by 2015 epten sensitive and highly sensitive
products.

Again through its membership of ASEAN, Indonesias Haeen involved in FTA
negotiations with a number of other economies.sltthus a member of separate
agreements between ASEAN and China, the Repubkooda, and Japan. It is a party
to AANZFTA and patrticipated in the recently conadddnegotiations between ASEAN
and India. Indonesia also recently concluded itst foilateral trade agreement with a
non-ASEAN member, the Economic Partnership Agreeméth Japan. Indonesia is
also negotiating bilateral agreements with Pakistsfter concluded Joint Feasibility
Study of Bilateral FTA with Australia and India March 2009, Indonesia is going to
immediately negotiate a bilateral FTA with Austaaland European Free Trade Area
(EFTA) member countries. By mid of June 2009, Inekia has signed an agreement of
Joint Feasibility Study for Trade and Economic Caragion with Tunisia.

An Indonesia-Chile FTA could add high value to thasting trade agreements by: (a)
providing more extensive tariff elimination betwet#re two economies; (b) making
additional commitments in areas such as servicdsirarestment, as well as customs
procedures, intellectual property and competitioalicy; and (c) strengthening
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economic cooperation in a wide range of areas siscbcience and technology, small
and medium enterprises, education, tourism, lagisgtc. These valuable opportunities
are detailed in this report.

I.4  Political and Strategic Implications of FTA

For Indonesia and Chile, broader economic andegfi@tobjectives are taken into
account in determining partners for FTAs. From katbral relations perspective, an
FTA would be an important further step in curreffords to broaden and deepen
Indonesian-Chilean ties. Both Governments have detmated strong commitment to
expand further trade relationship. Both Governmewtshowledge, however, that two-
way trade and investment relationships are stiflited. Therefore, an FTA should
explore the potential of strong complementaritiesMeen the two economies.

As the largest economy in South East Asia regiodpmhesia has helped to drive its
emergence as a key forum in Asia Pacific regiomlonesia is also emerging as a
significant player in global issues including tradémate change and the development
of democracy. Reflecting this expanding regional global role, Indonesia places very
high priority on developing relations with Asia FecEconomic Cooperation member

countries, including to the Latin America as wasl the economies of North America.

A strong bilateral FTA between Indonesia and Chitauld set a positive example by

encouraging greater trade liberalization, econoreform and economic integration

across Asia Pacific region.

From Indonesian perspective, Chile is the thirahiicant merchandise trading partner
in Latin America. In addition, Chile has also thesnstable and transparent commercial
environment, and the highest GDP per capita amaatgh LAmerica region. In fact,
Chile has implemented bilateral FTA with 59 cousgrivhich signaling opportunities as
entry point for Indonesian products to Latin Amarregion along with complementary
of products between the two countries. Moreovengugh good governance, it is noted
that Chile’s basic infrastructures have been deeacsignificantly to ensure economic
cooperation with other countries.

A freer flow of goods, services under a bilaterdlARwould help bring the countries
closer: a strategic goal of both nations. Expegehas shown that closer people-to-
people links follow naturally from intensified eamic engagement. Closer economic
ties can contribute to Indonesia's and Chile’s eoun development and then its
prosperity and stability, are positive for econoimniegration in the Asia Pacific region.

For Indonesian side, a bilateral FTA with Chile Wwbtelp economic integration with
Chile. Indonesia offers Chilean companies expotemtials in agriculture products,
food and beverages; including mining products. &hsralso scope to expand services
exports in construction and infrastructure develeptn finance, education and
transportation sectors.

Indonesian producers also consider expanding rsarke Latin America. Latin
American region is considered one of the importartt under developed trading market
for Indonesian producers, with trade value in 200®nly two per cent of total trade.
Because Chile has a strong trade and investmesgmee in Latin America economies,
an FTA with Chile could allow the expansion of tadetworking for Indonesia with
the rest of Latin American region.
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The Ministry of Trade of the Republic of Indonepiat the study as one of the priority
program in 2009. In preparing the study, Indoneside would collect secondary and
primary data from government institutions sour@éetgrnational institutions and others
relevance sources. Indonesian side also will uallerpublic consultation with related
Department/Ministry and private sector in capitaldaa few provinces to help in
preparing the report of the study.

The methodology in this study is detailed in ChapeThe analysis aims to estimate
the effects that a tariff reduction would bring abm bilateral trade between Chile and
Indonesia. The methodology “will consider a sepaftial equilibrium models, one for
exports and one for imports, taking into consideraChilean and Indonesian trade data
from 2007 and 2008 respectively. The final resintterms of imports and exports are
given by the difference between demanded and ®gpploods after the application of
the tariff reduction. Other models might be anatlyzbut in our experience partial
equilibrium models are better suited for the impactdeveloping economies. Since this
analysis is performed only on traded goods, itésaaside the potential trade between
the two countries (trade in non-traded goods). Bhisset of products is important to
analyze too, because allows to quantify the toaah @f a Free Trade Agreement”. This
modeling would also provide benefit and cost of tdw@f reduction under the bilateral
FTA between the two countries. Modeling resultsusth@lso be used only to infer the
outcome of trade liberalization and the magnitutdeuch impacts.

A bilateral FTA would strengthen the emerging sgat partnership between Indonesia
and Chile and carries positive symbolic value far global community. Indonesia and
Chile are democratic countries and a middle incatamdard of living in the Asia
Pacific region. Indonesia and Chile can send dcgpmt message to the global
community that despite long distance between tleedoawuntries and different histories
and circumstances, two countries are able to winkety and productively to advance
their mutual interests.

13



Chile-Indonesia Joint Study Group on the Feasjbilita Free Trade Agreement (FTA)

.  OVERVIEW OF CHILE/INDONESIA TRADE AND
INVESTMENT

.1 Main Characteristics
[1.1.A Macroeconomic Features

II.1.A.1 Chile

A high and sustained economic growth and a markagravement in social
development have been the most distinctive charatits of the Chilean economy
since the 90s; noteworthy was the reduction of ggv@&he governments since 1990
supplemented growth-oriented economic policies ditused social policies and an
enhancement in investment in human capital, couplgd a liberalization of the
economy. Although growth slowed down at the enthef90’s due to external factdrs
and the firét years of the 2000s, a period of economic recowery experienced since
2004 and in 2009 a slow down of the economy is etgok as the international
economy has experienced a severe financial crisize sSeptember, 2008. This has
meant a GDP growth of 5.5% in the last 17 yearsaandxpected growth in the region
of -0.75 and +0.25% in 2089 higher than the average of Latin America andwbdd”,
and a recovery since 2010, based on the macroed¢orondamentals that created the
sustained growth since the 90’s.

The national development strategy is based on &lsatarket economy open to
international trade, where the foreign trade seistar main driving force of growth. At
the same time, the core elements of the econonlicypover the past 15 years have
been based on macroeconomic stability, eliminadtibdomestic market distortions and
a gradual lowering of barriers to foreign trade the years of high copper prices and
expansion of the world economy, the macroecononlicy was able to save a large
part of the additional incomes, which has meant tihe country is better prepared for
the international crisis of 2008/2009. Under suchditions, the Chilean economy has
achieved a high level of competitiveness and opgtarthe world economy.

Chile's macroeconomic stability and its generalammnomic performance have been
acknowledged by the main international risk rataggncies. In 2008, the Economist
Intelligence Unit rated the country-risk as onetlu# lowest in the world, lowest than

Japan, the United States and other developed satod slightly higher than the risk of
Germany or the United Kingdotnand the less risky in the whole of Latin Amerina

in an equal standing with many countries with higvelopment levels. In 2008, IMD

(Geneva) ranked Chile as the™fore competitive nation (the most competitive in

Y In the late 1990s, end of 1998 and early 1999|eGheconomy experienced an impact of the Asian
crisis with adverse effects on its terms of tradéd axport volumes, “sharp fluctuations in domestic
interest rates, exchange rate pressures, andousahiought (attributable to the weather phenomérzon
Nifia)” in Aninat, Eduardo (2000) “Chile in the 199Embracing Development Opportunities”, Finance
28( Development March 2000, Vol. 37, Number 1, IMFastiington, D.C

® The Budget Director estimates a -0.75% to + 0.26@P growth in 2009. in Alberto Arenas
“Evaluacion de la Gestién Financiera del Sectorliedken 2008 y Actualizaciéon de Proyecciones para
2009”  Presentacion ante la Comisibn Especial Mixta Presupuestos, 15 June 2009 in
http://www.dipres.cl/572/articles-45382_doc_pptH#8ii7,17,Diapositiva 17

4 IMF(2009) “World Economic Outlook-Update”, Janu@§09 in http://www.imf.org/external/index.htm

®> Economist Intelligence Unit, May 2008, quoted ian@té de Inversiones Extranjeras (Chile) CINVER
in http://www.cinver.cl/clima/competitividad_agensi agencias_clasif.asp
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Latin America), and just below Belgium (24) and i@a (255. The sovereign risk of

Chile is the lowest in Latin America, and compdaeegrably with Asia and Europe: the
EMBI reached 353 for Chile in November 2008, whilevas 739 for Latin America,

619 for Asia and 707 for Europe

[1.1.A.1.1 Chile: Gross Domestic Product

The economic activity has shown high dynamism amstasned growth over the last
two decades, and particularly after the recesdian hit the country in the early 80s.
According to the Central Bank of Chile, in the peril990 — 2007, the economy grew
at an annual rate of 5.5 percerih 2009, the growth rate of GDP is expected txhe
between 2% and 3%, in the middle of the internaiidmancial crisis. As a result,
these indexes basically doubled in the course ®®0s decade. At the end of the 90s,
economic growth first slowed down (3.4 percent®98) and then dipped (-1.1 percent
in 1999). In the year 2000, the Chilean econonyahea reactivation process and is
estimated that for current 2009, GDP will get @ rait growth in the region of -0.75%-
+0.25%, while for 2010 most forecasts suggestithaill recover and further increase,
according to the evolution of the internationakficial crisis.

The fastest growing sectors in the last years (20@807) have been communications,
financial services, commerce, agriculture, constoncand transport. During 2007 the
share of services (financial, firms and personal)tihe total economic activity

represented 34.3 percent of GDP, commerce, hotdl rastaurants 11.1 percent,
manufacturing industry 17.1 percent; mining 7.7cpat and agriculture and fishing 5.2
percent. Among the rest of the economic sectagemsport and communications
attained increasing importance over time, reachiry3 percent in 2007, and

construction has recovered with the increase iestment reaching to 7.6 percent of
GDP in 2007.

[1.1.A.1.2 Chile: Inflation

The endemic problem of persistently high inflatrates that characterized the Chilean
economy in the past has been reined in and isaaityriarget in the macroeconomic
management. One of the most significant baseseointtation control policy has been
the independence of the Central Bank. In the e¥$; the Central Bank established a
policy aimed at the gradual reduction of the indlatrate, announcing the inflation goal
to be reached annually, which was strictly met ewace.

As from 1994 the inflation rate fell to a one-difjgure, reaching the levels exhibited
by developed economies. While in 1990 inflatiooost at 27.3 percent, in the period
1995-1999 it was less than 6 percent. Althoughd@72inflation showed an increase,
reaching 7.8%, mostly because of the internatiamfédtion in commodities and food
prices in that period, by the end of 2008 inflativexd been reduced (7,1%), and the
expectations for 2009 are that it will be reduced ke in the region of 3.138.5%°,

6 IMD (2008) “World Competitiveness Yearbook 2008", Geneva in
http://www.imd.ch/research/publications/wcy/uplaambreboard. pdf

! EMBI global spread from JP Morgan Chase in
http://www.bcentral.cl/publicaciones/estadisticaf@imacion-integrada/pdf/lbm122008.pdf

8 GDP Series since 2003 at 2003 constant pricebeleseries at 1996 prices linked by Central Bahk o
Chile in Stanger V., Michael (2007) “Empalme deBBide los Componentes del Gasto: Series anuales y
trimestrales 1986-2002, Base 2003", N° 55, Mar€l72 Santiago, Chile and GDP at 2003 prices series
published in http://www.bcentral.cl

° Banco Central de Chile(2009) “Informe de Politicslonetaria”, January 2009 in
http://www.bcentral.cl/publicaciones/politicas/pdf/ipm012009.pdf . The forecast of inflation for 2009 by the
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keeping within the target range of the monetaryicgolThe inflation goal has been
deemed to be the nominal anchor of the economyrbieg a determinant sign for
private stakeholders. Until 2006, the inflationabestablished by the Central Bank
stood in the range 2 — 4 percent, in line with ¢fiperience in the last 5 ye&rswhile
since 2007 the target is to keep the rate of iftain 3% (+-1%) most of the time

Chart 2.1 Chile’s Consumer Price Index 1990-2008
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Source: Calculated from Central Bank data

[1.1.A.1.3 Chile: Export Sector

A driving force behind economic growth has beendkport sector. With growth rates
well above GDP, exports multiplied by more thanheipetween 1990 and 2008

Considering that there is a direct relation betwesmsonomic growth and the
development of foreign trade (exports plus impotts¢ rate of growth of foreign trade
was around 9.4% percent per year, between 199@@dd, higher than the growth of
the GDP which reached annually in average 5.5%alToreign trade represents in

Central Bank was 3.1% at the beginning of the yaad, has been reduced in the following months,goein
in the region of 0.6% in May of 2009, as in “Preseion del Informe de Politica Monetaria ante la
Comisién de Hacienda del Honorable Senado de lailiep” José de Gregorio, Presidente, Banco
Central de Chile, 13 de mayo 2009 in
http://www.bcentral.cl/politicas/presentaciones/consejeros/pdf/2009/jdg13052009.pdf, page 16.

19 Banco Central de Chile “Encuesta mensual de eapeas econdmicas’, January 2009 in
http://www.bcentral.cl/estadisticas-economicasésemdicadores/xls/expectativas/resultado.xls

11 Central Bank of Chile “Informe de Politica Moné#irl8 de enero de 2006, Santiago de Chile. “The
Board ...keeps a projected inflation in the ran§e@ do 4%, centered in 3% in the customary policy
horizon of 12 to 24 months”.

12 «E| Consejo reafirma su compromiso de conducirdétiga monetaria de manera que la inflacién petagase
ubique en 3% en el horizonte de politica”, Cenahk of Chile “Informe de Politica Monetaria” 16 de
mayo de 2007, Santiago de Chile, page 50

131n 1990 Chilean exports were US$ 8.4 billion aedahed in 2008 US$ 67.8 billion
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2007, 86% of GDP* The opening of the Chilean economy to internationarkets has
been beneficial for the growth prospects. From 1@098008, exports of goods grew at
an annual average of 12%reaching a peak in 2008, with an amount that edseé7
billion dollars.

Between 1990 and 2008 Chile continued to opentrnational markets. The nominal

foreign tariff was reduced from a flat 15 percemtan 11 percent rate in 1992, with

unanimous Congress agreement. As from 1999, th&afi#f rate was scheduled to drop

1 percent each year until 2003, remaining at 6grerdt should be noted that flat tariffs

are a central aspect of the non-discriminatory miagkonomy that characterizes Chile's
economic policy.

[I.1.A.1.4 Chile: Foreign Investment

As a result of the liberalization process, foreidinect investment has exhibited a
significant growth. In the period 1990 — 2007 fgredirect investment totaled 82.9
billion dollars. This figure compares favorably Wwithe 8.6 billion dollars of FDI
recorded in the period 1974 — 198Foreign direct investment in 1990 represented 5.7
percent of GDP and reached 7.6 percent in 2004 2007, foreign investment reached
a level of US $ 7.340 millions.

Chart 2.2 Chile’s Foreign Investment 1985-2007
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Source: Foreign Investment Committee (CINVER)

The increasing flows of exports and foreign investirhave been the two cornerstones
of the Chilean economic globalization in the 199@008 period. Reserves reached
16,910 million dollars in 2007, an amount that es@nts more than 6 months of
imports, while net foreign debt (foreign debt minokernational reserves) in relation to

14 Exports+imports of goods and services/GDP at emisR003 prices, Chilean Central Bank in
http://si2.bcentral.cl/Basededatoseconomicos/95deleaasp?c=CN_BO03_27&i=E&f=A&I=29&crec=n&t
m=n&dec=0&sep=punto

®In current US $

'8 |ncludes investment through the Foreign InvestnSatute (D.L.600), Chapter XIV and Chapter XIX.
" Includes investment through the Foreign InvestnSatute (D.L.600), Chapter XIV and Chapter XIX.
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Chilean exports dropped from a 3.13 ratio in thagoe1984 — 1989 to 0.65 in the
period 2004 — 2006. In 2007, the ratio of net fgmeidlebt in relation to Chilean exports
reached a 0.58 figut®

[I.1.A.1.5 Chile:Investment and Savings

The great dynamism of the Chilean economy in this 9s spurred by the high
investment rates recorded during the period, whisb constitute the best guarantee of
future growth, although at the end of that perioeré was a fall due to the economic
slump as a result of the Asian crisis. While in fheriod 1986 — 1989 investment
represented 14.8 percent of GDP, in 1990 — 200¥ rdte reached an average 20.9
percent®. Very important indeed was also the high rate ahdstic savings in the 90s
and the first years of the new millennium, withaarerage of 21.6 percent over the GDP
for the period 1996-2006, one of the highest ininL&merica, and a record of 25.7
percent over the GDP in 2087

In 2005-2007, there was an increase in investnmanstly due to an improvement in
expectations, a sound macroeconomic policy, a mgown the prices of Chilean
exports, and the firm expansion of the internatioeaonomy. This was also
supplemented with the growth of infrastructure stweent in public transport
(highways, underground metropolitan transport ofitdgo, urban rail net in Viia —
Valparaiso and other cities).

Chart 2.3 CHILE's INVESTMENT RATE AS % OF GDP 1986-2007
(CONSTANT 2003 PRICES)
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'8 Figures calculated from Central Bank data

19 Central Bank of Chile in Stanger V., Michael (2D0Empalme del PIB y de los Componentes del
Gasto: Series anuales y trimestrales 1986-2002 B863", N° 55, March, 2007, Santiago, Chile and
series
20 Savings data in current pesos in Central Bank
http://si2.bcentral.cl/Basededatoseconomicos/953.asp?f=A&s=PPIB7&idioma=E&sep=coma&a=0.7

801773865312633&crec=n
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[1.1.A.1.6 Chile: Employment and Salaries

The reduction of inflation, high GPD growth ratexlaexport increases went hand-in-
hand with high investment and domestic savings sratehich favored a high
employment creation. While in the period 1986 —94 88 average unemployment rate
was 10.2 percent, in the period 1990 — 1998 ittéell.0 percent. However, as a result of
the Asian crisis, unemployment climbed considerabl$¥999, reaching its highest level
in 1999 (10 percent). The unemployment rate has lbeduced since 2004 and has
continued to drop, standing at 7.0 percent for 20f&ow the 8.0 percent of 2006.
Preparing to the consequences of the internatiéinahcial crisis in the Chilean
economy, economic reactivation and pro-employmergasures fostered by the
government, together with interest rates cuts kbyGhntral Bank since December 2008,
unemployment increase is expected to be moderategd2009. The rate of creation of
new jobs had been of 148 thousand jobs each yeavemage, since 2080

Equally important has been the rise in real sadafier these have grown at an average
2.3 percent in the period 1994 — 2006, which tatesl into a 32 percent increase for
that period. It should be noted that from 1990 971 real salaries rose at 3.1 percent
annually. In 2006, real wages had increased by 2?0%

Chart 2.4 Chile’s Rate of unemployment 1987-2007
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12

1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
YEARS

Source: Calculated from Central Bank data.

On the other hand, average labor productivity ats® significantly since the 90s. In
the period 1986 — 1989 it grew at only 2.5 per@mtually; while in the period 1990 —

2007 the average annual growth rate was 3.3 perogthit a peak of 9.2 percent in

1995. Productivity growth has been a decisive factdhe competitiveness of national
industries. As a result of this important produityiygrowth, the rise of real salaries has
not affected the inflation goals set by economithauities.

2L Employment reached 6.45 million people in 2007c@spared to 5.41 million people in 2000 (Source
of data is National Institute of Statistics-INE-gtished in website of Chilean Central Bank)

22 Figures from National Institute of Statistics (INE in
http://si2.bcentral.cl/Basededatoseconomicos/953.a8p?f=A&s=REM_R_HORA&idioma=E&sep=co
ma&a=0.7508357498669635&crec=n
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The evolution of employment and productivity areotwf the most positive
characteristics of recent economic performanceh &it emphasis on social progress.
These have been the main mechanisms whereby tleditsesf economic growth have
been transferred to the poorer sectors of the @hisociety. The population below the
poverty line fell from 45 percent in 1987 to onlg Percent in 1998, a reduction that
constitutes the most significant progress amond.atiin American countries for this
period Moreover, the most recent available survey shoved this trend has been
further established, as the population below theepy line for 2006 was reduced to
13.7 percerit

[1.1.A.2 Indonesia

Indonesia has the largest economy in South-East &sd is the world’s fourth most
populous nation. In 2008, Indonesia’s GDP reach&$ 811.8 billion, representing
300.8 per cent of Chile’s GDP (in current US dotiaims). The Indonesian economy
grew at an average rate of 5.4 per cent per annetwekn 2002 and 2008. The
manufacturing sector accounted for 28.1 per cenGbBiP in 2008, with services;
agriculture; and mining accounting for 48.7; 148 8.9 per cent of GDP respectively.
During 2008, Indonesian’s economy maintained adegpearformance amid the global
turmoil. Overall economic growth reached 6.1% ir0&0slightly below the 6.3%
recorded in the previous year. This growth was airivoy private consumption and
exports. In Q1/2009, the economy charted more mages/th at an estimated 4.6%. A
key factor in this slowdown is the export downtlnought on by the global economic
recession.

However, the share of private consumption to GD&eéan comparison to 2007, in
contrast to the mounting share of exports (Taklg. Z.he increased share of exports to
GDP is explained to some extent by export growthedr by soaring commodity prices
in the first half of 2008. Accordingly, export denthand private consumption retained
their place as the most important contributorsotalteconomic growth in 2008. On the
demand side, the effect of weakening global demarttle first half of 2008 was still
offset by high world commodity prices. As a resakports and investments maintained
growth.

Chart 2.5
GDP Growth in Chile and Indonesia
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Analyzed by distribution of GDP, private consumptiand exports again dominated
GDP in 2008. The vigorous growth in exports andestinent bolstered public

23 CASEN 2006 survey, performed by the Ministry offiling MIDEPLAN in MIDEPLAN (2007)
http://www.mideplan.cl/final/noticia.php?idnot=1336
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purchasing power, with household consumption faygaead in the first half of the
year. In the second half of 2008, however, Indaresixports were hit by the downturn
in global economic growth and heightened unceryaont financial markets, and slowed
significantly during the final quarter of the ye08.

Table. 2.1. Distribution and Growth of GDP

Expenditure 2005 2006 2007 2008 2009*

Distribution (%)

Household final consumption 65.4 62.7 63.5 61 29.
Government final 8.2 8.6 8.3 8.4 9.9
consumption
Gross Domestic capital 22.0 24 249 27.7 31.3
formation
Changes in Inventories 0.3 0.6 0 0.1 0.2
Export of goods and services 33.5 30.9 29.4 29.8 .83
Import of Goods and services (-  29.2 26.1 25.3 28.6 20.7
I-)
Gross Domestic Bruto 100,0 100,0 100,0 100,0 100,0

| Growth (%) ‘

Household final consumption 3,9 3,2 50 53 54
Government final 8,1 9,6 3,9 10,4 18
consumption
Gross Domestic capital 9,9 2,9 9,2 11,7 3,0
formation
Export of goods and services 8,6 9,2 8,0 9,5 -17,2
Import of Goods and services (- 12,35 7,6 8,9 10,0 -24,9
l-)
Gross Domestic Bruto 5,6 55 6,3 6,1 4,2

| Source : Statistics Indonesia of The Republic of Indonesia

Note: * Semester [-2009

During 2008, household consumption charted morereigs growth compared to the
previous year. The high rate of household conswnpivas buoyed by stable public
purchasing power and improving levels of consunosfidence. Also bolstering public
purchasing power were rising incomes from the sungexport commodity prices,
higher incomes in the middle to upper class eartirackets and the Government
programme for Direct Cash Transfers. At the samme ticonsumer confidence, which
suffered a drop triggered by the mid-year fuel @ifiike, managed to recover alongside
improvement in purchasing power and income expiecisit

Concerning prices, inflationary pressure in Indemeemained strong until
Q3/2008, but began to ease in Q4/2008. The hidhatioh until Q3/2008 was fuelled
primarily by soaring international commodity pricded by oil and food. Taken
together, CPI inflation in 2008 came to 11.06%lowever, the monthly inflation
maintained a downward trend throughout Q1/2009arily from the first and second
round effects of the cut in fuel prices. Added cilmition to low inflationary pressure
came from improvement in inflation expectations auftening domestic demand.
Annual CPI inflation at the end of the quarter QD2 came to 7.92% (y-o0-y), far
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below the previous 11.06% (y-0-y) one quarter earlihe drop in inflationary pressure
created room for Bank Indonesia to lower the BleRat7.50%.

Chart 2.6. Inflation Rate Period 2004 — 2008
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1) The consolidated CPI for the year of 2002 and 2003 (based year of 1996) has been published in April
2004 Edition.

2) Since 2004, CPI has been calculated from 45 cities based on 2002 = 100
3) Since June 2008, CPI has been calculated from 66 cities based on 2007 = 100

Since economic crisis hit Indonesia in mid of y&887, the biggest depreciation
came in second quarter of 1998, which currencyheddp.16.000/US$1. After the
crisis Indonesia changed the currency system frommaged floating exchange rate
system into floating exchange rates system, stdidedugust 1997. In 1998 rupiah’s
currency moved fluctuated. Early 2000, through squkcies such as the signed of
Letter of Intent (LOI) between the Government ofldnesia and IMF and tight
monetary policy, rupiah able to strengthen readRed8000. Since early of 2002 rupiah
appreciated and quite stable until the end of 2008.

Chart 2.7. Fluctuation of Rupiah (Rupiah/US$)
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The impact of the global crisis is also reflectadhe movement of the rupiah, which
since October 2008 has seen considerable volatititybined with strong downward
pressure. On average for the year, the rupiah depee by 5.4% from Rp 9,140/US$
(2007) to Rp 9,666/US$ (2008). The pressure onrdpé&h still occured in Q1/2009.
The downward movement in the exchange rate wagmmvore by negative sentiment
over the increasingly pessimistic outlook for tthebgl economy.

The Term of Trade (ToT), a relative price of expdrand imported goods was
influenced by the movement of imported product qriDespite the exported price has
also fluctuated and has risen in the latest thezgsy the imported price has risen much
higher than the exported product price. The camdivas likely supported by the fact
that Indonesia still exported primary products amgorted capital and intermediate
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products. Indonesia’s non oil and gas products fledtuated during the last 12 years.
During period of 1997-1999 ToT increased sharpiyg decreased three years later, then
recovered in 2002. Since then, the ToT began @ dlmwvn gradually until 2008.

Chart 2.8. Indonesia’s Non Oil and Gas Products Ten of Trade
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Source: Statistics Indonesia of Republic of Indangsrocessed)
[I.1.B Trade Policy Regime: Formulation and Implementation
[1.1.B.1 Chile

[1.1.B.1.1 Legal and Institutional Framework

The Constitution of 1980 defines Chile as a unitand democratic republic. For

administrative purposes, the country is divide@ ibb regions. The regions consist of
provinces, which are subdivided into commur@sr(unas)which are administrated by

municipalities.

Executive power is exercised by the President @fRkpublic who is also the Head of
State and is elected by universal suffrage forrentef four years. The President
appoints cabinet ministers.

Legislative power is exercised by the National Gesg, which comprises a House of
Representatives and a Senate. The House of Ratatges is composed of 120
members elected for a four-year term. The Senatengosed of 38 senators elected for
an eight-year term. Members of both chambers mayrdselected. The next
presidential and congressional elections are s¢bedor December 20009.

Judicial power is vested in the Supreme Court sfide, 17 regional courts of appeal,
and other courts established by law. The 21 Supi@ourt judges are appointed by the
President and confirmed by a two-thirds majoritythie Senate. The Supreme Court
appoints members of the lower courts.

[1.1.B.1.2 Chile: Trade Policy Objectives and Formulation

Chile's trade policy follows a number of objectivdbe most important being:

stimulating the efficiency and competitiveness afianal producers; reducing the level
of effective protection and any existing anti-expbias in the tariff structure; and

fostering regional economic cooperation. The aitiles consider secured and
permanent access to foreign markets, together tiéh capacity to attract foreign

investment, essential to Chile's economic growffo this end, efforts towards the
negotiation and administration of new preferentiatie agreements have intensified in
recent years.
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Trade policy formulation is under the responsipibf the Executive, with the General
Directorate of International Economic Affairs (DIREN), in the Ministry of Foreign

Affairs, taking the lead role in trade negotiation®ther Ministries involved in the
formulation of trade policy include the Ministriesf Finance, Economy, and
Agriculture. Chile's mission to the WTO is undbe tcompetence of the Ministry of

Foreign Affairs.

The Inter Ministerial Committee for Internationatdhomic Negotiations, advises the

President in matters regarding international ecaaamegotiations.

The Minister of

Foreign Affairs chairs the Committee; its members #ne Minister of Finance, the
Minister of the Presidency, the Minister of Econoamgl the Minister of Agriculture.

The government is in permanent dialogue with theape sector in various forums,
being the most important the Export Council, whigds created in April 2003. It brings
together representatives of the private and pudtors and its main objective is to
make recommendations on export policy formulatitimle Council has several working
groups: on trade facilitation, international in&tgpn, support of exporters, on

promotion of exports and tourism and transport.

[1.1.B.1.3 Chile: Main Trade Laws and Regulations

Table 2.2

Main Domestic Laws and Regulations Relating to Foiign Trade, January 2009

Name or description

Domestic statute

Date of
issue

General legislation
Constitution of Chile
Incorporation of WTO Agreements into domestic law

Law on the Importation of Goods
Reduction of MFN tariffs
Preferential trade agreements

Free Trade Agreement between the Government of Cada
and the Government of the Republic of Chile

Free Trade Agreement between the Republic of Chilend
the United Mexican States
Free Trade Agreement between Chile and Central Améca

. Addendum to the Free Trade Agreement betweenHile
and Central America (Chile — Costa Rica)

. Addendum to the Free Trade Agreement betweenHile
and Central America (Chile — El Salvador)

. Addendum to the Free Trade Agreement betweenHile
and Central America (Chile — Honduras)

. Addendum to the Free Trade Agreement betweenhile
and Central America (Chile — Guatemalaj*
Agreement Establishing an Association between the
Republic of Chile and the European Community
Chile- United States of America Free Trade Agreemen

Free Trade Agreement between the Republic of Chilend
the Republic of Korea

n.a.

Spreme Decree N° 16
of the Ministry of
Foreign Affairs

Law N° 18,525
Law N° 19,589

Decree N° 1020
Decree N° 1.101

Decree N° 14

Decree N° 28

Decree N° 312
Decree N° 48

8.8.1980
17.5.1995

30.6986
14.11.1994

05.07.1997

31.07.1999

14.02.2002

01.02.2003

31.12.2003
01.04.2004

24 Under domestic approval of the National Congress.
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Name or description

Domestic statute

Date of
issue

Free Trade Agreement between the Republic of Chilend
the EFTA States

Free Trade Agreement between the Republic of Chiland
the People’s Republic of China
Trans-Pacific Strategic Economic Partnership

Preferential Trade Agreement Between the Republic fo
Chile and the Republic of India

Agreement Between the Republic of Chile and Japarof a
Strategic Economic Partnership

Free Trade Agreement between the Republic of Chiland
the Republic of Panama

Chile — Australia Free Trade Agreement

Tariff agreements under ALADI (Latin American Intagjon
Association)

ACE 22 Chile-Bolivia
ACE 23 Chile-Venezuela
ACE 24 Chile-Colombig®
ACE 32 Chile-Ecuador®
ACE 35 Chile-Mercosur
FTA Chile-Peru

ACE 42 Chile-Cuba
Customs

Customs Law

Regulations on the Application of GATT Atrticle VI
Tax and tariff concessions
Simplified duty drawback system

Modification of export promotion programs
Contingency measures
Law on the Importation of Goods

Intellectual property

Intellectual Property Law

Law establishing Rules Applicable to Industrial Privileges
and

Protection of Industrial Property Rights

Law on the rights of breeders of new varieties oflants. This
regulation incorporates UPOV (78) standards

Decree N° 262

Decree N° 317

Decree N° 354
Decree N° 148

Decree N° 143

Decree N° 25

Decree N° 30

Decree N° 402
Decree N° 321
Decree N° 1535
Decree N° 1967
Decree N° 1411
Decree N° 12
Decree N° 171

Decree with Force of
Law N° 30/2004 of the
Ministry of Finance

Decree N° 1134

Law N° 18,480

Law N° 19,589

Law N° 18,525

Law N° 17,336
Law N° 19,039

Law N° 19,342

01.12.2004

23.09.2006

08.11.2006
18.08.2007

03.09.2007

07.03.2008

06.03.09

30.06.1993
30.06.1993
27.04.1994
18.05.1995
04.10.1996
01.03.09
28.08.2008

18.10.2004

20.6.2002

19211985

14.11.199§

30.6986

2.10.1970
25.1.1991

11.03.1994

n.a. Not applicable.

Law N° 18,525 of 19 June 1986, establishing Ruledh@ Importation of Goods, is
Chile’s main trade law. The Law has been amendddnzodified a number of times
since 1997 and contains regulations on customsatiafy customs duties, contingency

% FTA (addendum to ACE 24) has been approved by#tonal Congress but domestic legal proceduresireto be completed

by Colombia.

% A new agreement has been negotiated with Ecuabimhwwill enter into force once the necessary ddimésgal procedures of

each Party are completed.

25



Chile-Indonesia Joint Study Group on the Feasjbilita Free Trade Agreement (FTA)

measures, and a price band system for a limitedbeurof agricultural products.

Moreover, the Customs Law (Decree Law N° 2/97 ef khinistry of Finance) of 12

November 1997, which consolidates a number of foriagal instruments (including

Decree with Force of Law N°2/97 of the Ministry Ehance),, contains provisions on
export and import procedures. Law No. 19.589 ofNb&ember 1998 provided for a
reduction of Chile's MFN tariffs and revised somgat promotion programs with a
view to bring them into line with Chile's WTO contmients.

A law on miscellaneous WTO-related matters (Law919) entered into force as of
November 4, 2003 with the aim to bring various wdiial provisions of Chile's
legislation in line with the WTO Agreements. Itntains provisions on customs
valuation, technical regulations, taxation, anatliettual property. The law provides
for notification procedures for technical regulagcand conformity assessments. It also
eliminates the Dispatch Tax on goods imported dgg; and some trade-related
investment measures in the automotive sector. h&wmrtore, it amends Chile's
intellectual property legislation by specifying protion for computer programs, data
compilations, and textile designs.

Chile does not have any pending implementation ®OMgreements.
Participation in the World Trade Organization

Chile is a founding member of the GATT, and as sti¢tas unwaveringly maintained
its commitment to the multilateral trading systesnrepresented by the WTO. Thus, it
actively supported efforts to launch a new roundnefotiations in the Ministerial
Conferences in Seattle (1999) and Doha (2001).leGitlcomed the launching of the
Doha Development Round, which represents an oppmtytto settle problems in our
trade relations, which have proven impossible tivesin the context of bilateral or
regional agreements. This has been the casealipefar agricultural subsidies and the
abuse of anti-dumping measures.

In line with these objectives, Chile has submittadous negotiating proposals and has
participated actively in formal and informal comlits with other Members that share its
interests. These coalitions include, in particuthe Cairns Group and the G20 in
agriculture, and the Friends of the Anti-Dumpinggiigations (FANs). We have also

been active in other areas of the Doha DeveloprRenind such as market access for
non-agricultural products and the reform of thepgdie Settlement Understanding.

The importance that Chile attributes to the WTOnat limited to the gains to be

achieved through negotiation. For Chile, the WT€d alerives its importance from the
ongoing work of its different technical bodies, aball the Dispute Settlement Body.
This is the mechanism that ultimately ensures tiatilateral trade rules are respected
and that countries of extremely varied politicalaaconomic weight can solve their
problems on the basis of commonly agreed rulegroaqual footing, and with the full

opportunity to present their arguments, rather thaimg subjected to the decisions of
the most powerful. Chile has in fact been activeusing the DSB as complainant,
respondent and third party.

[1.1.B.2 Indonesia

The period since 1998 is known as the era of reforrindonesia gra reformas) in

which good governance has been a central themeox@@rgmental reform program.
Until the end of 2003, economic reforms helped it the macro economy,
restructure the financial sector, dismantle statnapolies, and reinforce policies of
trade and investment liberalization. Since 200de tGovernment has made
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improvement of Indonesia's investment climate arfyi and has focused its reform
agenda on revising Indonesia's investment, taxtomss and labor laws while
continuing to liberalize trade. It has also beedartaking an effective anti-corruption
campaign and laying the groundwork for judicial @ndl service reform.

Indonesia has undergone a relatively rapid trasitd a democratic and decentralized
state. The decentralization process, under wayesir#99, has transferred control of
large amounts of public expenditure and servicevel from the central government to

440 local governments. This process could benefitergial investors as local

governments start to vie with each other to crehte most favorable location for

investment.

The Government has set a goal of creating a mdiceet economy through opening
markets and liberalizing trade, protecting intdllet property rights, and strengthening
the rule of law, transparency, improving the bussnelimate, and encouraging
competition. In order to meet this goal, the Gawneent has begun a review of rules
and regulations related to imports and exports lamsiness licensing, the intention
being to identify and rectify onerous bureaucracyl goorly conceived trade and
investment policies.

Indonesia has begun to follow a triple-track sggtef international trade negotiations:
multilateral, under WTO auspices; regional, cermten ASEAN and ASEAN+
agreements; and bilateral. Indonesia has implerdetgdirst bilateral trade agreement
with Japan (Indonesia Japan Economic Partnershipehgent/IJ-EPA) in addition to
possible bilateral agreements with other countiiesachieve its goals, the Government
has established a National Trade Negotiation Teahch is responsible for overall
international trade negotiation matters.

The overwhelming majority of foreign investment pogals which are considered are
approved. In 2007-08, for example, 8548 proposase considered, but only 14
proposals — less than 0.2 per cent of the totalerewejected. All of the proposals
which were rejected involved the acquisition ofidestial real estate.

Indonesia welcomes foreign direct investment arel @overnment has introduced a
series of policy reforms to encourage greater fpranvestment in Indonesia. For
example, in February 2006 an investment policy pgekwas introduced covering the
following areas: i) general investment policie3;austoms; iii) taxation; iv) the labor

market; and v) small and medium-size enterprise8lHS. In March 2006, the

Government also introduced The Infrastructure Dewalent Package to provide a
policy framework for public private partnershipsdamisk sharing to enable an
acceleration of infrastructure development. In ROP6, the Financial Sector Reform
Package was introduced, which aims to strengthenb#imking industry, non-bank
financial institutions and capital markets. In dddh, an ongoing program of

deregulation and administrative and bureaucrafarmes aims to increase the efficiency
and good governance of the public service.

Indonesia recently adopted a new Investment Law thaoduces several new
principles. The New Investment Law (Law No. 25 -02p was approved by the
Parliament on 29 March 2007. The principles unid@ipg the new investment law
include: legal certainty; equal treatment for fgreiinvestors; protection from
nationalization and expropriation; provisions regulg dispute settlement; and
transparency and accountability. In addition, tlevraw seeks to: provide clearer
guidelines regarding which sectors of the econome/ @en to foreign investors;
streamline procedures for investment approvalsyigeoincentives for new investors in

27



Chile-Indonesia Joint Study Group on the Feasjbilita Free Trade Agreement (FTA)

selected sectors (e.g. pioneer sectors) and regaodsstreamline immigration for
expatriates.

Indonesia's main general and sector-specific tramleey goals and priorities are to
improve its business climate and regional competitess; attract greater foreign and
domestic investment, especially in infrastructund axport sectors; and generate high-
quality job growth needed for sustained economigebtigpment. To this end, the
authorities maintain that Indonesia should reastself in bilateral, regional, and
multilateral trade forums and negotiations, witlke thim of expanding international
markets and supporting global efforts to liberalizede while protecting Indonesia's
economic interests and maximizing the potentiakfienfor national welfare.

For Indonesia, the concept of development is & Keart of the Doha
Development Round. Accordingly, development isardy about trade reforms but also
about managing market causing severe adjustmenmns.cbse development benefits
from trade reforms through capacity building alstated to other necessary policy and
institutional changes.

Around 45% of the Indonesian is engaged in thelrgector making it
imperative that agricultural sector (special prdducritical for food security, rural
livelihood, and development, should be treatededifitly. Indonesia is also keen to
ensure that special and differential (S&D) treattnegmains at the heart of the
negotiations and is made operational and effecta®, mandated in the Doha
Development Agenda.

Regarding market access for non-agricultural presd((idAMA), improved and secure
access to markets is a prerequisite for exportteck development strategies.
Promoting exports of non-oil and -gas products i@ priority in order to achieve
sustainable growth and create jobs. Indonesia ate@sca longer time-frame for
developing countries to maintain a certain levetaniffs, to allow time for their trade
policy reforms and complementary policies and tansbnal changes to work.

The framework on services should allow developingntries to open up sectors in a
manner and at a pace consistent with their levedeselopment. Indonesia has also
stressed the need to address implementation idbae¢sremain unsolved from the
Uruguay Round, including anti-dumping provisionsg anore flexibility for developing
countries under Annex VII of the Agreement on Sdies and Countervailing
Measures.

[1.1.C Structure and Features of the Market

11.1.C.1 Chile

Chile has an open economy with low tariff levelsl anliberal trade and investment
environment. Domestically, competition is enforcédough the application of the
Chilean Competition Act, which is becoming incregty important in maintaining

market efficiency and reaping the benefits of aaropconomy.

Although the first Chilean Competition law was eegcin 1959, the proper legal basis
of the Chilean Competition law is Decree Law N° 2#11973 of the Ministry of
Economy, as amended by D.F.L. N° 1, 2004, publishdtde Chilean Official Gazette
on the 7th March, 2005.

In 1999, law 19610led to the institutional strengthening of the Cotitpa
enforcement agency, the National Economic Prosesu@dfice (FNE).
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In 2003, law N° 19911 introduced important refotmshe original Decree Law N°211.
It fulfilled the need for increased independencehef decision-making body and for a
more technical assessment of cases. Law N° 19@htec a Competition Tribunal and
clearly separated the functions of the enforcenageincy, the FNE, and the decision-
making body, the Court. The Tribunal is a speaidigial body fully independent of the
FNE. To ensure its independence, the Supreme Gmudustice may remove its
members only on legally established grounds. Titeumal has its own budget and staff
(lawyers and economists) and its members are rematateand have a fixed period in
office. The Tribunal has the power to sanction praide remedies (including interim
measures) and is also responsible for merger desisiLikewise, law N° 19911
strengthened the enforcement powers of the FNE.

Law 19911 explicitly sanctions abuse of dominansifian such as resale price
maintenance, tying or territorial distribution byordinant firms and predatory
practices’ In addition, this law eliminated criminal sanctiorwith respect to
anticompetitive practices but substantially inceshthe amount of the fines that can be
imposed. This is to prevent competition cases béilegl by criminal judges with no
expertise in competition while providing sufficignhigh fines that work as deterrents.

Chile is involved in international cooperation lretcompetition policy arena at various
levels. In this respect, Chile has signed Coopamatigreements with Canada, Mexico,
Salvador and Costa Rica, and it has included Catigrefolicy Chapters in most of
the Trade Agreements it has negotiated. Chile @paies in OECD, APEC, UNCTAD
and ICN activities, and in 2003, Chile was subjetta Peer Review by the Latin
American Competition Forum organized by the OECDI ahe Inter American
Development Bank.

[1.1.C.2 Indonesia

Indonesia has a market-based economy in which dvergment plays a significant
role. It owns more than 164 state-owned enterprsesadministers prices on several
basic goods, including fuel, rice, and electricithe state owns all oil and mineral
rights. In the aftermath of the financial and eaoimcrisis that began in mid-1997, the
government took custody of a significant portion mivate sector assets through
acquisition of non-performing bank loans and coap®rassets through the debt
restructuring process.

The Indonesian economy grew at an average rate9opér cent per annum between
2005 and 2008. The industrial sector accounte®8d® per cent of GDP in 2008, with
services and agriculture accounting for 46.7 andt Jer cent of GDP respectively.
Economic growth was also strongly assisted by dgpoir goods and services, which
represented 29.8 per cent of GDP in 2008.

Indonesia’s rapid economic development has tramsfdrit from a rural economy to a
manufactures-based economy. In the 1980’'s, mare 30 per cent of Indonesia’s GDP
was derived from agriculture, with manufacturingressenting almost 30 per cent of the
economy, and the services sector accounting forréheainder of economic output.
Today, the manufacturing sector dominates Indoisesgaonomy led by mineral
resource intensive products while technology ampitghintensive industries remain
relatively under-developed.

%71t should be noted that even though there wasxpticit prohibition, abuse of dominant position was
already sanctioned by the Antitrust Commissionmtdahe reform that took place in 2003 on the $asi
a generic reference in Article 6 of Law DL211.
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Over several years Indonesia had relied on econderiegulations and liberalizations
as a method to urge competitive behavior of domdsins. In 1999, for the first time,
the Anti-Monopoly and Unfair Competition Law (No/1899) has been introduced,
with main objective to maintain a competitive eoviment that benefits consumers and
ensures equal opportunity for businesses.

The law covers a wide spectrum of anti-competitbehavior, including prohibited

business activities, and agreements to abuse andamposition, as well as the
competitive consequences of mergers and acquisitibhere are various exemptions
from the law; these include small enterprises,aiertctivities by cooperatives and
state-owned companies as well as the productiomaaréteting of goods and services
deemed vital to public welfare.

The Commission for Supervision of Business Comipetit(Komisi Pengawas
Persaingan Usaha KPPU) is Indonesia’s independent regulatory ageio enforce

competition law. KPPU has made a number of immbrtacent rulings which seek to
uphold competition within the Indonesian economy.addition to key enforcement
action and decisions, KPPU has a central role ikimgaproposals to Government for
policy initiatives to focus on the promotion of cpaetition principles and, where
appropriate, the removal of any anti-competitiveezss of policy.

[1.1.D Banking System and Credit Policies
11.L1.D.1 Chile

[1.1.D.1.1 General Overview of the Banking System

The modern Chilean banking system dates from 19@bhas been characterized by
periods of substantial regulation and state intetiee and by periods of deregulation.
After the Chilean financial crisis of 1982 and 198Be Central Bank and the
Superintendence of Banks and Financial Instituti@®BIF is its acronym in Spanish),
established strict controls on the funding, lendamgl general business matters of the
banking industry in Chile. The SBIF regulates tleking sector while the Central
Bank, which is fully independent of the governmemigrsees exchange rate policy,
regulates international capital movements and icebiank operations, and oversees the
stability of the financial system.

A total of 24 banks were operating in Chile at @0@8; 12 were domestically-owned

and 12 foreign-owned. In terms of the total aseéthe banking system in December
2008, the former held 59.4% of the total and thtetad0.6%. There is only one State-
owned bank, the BancoEstado, which is the thirdgdstr bank in the system. The
regulator for BancoEstado is the SuperintendenBaniks and Financial Institutions,

which applies the same rules to all banks. As afdd#er 2008, total outstanding loans
in the Chilean banking system amounted to US$ b#lian.

Commercial banks in Chile face growing competiticom several sources, which has
led to consolidation in the banking industry. Cotitpan in credit provision has come
increasingly from department stores and foreigrkban

11.1.D.1.2 Banking Regulation
According to the Chilean Constitution, the maineatives of the Central Bank are to
maintain the stability of the Chilean peso anddraerly functioning of Chile’s internal
and external payment systems. To this end the la@sdhe Central Bank the authority
to set reserve requirements for banks, to regulseamount of money and credit in
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circulation, to operate as a lender of last resortl to establish regulations and
guidelines regarding financial institutions, thernfial exchange market and bank
deposit-taking activities. These attributes prowiae Central Bank with a wide range of
policy tools for controlling monetary and exchamgte policy.

The SBIF regulates and supervises Chile’s bankditibaally, the SBIF authorizes the

licensing of new banks and has broad powers tceejsserpret and enforce banking
regulations (both legal and regulatory). The SBistralso approve any bank’s merger,
amendment to its bylaws, or capital increase, arydagquisition of 10% or more of the

equity interest in a bank.

Chilean banks may conduct only those activitiesvedd by the General Banking Act.
Banks may lend and accept deposits and, subjebimttations, invest and perform
financial services. The General Banking Act limigestments by banks to real estate
investments for their own use, gold, foreign exgeand debt securities. Directly or
through subsidiaries, banks may also engage irainedpecified activities, such as
securities brokerage services, mutual fund managgrfaetoring, financial leasing and
insurance brokerage services (except for pensiogsfinsurance).

Foreign banks can perform banking business adsvitas subsidiaries (Chilean
corporations) or as branches of foreign corporatidm either case they can provide the
same services as Chilean banks and their minimypitataequirements and other
prudential regulations are the same as for Chitemned banks. Branches of foreign
bank must effectively enter their capital into @hdnd this capital is the basis upon
which their activities are regulated (i.e. their rido capital is not taken into
consideration). Foreign banks can also open offiéespresentation.

[1.1.D.1.3 The Chilean Insurance System

Insurance companies are Chile’s second largestutishal investors, based on total
assets. Although the total asset volume of inswawmmpanies has grown consistently,
its rate of increase has not been as large asoththe pension funds during the same
period. As of December 31, 2008, the combined valuthe portfolios of insurance
companies stood at US$ 32.57 billion.

The Insurance Companies Act of 1979 introducedasméwork for the regulation of
insurance companies. The basic principles estadighclude market determination of
rates and commissions, equal access for foreigmanse companies, minimum capital
and solvency criteria and rules for setting up mesdunds. As a general rule, life
insurance companies can have liabilities equal meagimum of 15 times their capital
and reserves, while non-life insurance companiegparmitted to take on liabilities up
to a maximum of five times their capital and resstv

Under the Insurance Companies Act, any person tity edffering insurance, whether
directly or indirectly, must first obtain authortmn from the “Superintendencia de
Valores y Seguros” (SVS, Superintendence of Seesrénd Insurance Institutions).
Neither individuals nor legal entities may ente@oimsurance contracts in Chile with an
insurer not licensed to operate in Chile.

Of the 29 life-insurance companies operating inl€im December 2008, 12 were
foreign-owned and held 53.4% of the insurance paenkioreign-owned non-life
insurance companies also dominate that market&@tA% of the premia. There are 23
non-life insurers in Chile, of which 12 are foreigwned. Branches have been allowed
only since 2007 and as of end-2008 no foreign grsuhad chosen this form of
establishment.
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As in the case of banks, foreign insurance comgacaén operate in Chile either as
subsidiaries or as branches. In the latter casé, ¢hpital effectively entered into Chile
is used for regulatory purposes. There are no rdifiees in capital requirements
between these forms of establishment and thosehtdédd insurance companies and
they can all provide the same type of insurance.

[1.1.D.1.4 Mutual Funds

Mutual funds were first created in Chile in the @96nd their legal framework was
comprehensively reformed in 1976. The Chilean mutuad system faced serious
difficulties during the financial crisis of the éai980s.

Currently, there are three types of mutual fundstual funds investing in short-term

fixed-income securities, mutual funds investingriadium- and long-term fixed-income

securities, and mutual funds investing in varight®me securities, including corporate
stocks and similar investments. As of DecembeB2@2 managers offered shares in
1,480 different mutual funds in Chile, with overeomillion shareholders and US$ 17.9
billion in assets invested in Chile and abroad.

The most recent industry reform was introducedd@12and reduced the regulations on
mutual funds, allowing them greater flexibility investment policy while imposing
higher standards of transparency and disclosurditiddally, the legal structure for a
general fund management firm was introduced, allgwmutual funds, investment
funds and housing funds to be organized underglesmanagement structure, making
use of economies of scale in the fund manageméw.ré&form bill also provided tax
benefits for retirement saving in mutual funds axeémpted highly traded stocks from
capital gains tax. Naturally, this has led to ragidwth in the industry: assets under
management grew by approximately 24.1% between 206Q®008.

[1.1.D.1.5 Investment Funds

As of June 2009, a total of 63 investment fundsewmaised in Chile, and total assets
amounted to US$ 5.7 billion, distributed mainly amgdunds specializing in real estate
investment, venture capital, securities and intéwnal investment.

Investment funds, like mutual funds, have also bwmtkfrom the new legal structure
created under the first capital markets reform ldwe: general fund management firm.
This development notwithstanding, the second chmtaket reform law approved by
Congress in 2007 provides this industry with mereentives to grow by extending the
capital gains tax exemption to the venture capi@dlistry.

[1.1.D.1.6 Foreign Capital Investment Funds and Foreign Inveshent Venture
Capital Funds

The Foreign Capital Investment Funds (Fices) amspof assets funded by investors
outside Chilean territory for the purpose of inwesit in publicly offered securities in
Chile, and are managed by a Chilean corporatiomeadralf of and at the risk of the
contributors. Most of the relevant regulation canfbund in the Law 18657 and as a
complementary in Decree Law 600. The capital cbated to a Fice may not be
removed from the country in the five years follogiits initial entry into Chile.
However, profits may be repatriated at any timéjextt to a single tax at a flat rate of
10%.

32



Chile-Indonesia Joint Study Group on the Feasjbilita Free Trade Agreement (FTA)

As of July 2009, the 4 existing funds have combiasdets amounting to US$ 264.6
million?®,

Another category of fund is the Foreign Investm¥anhture Capital Funds (Ficer),
which allows investors outside Chile to make veatcapital investments within Chile.
As of July 2009, the 5 existing funds have comthiassets amounting to US$ 70.4
million®®.

In 2000, several changes to the laws regulatingd=and Ficers took effect, aimed at
deregulating these investment vehicles. As of 260des and Ficers are exempt from
capital gains tax on the sale of highly traded ggand bonds effected in authorized
stock exchanges in Chile, provided that the holdéshares in the respective funds are
non-residents of Chile.

[1.1.D.1.7 The Chilean Pension System

Chile began a comprehensive reform of its sociausgy system in the early 1980s
with the adoption of the Private Pensions Funds mdtich eliminated many of the
problems associated with the former social secsygtem. Under the Private Pensions
Funds Act a privately administered system of imdlinl pension accounts replaced the
existing pay-as-you-go social security system. Wrttle latter system contributions
from current workers were used to fund the pengagments of current retirees,
although a weak relationship existed between theuatncontributed and the amount
received by each worker upon retirement.

The first capital market reform of 2001 createdesavmulti-fund system that allowed
affiliates to choose to invest their individual pem accounts in one of 5 funds, each of
which caters to a specific risk-appetite. Moreowetax benefit (mentioned earlier in
connection to mutual funds) was created to stingutatirement saving by those not
obliged to participate in the system by law (fraede workers) and to increase saving
beyond mandatory levels by those already in theesygknown as APV). This has also
generated an increased flow of funds into the syste

The current pension system is based on individedliaccounts with fully funded,
vestable and portable benefitds of November 2008, the pension funds had
accumulated approximately US$ 73.5 billion in asset

A total of 5 pension fund managers were operatn@hile in December 2008, 3 were
foreign-owned, 1 was domestically-owned and 1 wal foreign-owned and half
domestically-owned. The patrticipation that theydavthe total assets is 56.5%, 18.9%
and 24.5% respectively.

[1.1.D.1.8 Financial Services in Chile’s FTAs

Chile’s financial authorities have a strong prefieee for unilateral and gradual
liberalization and deregulation of financial seesc Such liberalization has gradually
eliminated the major restrictions to foreign papation in Chile’s financial services
markets. Foreign investors generally receive natiameatment and there are no

% This information was obtained from:
http://www.svs.clisitio/estadisticas/valores_fondosinversionextranjero_evolucion.php. The values are displayed in
the website in pesos, the value in dollars wasiodtausing the average observed price of the dfilar
each month.

? This information was obtained from:

http://www.svs.cl/sitio/estadisticas/valores fondosinversionextranjero_evolucion.php. The values are displayed in the
website in pesos, the value in dollars was obtairsig the average observed price of the dollaeémh month.
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quantitative restrictions such as limited number lafenses, limits to foreign
participation in ownership of financial institutisior market-share quotas for foreigners.

Until the trade agreements with the US and the HiileCdid not include financial
services in bilateral agreements. Its only inteomai commitments were those
scheduled in the Uruguay Round negotiations. Thyetmtions with the US and the EU
established the basic precedents for Chile’s agpraa negotiating financial services.
These have been maintained in the agreements aptmJand Australia.

Firstly, financial services, when they are includadan agreement, are negotiated in a
separate and self-contained chapter. Particulathey are treated separately from and
are subject to different disciplines than the retservices. This allows for a more
straightforward approach that addresses the spatds of the financial services

industry and the fact that it is a heavy regulaiadustry because of the economic
consequences of financial crises, the risk of mbedard behavior and the existence
implicit or explicit guarantees.

Secondly, in terms of specific provisions, greatda taken not to affect the powers of
the regulatory authorities to apply prudential meges, in spite of the commitments
taken. The emphasis is on establishment commitmatiter than on cross-border
trade. Transparency of regulation is also an impattdiscipline that Chile supports.
Finally, a separate dispute settlement for finah@arvices is included, particularly
when it comes to the members of the panels: theg ba be experts in financial
services.

Thirdly, Chile insists that the benefits of theegmnent can only be granted to financial
services providers of the other Party. This exchder example, extending the benefits
to branches of banks or other financial servicevmters of third parties established in
the other Party to the agreement.

All of the above are among others and as a mattgolecy, sine qua norconditions for
negotiating financial services bilaterally.

In addition to the above, the decision to includearicial services in a bilateral
agreement is made on the basis of the overall balahthe agreement, but also on the
characteristics of the counterpart’s level of ldderation and deregulation, the quality of
its financial supervision and the interest of thiegte sector.

[1.1.D.2 Indonesia

[1.1.D.2.1 Bank Indonesia at a Glance

A new chapter in the history of Bank Indonesia asiralependent central bank was
initiated when a new Act No. 23/1999 on Bank Indagwas enacted on May 17, 1999
and have which has been amended with Act No.3/200danuary 15, 2004. The Act
confers it the status and position as an indepdmstate institution and freedom from
interference by the Government or any other extgradies.

As an independent state institution, Bank Indonesfally autonomous in formulating
and implementing each of its task and authoritgtgmilated in the Act. External parties
are strictly prohibited from interfering with Barlkdonesia’s implementation of its
tasks, and Bank Indonesia has the duty to refusiesoggard any attempt of interference
in any form by any party.

Such unique status and position are necessaryas®#mk Indonesia can implement its
role and function as monetary authority more eifety and efficiently.
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Whether as a public legal entity or as civil legatity, the position of Bank Indonesia is
regulated by the statutes. As a public legal enBank Indonesia has the authority to
issue policy rules and regulations, which are igdo the public — at — large. As a civil
legal entity, Bank Indonesia is able to represesedfiin and outside the court of law.

[1.1.D.2.2 The Implementation of Inflation Targeting Framework

The ultimate goal of Bank Indonesia is to achiemnd maintain stability in the rupiah
(Article 7). This mandate clearly defines the rofethe central bank in the economy,
enabling Bank Indonesia to focus more closely dneaement of its single objective, a
low and stable inflation.

In July 2005, Bank Indonesia implemented new anflaeoed monetary policy
measures within the Inflation Targeting FramewdilE] which encompasses four main
areas: the use of the Bl rate as an operatiorggttaenhanced decision making process,
more transparent communications strategy, and gttrened policy coordination with
the Government. The move is intended to strengthereffectiveness and to provide
good governance to its monetary policy making thiee price stability needed to
support sustainable economic growth and attainakogelfare. With the ITF, the
inflation target is the overriding objective andnmioal anchor of monetary policy. In
this regard, Bank Indonesia will apply a forwardkog strategy to steer present
monetary policy towards achievement of the mediemmtinflation target.

The Bl Rate is the published policy rate reflectthg monetary policy stance adopted
by Bank Indonesia. The Bl Rate is a signal for eimg the medium to long-term

inflation target and is announced periodically bgnB Indonesia for a specific period.
To strengthen the operational aspect of monetalgypd@ank Indonesia had shifted

from the use of the 1-month SBI rate as the opamatitarget to the overnight interbank
rate which took effect from June 9, 2008. In mongetaperations, the Bl Rate is

implemented through liquidity management on the eyomarket to achieve the

monetary policy operational target, reflected mogemin the overnight interbank

money market rate. To enhance the effectivenesiqoidity management on the

market, a set of standing facilities in combinatmith an interest rate corridor is

employed in day-to-day monetary operations.

Application of the ITF does not mean that monetaojicy will not take account of
economic growth. This policy will retain the fundaental paradigm of monetary policy
in striking an optimal balance between inflationd aeconomic growth in both the
establishment of the inflation target and in monetfaolicy response, which will be
targeted towards low, stable inflation in the mediand long-term. The inflation targets
are set by the Government after coordinating wigimlBIndonesia. For 2008 and 2009,
the Government set CPI inflation targets at 5% @586 respectively with deviation of
*+ 1%. The Bl Rate is used to convey the monetalgystance and operational targets.
The Bl Rate is a one-month interest rate regularigounced by Bank Indonesia for a
specific time frame.

[1.1.D.2.3 Exchange Rate Policy

Since 1978 Indonesia adopted a managed floatindhagge rate regime. The
increasingly open, integrated, and competitive gladconomy has brought challenges
to monetary management. Massive capital inflowsnttbnesia, especially since mid
1990, had made monetary policy less effective amth eomplicated the situation. High
domestic interest rates to control monetary exmen$iad encouraged more capital
inflows and put more appreciating pressures tortleah. Thus, under less flexible
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exchange rate regime, it is difficult to limit reatchange rate appreciation in the face of
sustained capital inflows.

Started from 1992, Bank Indonesia turned to greatathange rate flexibility by
gradually widening the intervention band. In JuB91, the contagion effects from the
exchange rate turmoil in Thailand spread out te#fsian countries. Accordingly, the
rupiah was under strong pressures and forced Baddnksia to abandon the managed
floating regime. In response to greater pressureghe rupiah and to secure foreign
exchange reserves, on August, 1997 Bank Indoné&siadaned the managed floating
exchange rate system by eliminating the interventiand. Bank Indonesia decided to
modify the foreign exchange system from managedt fto free float. Under current
exchage rate regime, Bank Indonesia no longer texigeertain level of exchange rate.
However, Bank Indonesia occasionally interveneshim foreign exchange market to
safeguard and smooth the volatility of the exchanage.

11.1.D.2.4 Indonesian Banking Sector

Indonesian financial system is a bank-based onéchwbanks are leading financial
institutions. Capital market is growing but remaurglersized in term of intermediary
roles. The banking system is deposit to lending ehowhere banks are heavily
dependent on short term deposits (around 93% afgisphave maturity of less than 3
months).

Indonesian banking institutions are typically clhed into commercial and rural banks.
Commercial banks differ from rural banks in the ssethat the latter do not involve
directly in payment system, operating on commurhigsis, and have restricted
operational area. In terms of operational definitidbanks in Indonesia are also
classified into conventional commercial bank andrshbased principles commercial
bank (Islamic banks).

Unlike conventional commercial banks, that appdyeratise deposits and intermediate
financing in the form of credit, Islamic banks hadistinctive operational roles. They
raise funds in the form of saving comprising demadeg@osit, saving deposit or other
equivalent form based on wadi'ah and other agre&meased on Sharia principles
(predominantly non-interest, profit sharing agreetpeTheir financing schemes are
based on mudharabah, musyarakah agreement oragjfesment not in contravention
with Sharia principles.

Rural banks have also distinctive attributes. Téeywe community and raise funds from
the public in the form of deposits comprising timeposits, savings deposits, and/or
other equivalent form. On asset side, rural bamksnel credit and place funds in Bank
Indonesia Certificates (SBIs), time deposits, Gedies of deposit, and/or savings
deposits in other banks. They are not participentise payment system.

[1.1.D.2.5 Credit Policies

In order to maintain and minimizing potential lagmncerning about credit risk factor,
banks must comply with some prudential principlegch as: assessment on asset
guality which require credit risk and are requitedset aside provision for asset losses;
capital adequacy ratio including risk weighted #&ssand also legal lending limits. All
of those prudential principles generally are thestberactices issued by Bank of
International Settlement (BIS).

Recently, Bank Indonesia envisages some measusdte more flexibility and space
for bank lending. First, expand the banking seobte in lending to micro, small, and
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medium enterprises (MSME credit). Bank Indonesso dlas a policy to lowering the
risk weighting for MSME loans guaranteed by loarargumtee / insurance institution,
including State — Owned Enterprises (SOEs) and S1ORs, subject to certain
requirements. Second, improve bank efficiency mafficing to promote activity in the
real sector. This policy consists of adjustmentsxisting requirements concerning asset
quality. These adjustments include improvementsqaality assessment productive
assets and improvements in the Allowance Asse@Aibff categories.

[1.1.D.2.6 Payment System

The Indonesia payment systems have evolved fromemecy notes and coins to
increasingly cashless and paperless payment syspértiee digital era. The use of
available banking technology has helped to sigaifity improve efficiency in the
payment systems.

Bank Indonesia, owns and operates 2 inter-bank paymsystems, namely Bank
Indonesia — Real Time Gross Settlement (BI-RTG3tesy and Bank Indonesia —
National Clearing System (Sistem Kliring NasionanR Indonesia — SKNBI). BI-
RTGS system was implemented in November 2000 toceedettlement risk in Rupiah
(IDR) inter-bank large-value funds transfers in ttmaintry. All commercial banks are
the participant of BI-RTGS system. It is one of there financial infrastructure
supporting economic and financial activities in dndsia and handles: (1) funds
transfers among commercial banks stemming from ID&r-bank money market
transactions, securities transactions and FX tdioss; (2) settlement of net positions
arising from SKNBI and several ATM networks; and (8nds transfers between
commercial banks and BI, including those for monefaolicy operations. Most funds
transfers made through BI-RTGS system are creditster, but in the case of funds
transfers between commercial banks and Bl ancessttht of net positions arising from
SKNBI, debit transfers can also be made. A sentartk can transmit a funds transfer
instruction with information regarding its and tleeeiving bank’s customer.

II.1.E Employment Policies, Laws and Salaries
II.L1.E.1 Chile

[I.1.E.1.1 Employment Policies

Labor policies have emphasized in latest years,emaizhtion in order to respond to the
challenges of a more open economy and a more astiiety.

In particular, the major governmental goals havenbe

« Firstly, to enhance the build-up of “social cagiialorder to stimulate significant
progress in the relationship between employerseamgloyees, resulting in better
productivity, innovation and quality.

e Secondly, to create a new labor relationship, nedimg to the challenges of
globalization and accelerated technological changésessential in Chile’s view to
have powerful bilateral labor relations, and a ¢erpart of employers able to
respond to the challenge of a pact on employabiliigre Trade Unions and
Employer Organizations could be major players.
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II.L1.E.1.2 Laws

Constitutional Guarantees

The Chilean Constitution guarantees the fundameight for freedom of association.
This consists of the right to establish unions withprior authorization and the right to
engage in collective bargaining. The Constitutidates that law will regulate the
exercise of these rights, but that under no cirdgant®s can legislation establish
requirements, which, in practice, render the eseraf these fundamental rights null
and void.

Trade union organization

There are different types of unions and the seedaindicato de empresgompany
union] predominates. This is a union made up ofkexs from the same company. In
addition to the unions known as base unions, theeehigher levels of organization,
which bring together several base unions, so cdkel@rationsand confederations
which are structured based on the association mianfrom the same sector of the
economy or unions from the same territorial zonberé are also theentrales
sindicales[nation wide labor unions]. Legislation recognizée freedom to form or
join a union and, conversely, the freedom to widlwdfrom a union.

The employment of no individual may be conditionpbn belonging or not to a union.

When workers decide to form a union, they must §mhpld a meeting attended by a
minimum number of people as established by lawyTduguire legal status by the sole
act of submitting their articles of incorporationdathe minutes of the meeting to the
compliance agency. In other words, they do not ireqprior authorization to be
recognized as a union. Two or more unions are akbte exist in a company, and this
does in fact occur.

It is important to note that union leaders enjogtection under the so-calleduéro'.
This is in fact a protection measure under whiemn leader cannot be fired without
prior authorization from a Labor Court Judge, andhsauthorization can only be given
where there is serious non-compliance with the déadlabor obligations. This
protection is in effect during the leader's ternd &r up to six months following the
end of his or her term as leader. This protectiomecs also workers during the
collective bargaining process.

Collective Bargaining

Collective bargaining is totally decentralized asdconducted by each company, and
even by establishments within the same companyeTliseno bargaining at the sector or
branch level. Although the law allows collective rdgmining to include various
companies, employers resist this mechanism.

With respect to collective bargaining proceduree ttabor Code provides for two
modalities: the first, so calletlegulated bargaining”is established in the code itself,
with stages and formalities and in which the emeiols forced to take part in the
bargaining process. This bargaining concludesdallactive agreement, which is called
acollective contract.

The other modality is a mechanism, caltedn-regulated bargaining”with minimum
formal requirements. The parties bargain when this but neither party can force the
other neither to bargain nor to arrive at an agesgnirhere are no deadlines, nor right
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to strike; however, if the agreement is signed, @icance is fully obligatory and this
modality does not avoid the other procedures gféhis no agreement.

The latest modality has been very important in hesses, with more mature and
cooperation based labor relations. However, that fipe of bargaining predominates,
which is characterized by a high degree of reguati

Collective agreements only apply to workers whdipigate in the bargaining, and the
employer has the unilateral authority to extend tbontract or agreement to other
workers, although this is not automatic.

Particularities of the Public Sector

Public sector employees, i.e., those who work favegnment in ministries,
municipalities and other public agencies are natlutled in labor regulations.
Exceptionally are applied to workers in State-ownedhpanies, who are abiding by the
standards of the Labor Code for the private sedBmvernment or public sector
employees did not have the right to take part imnegon organization until 1994. In
March 1994, law No. 19,296 was passed recognifiag tight to establish union-type
organizations known as "associations of officials".

It should be noted that in the past, governmenkersrhad their own organization and
bargained with respect to rights exercised on thegms of the Labor Code. During the
military regime, this practice was fully restricted/ith the return of democracy, a
process was initiated for definitive recognitiontbé rights derived from freedom of
association.

As already indicated, public servants were grarhedright to organize and the ILO
Convention 151, in regard to this topic, has alserbratified by Chile. Each year,
government and organizations of these workers moee¢gotiate matters on wages and
working conditions, which afterward become the &#asi draft legislation.

The Right to Strike

Strikes are legally limited to the extent that thegn only take place during the
collective bargaining process regulated in the lkabode. Strikes cannot be used in
bargaining, which we have referred to as "voluritany "non-regulated”. During the
strike, the employer may hire replacement workersfahe fifteenth day of the strike,
but the law allows the employer to hire replacemeatkers as of the first day of the
strike provided that the last offer made to thekeos gives them the same benefits they
had at the time of bargaining, adjusted for inflatand if he gives workers a special
bonus of “replacement”, distributed between stskance the conflict comes to an end.
The purpose of this mechanism is to encourage amim acceptable offer for workers
and to avoid a misuse of the replacement systene. rEplacement workers are
temporary, for as long as the strike lasts.

Penalties for Practices that Violate the Exercisefdahe Rights of Freedom of Association

and Collective Bargaining

Since 1991, Law 19,069 in the Labor Code includegtaof standards, which penalize
any action, particularly by employers, which viesthe right to freedom of association
or which affects collective bargaining. A most meceéaw, in 2001, N° 19,759 has
strengthened this legislation through more severalies and controls. According to
these laws, now incorporated in the Labor Code,vaarker or organization which feels

that these rights are being violated through bath factions of the employer (for

example, offering better benefits to workers whehdiaw from the union or refusing to
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bargain with representatives of the workers, oep#rctions--the Law lists many) may
appeal to the Labor Court Judge. Courts, by meérsief and simple proceedings,
must request a report from the compliance agenapdt Directorate, “Direccion del
Trabajo”), institution that is also entitled to aCburts may determine whether there are
unfair practices on the part of the employer aridsa, order those practices be
terminated. A fine will also be applied.

Role of Government

The role of government through the Ministry of Labe centered mainly on labor
policies and regulations. Besides the Ministry, pecsgal agency is in charge of
compliance legislationDireccion del Trabajo (Labor Directoraje which has Labor
Inspection Offices distributed throughout the nadicterritory.

The Labor Directorate has three major respongstit

e The first is monitoring compliance with labor stands, which includes health and
safety aspects in the workplace. To fulfill thiskathe Directorate sends officials
(labor inspectors) to workplaces to ensure compgawith the standards. If these
officials detect violations, they apply the fines sut in the law. These actions known
as monitoring are done on the initiative of the drabDirectorate or at the request of
the worker or union affected, but the tendencyisarry out preventive monitoring.

* The other major area of action is promoting freeddrassociation. To this end, a set
of policies and actions has been established tm@® union organization, enhance
collective bargaining and help in the developmdrabor relations. To this end, the
Directorate has programs aimed at raising awarenédabor rights, carries out
training activities and develops materials suchudes and books.

e Technical assistance is also provided to labor deachnd to business owners,
particularly from the small - and medium-sized besis sector. Guidance is given
prior to collective bargaining and statistical infation is provided on previous
bargaining. During collective bargaining and intgadar during a strike, assistance
is offered to the parties to re-establish the bangg, which has been interrupted.

« Legislation gives to the Labor Director the powerinterpret social legislation and
regulations. This legal delegation allows the adstiative labor authority to specify
the meaning and scope of labor standards, whicktitoi@s an important source of
interpretation of law in Chile and a permanent nefiee both for workers and
employers, and even for the courts of justice tleves.

[1.1.E.1.3 Salaries

Employers and employees determine and regulateiesalan individual or collective
basis. The state regulates minimum wages only, allyronce a year through
legislation, and after consultations with natioladlor and employer organizations.

[1.1.E.1.4 Trade and Labor

Chile has ratified all the fundamental ILO Convens concerning freedom of
association and the effective recognition of thghtito collective bargaining, the
elimination of all forms of forced or compulsorybta, the effective abolition of child

labor and the elimination of discrimination in resp of employment and occupation
and respects the principles enshrined in the ILOl@ation on Fundamental Principles
and Rights at Work and its Follow-up, 1998.

Chilean government has addressed labor issuesvaradeagreements with its trade
partners according to its different realities. Tater has been reflected with different
modalities and instruments with Canada, the EU, @BBUR, OECD and the USA,
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with Brunei Darussalam, New Zealand and Singapwert, The People’s Republic of
China, Peru, Panama, as well as with Japan. Ckiés ¢his issue as an important
competitiveness factor.

Constituencies and political world ask stronglyttee inclusion of a social dimension in
FTAs, thinking on the need to respond to their vesrrabout globalization and their
impact on labor, so this issue is a need for thpraal of the FTA after the
negotiations.

Accordingly, provisions about labor have been askld in our trade agreements
containing different mechanisms, such as aside eaggats, labor chapter or

independent agreements, with accent in cooperatidmough these provisions

guarantees have been given about the enforcementr @iwn legislation, and about the
respect of fundamental labor principles and dewemk including also acceptable labor
conditions, especially in minimum wages, safety hedlth and work hours.

Ten years after our first agreement on these issuils Canada, and nearly five with
the US, and also after the entry into force of M@U with New Zealand, Brunei
Darussalam and Singapore (P4), no procedure ofuttatisn processes have been
initiated under these agreements and, on the egntlteese areas have been covered
very successfully in cooperation activities, eanigth Canada, later the USA and more
recently with our P-4 partners.

In this vision, Free Trade Agreements partners e supposed to harmonize their
legislation, but to reiterate their common committsemade within the 1998 ILO
Declaration on Principles and Rights at Work.

[1.1.E.2 Indonesia

II.1.E.2.1 Employment Policies, Laws, and Wages

Legal basis of the employment policy aligns witht Ado. 13 / 2003 concerning
Manpower. The Provisions of Indonesian labour /kes union according to Act No.
21/ 2000 concerning Labour / Workers Union:

* Article 5 explains that:

(1) Every worker has rights in organizing and partitiph as the member of
Labour/Workers Union;
(2) Labour/Workers Union is organized by at least #d)workers.

* Article 6 explains that:

(1) Labour/Workers Union has rights in organizing amdtipipating as the member
of Labour/Workers Union Federation

(2) Labour/Workers Union Federation is organized by least 5 (five)
labour/workers unions

* Article 7 explains that:

(1) Labour / Workers Union Federation have rights igamizing and participating
as the member of labour / workers union confedamati

(2) Labour/workers Union Confederation is organizedabyeast 3 (three) labour
/workers unions federations.

* Article 9 explains that labour/workers union, femtewn and confederation of
labour/workers union are organized upon workergropvillingness without any
pressure and interfere from employer, governmaegiitigal party, or others.

e According to Act No. 13 / 2003 concerning manpoweasrkers are allowed to have
direct action and before doing that way, they havmform the employers or related
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institutions in a written notification 7 (seven)ydabefore the direct actions will be

done.
Indonesia’s workforce was recorded at 111.95 mmllipersons (August 2008).
Workforce expansion was also matched by growthumlver of employee to 102.55
million. Open unemployment in August 2008 was ddw8.39% compared to 10.01%
in August 2007. The improving condition of the labanarket was largely attributable
to the first half performance of the agriculturectse in 2008 and the position of
agriculture as one of Indonesia’s largest sourtesnployment.

Employment was increasing in all sectors. The hghemployment growth was
recorded in the social services sector (1.08 millersons), followed by trade (667
thousand persons) and transportation (220 thousarstns). The rising employment in
the transportation and communications sector wasistent with the high growth rate
of that sector in 2008. Labor productivity improviedthe manufacturing, construction
and the transportation and communications sechutsjn other sectors maintained a
stable trend. In August 2008, university and sehigh school graduates represented
the fastest growing section of the workforce. Imtcast, the least growth was reported
among workers with less than primary school edooatiEven so, Indonesia’s
workforce continues to be dominated by workers withmore than primary school
education.

The improvement in the labor market has had a igesiinpact on poverty reduction.
The total population living in poverty in Indonesias declined as indicated by data on
March 2008. During 2008, the total number of th@rppeople fell to 34.96 million
(15.42%) compared to 37.17 million (16.58%) in 20@@wever, a close observation is
required on the impact of the economic slowdowrthe final quarter of 2008 and
indications of worsening labor conditions at yead,edue to the potential deterioration
of poverty figures.

Improvement in poverty was also followed by redoetin the poverty depth index and
poverty level index in 2008. During the year, theverty depth index listed to 2.77,
indicating that the average spending by the poar mvaving closer to the poverty line.
A similar development was observed in the poveetyel index, which eased to 0.76,
indicating a narrowing in spending disparities agtre poor.

The government continues to improve business arekstment environment in effort to
expand employment opportunities with main objecivi® reduce unemployment and
disguised unemployment through adding working haunrgarious business fields, both
at rural and urban areas; and augment foreign egehaarnings through the sending of
Indonesian workers abroad. The major activitiesthis effort is: (1) to improve
trainings with curriculum related to acknowledgingfficient technology,
entrepreneurship development, and other supposdkilis and expertise in order to
make the work force capable of creating job oppoties; (2) to prepare and
disseminate information on job market; (3) to sptsettlements for new inter-island
migration to expand job opportunities in agricuttuand (4) to improve the mechanism
of the sending, guidance and selection of Indonesiarkers who want to work abroad,
and seek out their protection.

There is a program designed to maintain a workimg lausiness tranquility in order to
create harmonious relations between employeesraptbgers that in turn will improve
the welfare of employees and their families. Thiggpam is aimed at improving labor
institutions in companies, enhancing working caondg, and healthy vocational
security.
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Liberalization of global trade will pose a tight mpetition among workers of all
countries since it allows the traffic of workersrit one country to another much more
rapidly. It also will require professional worketbge criteria of which are set forth by
developed countries. In facing this situationsitime for Indonesian workers to adjust
themselves to the criteria on each profession talide to compete with professionals
from other countries to fill in vacancies at donesnd international market. This is in
line with Law No.13 of 2003, which stipulates amastber things the improvement of
Indonesian worker's ability and self-capacity tompete, and the utilization of
expatriates. Some professions the Indonesian workave claimed international
reputation for are among other things accountarmy, drilling, construction,
seamanship, nursing, and midwifery.

Indonesia was the first country in Asia and Pacifas ratified all eight core ILO
Conventions covering the fundamental principles aghts at work. The circumstance
of the ratification was unique for Indonesia, asrisequences” of devastating political,
social and economical of the crippling Asian fin@hcrisis (1997).

Indonesia has ratified ILO Convention No. 144 (fieation on page 215) concerning
tripartite consultation. According to the ratifizat of ILO Convention on Government
Regulation amendment No. 8 / 2005 to becoming Gowent Regulation No. 46 / 2008
which states that tripartite institutions have cagped in giving accommodation toward
their social partners’ needs especially its labmarkers union. Indeed, tripartite
institutions act as the communication forum betwesployers and workers.

The political change and ratification of ILO Contien No. 87/1948 have interrelated
to the respect of workers rights to freedom of aisgimn. Before 1998, only single
umbrella organization for the private workers, ngn€SPSI Federasi Serikat Pekerja
Indonesia and KORPRI Korps Pegawai Republik Indonesia kdonesia civil
employees) was for the civil servants and stateeml\enterprises employees.

According to Act No. 21/2000 on Trade Union, theaxtmum requirement to establish a
union at the plant level is ten workers. Nowaddysré are 86 federations and 3
confederations with total number of 8.599.877 uimed workers. The adoption of Act
No. 21/2000 is a significant step to build a newagagm in the world of industrial
relations in Indonesia, which is based on demamtatn at plant level. Prior to
reformation era, there is only a single union iddnesia.

According to Government Regulation No. 8 / 2005)Toipartite. Indonesia has been
enforcing to the efforts of problem settlement ipdbtite negotiation as well as it is
explained by Act No. 13 Paragraph |, general promigrticle 1 (18) which states that
bipartite cooperative institution is a communicatend consultation forum. It builds a
linkage on related things of industrial relatiomsa company by which its members
contained of employers and labour/workers uniort tteve been legally responsibly
noted in employment or labour issues.

[1.1.F Environment Policies and Laws

II.1.F.1 Chile

Chile's environmental policy is based on the cohoégustainable development, which
serves as the fulcrum of a strategy aimed at reloog@nvironmental protection with
economic development in the context of social ggand transparency in the public
sector.
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This policy is based on seven principles that leokderence to and permeate the legal,
institutional and instrumental aspects used in twernment's environmental
management activities: 1) The principle of gradest which acknowledges that
environmental management should be implementedrgseiyely, given that reverting
the course of environmental deterioration and reitiog development with the
protection of the environmental heritage requirgsicsural reforms that go beyond
short- term measures; 2) The principle of realismiich establishes that the objectives
should be reachable, given the magnitude of curamironmental problems, and the
resources available to do so; 3) The preventivacpie which implies avoiding
situations of deterioration before they are producé) The "the polluter pays”
principle; 5) The principle of responsibility, wiidiolds that the party responsible for
environmental damage should pay reparations t@ittien and restore the deteriorated
component; 6) The principle of efficiency that holthat measures adopted to confront
environmental deterioration should involve the lIsWwesocial cost and privilege
instruments that allow for optimal allocation ofsoeirces; and 7) The principle of
citizen participation.

[I.1.F.1.1 The Environmental Agenda.

A set of coherent approaches guide the managenfemnewable natural resources,
pollution control programs and actions, and thetgmtion of the urban environment.
They can be summarized as follows: Prioritizinksag\ssigning real costs to the use of
public goods; Minimizing social costs; Using markestruments; Maintaining the

State's role in the conservation of the environ@ehéritage; Respecting the right to
property; Envisioning environmental quality as amparative advantage; and
Promoting cooperation between the public and peigattors.

These points support the establishment of enviromahepriorities that could be
summarized in five areas: public health; definingits to sustainable resource use;
equality for all people in relation to the objeetivof environmental quality
("environmental equity"); State intervention whenwieonmental quality diminishes in
an extreme manner; and protection of nature andiv@csity.

[I.1.F.1.2 Legal Context

The Chilean Constitution of 1980 grants all Chikedme right to live in a pollution-free

environment, and notes that it is the State's resipdity to ensure that this right is not
threatened and to guarantee the preservation ofendt also identifies the conservation
of the environmental heritage as one of its sdaiattions.

Law 19,300 on the General Environmental Framewods w&pproved in 1994. This
normative body established a structured environatenanagement system. The law
regulates a series of conflicting interests, begmmwith the premise that no activity,
however legitimate it may be, can be carried outhat expense of the environment.
Specifically, the law establishes a set of leggutations and definitions, environmental
management instruments, areas of responsibilitforeement mechanisms, the
environmental protection fund, and government tastins in charge of addressing
issues that are related to the environment. Thecipal Environmental Management
Instruments are: Instruments for Establishing Eonwinental Quality Standards,
Prevention Instruments, Corrective Instruments, @l@ance Instruments, Economic
Instruments, Education and Research Instrumentize@i Participation Instruments,
and Instruments for Generating Information.
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Another issue to be considered is that Chile hasdiexpto become a member of the
OECD and the application process contemplateswawiethe environmental legal and
institutional frame of the applicant. In this camtenew legislation is being proposed
and explained in the last paragraph of the foll@part.

[1.1.F.1.3 Institutional Framework.

In 1994, Law 19,300 officially created the Comisiiiacional del Medio Ambiente
*CONAMA- (National Commission for the Environmera)public service, functionally
decentralized with legal status and own patrimony.

The General Environmental Framework Law did nobiicantly alter the institutional

framework neither within the central government mordecentralized government
levels. However, the law imposes certain tasks r@sgonsibilities on municipalities
and confers on them some new authority mainly edlab the Environmental Impact
Assessment System (SEIA).

After more than a decade of application of Law 09.Z&nd considering the need of
strengthening the environmental institutions, Lal1Z3 was issued (March 2007),
creating the post of Minister President of CONARIA

During 2008, the Minister proposed to CongressladBiLaw to create the Ministry of
Environment, a Service for Environmental Assessmeami a Superintendence for
Compliance. Recently, another Bill of Law was présd to Congress to establish
Environmental Tribunals. It is expected that batfs lvill be enacted.

[I.1.F.1.4 International Cooperation.

Over the last fifteen years Chile has increased pitsfile in the international
environmental debate, in particular in the scientifverification of "global
environmental problems," becoming a signatory eks& environmental conventions,
among them, the Convention on International Tradé&mdangered Species (CITES)
(1975)*! ; the International Convention on Civil Liabilifipr Oil Pollution Damage
(1977)*; the Convention for the Regulation of Whali(1979)*; the Convention of the
Conservation of Antarctic Marine Living Resourc&9§1)*; the Vienna Convention for
Protection of the Stratosphere (1990)* and the tah Protocol on Substances that
Deplete the Stratospheric Ozone Layer (1990)*Basel Convention on the Control of
Trans-boundary Movement of Hazardous Wastes and isposal (1992)*; the
Convention on Biological Diversity (1994)* and tkartagena Protocol on Biosafety
(2000)*** ; the United Nations Framework Convention on Cten@hange (UNFCCC)
(1995)* and the Kyoto Protocol (2002)*; the Rotim Convention on the Prior
Informed Consent (PIC) Procedure for certain HaaasdChemicals and Pesticides in
International Trade (2005)*; and the Stockholm Gamtion on Persistent Organic
Pollutants (POPs) (2005)*.

I1.1.F.1.5 Trade and the Environment.
Chile considers that a good comprehension of & lietween trade and environment
optimizes the benefits of free trade and mitigapessible negative impacts on
sustainability of the natural resources. It alspsigers that a country can ensure growth

%0 On 27" March 2007, Ms. Ana Lya Uriarte Rodriguez was aptgal as the first Minister President of
CONAMA.

3L *year of ratification

32 xxYear of signature
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rates that help to improve the quality of life fts people, and, at the same time, protect
the environment.

Chile has negotiated FTAs with most of its tradetmpas, acknowledging the
importance of incorporating the environmental disien in this process of economic
internationalization.

Chile considers that FTAs which incorporate envinent provisions are an appropriate
tool to promote high levels of environmental préitat, together with securing an open
and fair international trading system, by presentadequate incentives for better
environmental management and minimizing the risklisguised environment barriers
to trade. This approach could optimize the benef#sved from free trade and, at the
same time, could enhance potential positive effectd mitigate potential negative
impacts on environmental sustainability. Not ondy grotecting the environment an
important aspect of sustainable development, ianselement of competitiveness.
Markets are driven not only around the traditiash@inands of price and quality, but also
according to respect for the environment and atberal issues.

Chile has addressed environment issues in tradatiaggns in a very flexible way and
with an approach based on dialogue, exchanges pEriexces and cooperation. The
main format to incorporate environmental provisiamghese agreements has been an
Environment Chapter in the main text of the Fread€rAgreement (FTA); a separate
agreement on environment cooperation negotiategigmed along with the FTA; or, in

a few cases, both.

Canada-Chile Agreement on Environmental Cooperat@@AEC): This Agreement
was signed, along with the FTA, in 1997, with the af generating the conditions
necessary for making the economic development tf bountries compatible with the
protection and improvement of environmental coods$l. These Agreements are the
firsts of this kind that Chile has signed with aveleped nation. The agreement
privileges cooperation and emphases the importanmte the exchange of
experience, knowledge and technology in this afdéaallows for ample citizen
participation. Likewise, it reaffirms the right ebch Party to establish its own level of
environmental protection, policies, and prioritiasd, at the same time, incorporates the
commitment to maintain high levels of environmemadtection.

Association Agreement between Chile and the Eumopd@ion (2003): The Preamble
states that the Agreement should be implementedgistently with environmental
protection and conservation; to promote sustainaleeclopment; and, to conserve,
protect, and improve the environment by efficienvionmental management and an
adequate participation in the multilateral enviremal agreements. The Chapter on
Cooperation emphasizes the need for carrying owstalsaevelopment, economic
growth, and environmental protection, and stateg the purpose of environmental
cooperation (article 28) is, inter alia, to promotsservation and improvement of the
environment, to prevent pollution and the degrasatof natural resources and
ecosystems.

FTA Chile-USA.-Chapter 19 “Environment” (2004) amthvironmental Cooperation

Agreement (2004): In this case environmental piowis were incorporated into the
FTA, with the aim to minimize the risk that enviroant laws, regulations, policies and
practices could be used for trade protectionistppses, but with the rigorous
commitment to comply with the legislation of thesatters, with a spirit of cooperation
and with methods to solve controversies accordntheir specific nature. For the first
time, the FTA includes a clause that will help tormpote good environmental behavior
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from the productive sector, hence the Parties agteeencourage corporations that
operate in their territory to voluntarily includeinciples of corporate responsibility in
their policies. Chapter 19, acknowledges the righeach Party to establish its own
levels of environmental protection, policies, andiogties in environmental
development, as well as, consequently, adopting raodifying, its environmental
legislation, and taking into consideration ampletizen participation in the
implementation of the agreement. Along with the FBA Environment Cooperation
Agreement was signed that regulates this type tofities between the Parties.

Trans-Pacific Strategic Economic Partnership Agrem(P4) - Agreement on

Environmental Cooperation (ECA-P4) (2006): Chileymei Darussalam, New Zealand
and Singapore have signed up to the Trans-Pacifategic Economic Partnership
Agreement in 2005. Alongside the Trans-Pacific SHf¢ Parties signed a side
Agreement on Environment Cooperation. This Agrednfegs 2 main aspects: It

establishes principles for environmentally sustai@arade between the Parties and
encourages environmental cooperation.

Chile-PRChina FTA (2006): In the Preamble of thgréement, the Parties recognize
the importance of pursuing sustainable developrardtenvironmental protection. And,
its article 108 states that “the Parties shall anbaheir communication and cooperation
on labour, social security and environment througbth the Memorandum of
Understanding on Labour and Social Security Codmeraand the Environmental
Cooperation Agreement between the Parties”. Basethat, on September 20, 2007,
the National Commission on the Environment of CHEONAMA) and the State
Environmental Protection Administration of ChinagE\), signed a Memorandum of
Understanding on Environmental Cooperation thaksée promote cooperation in the
field of Environment protection, on the basis ofi@kity and mutual benefit.

Panama-Chile Agreement on Environmental Cooperatith countries signed an
Environmental Cooperation Agreement along withRAé, which entered into force in
March 2008. It has close similarities to the Tr®agific SEP Agreement on
Environmental Cooperation.

FTA Chile-Colombia-Chapter 18 “Environment” (entérato force in March 2009).
The environment provisions in the Chile-ColombigARare very similar to those in the
ECA-P4 Agreement. The difference is that in thetfoase they were incorporated into
the FTA (Chapter 18), and in the second one thew feart of a parallel agreement.

Chile-Japan Agreement for Strategic Economic Pestne - Joint Statement (2007):
The environmental provisions were included in tbat)Statement, subscribed by the
respective Ministers of Foreign Affairs on the agioa of the signing on the Agreement
for a Strategic Economic Partnership.

Chile-Australia Free Trade Agreement (entered irftoce in March 2009):
Environmental provisions were included in Chapt8r“Cooperation”. Article 18.2
states thatcooperation on environment will reflect the commént of both Parties to
strengthening environmental protection and the ptom of sustainable development,
in the context of strengthening trade and investrmelations between them”. And,
“Areas of cooperation may be developed through texjsagreements and through
appropriate implementing arrangements including tiesignation of national contact
points to facilitate activities on environment datbour cooperation”.

Chile-Turkey FTA (signed 2009): The Chapter on Gmagtion (article 37.8) contains
provisions regarding the Environment. It recognifies importance of strengthening
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capacity to protect the environment and promotdasmeble development in concert
with strengthening trade and investment relatioasd it establishes areas of
environment cooperation which will be developedotiyh special programs and
projects dealing, inter alia, with the transfeknbwledge and technology.

APEC: Chile presented at the January 2007 meetirtheoCommittee on Trade and
Investment (CTI) of APEC, a Draft Chapter on thevitsnment for RTAs/FTAs, that
was adopted by the Ministers Responsible for Trade€008. The Model Measures
respond to the instruction of the Leaders and the§t on the Best Practices for
RTAs/FTAs adopted by APEC members in 2004. Theyirgsiended for economies to
use as a reference tool in the process of negai&TAs and FTAs, in order to improve
their quality and transparency.

MERCOSUR (Integrated by Argentina, Brazil, Paragaayg Uruguay) — Sub-Group
#6: EnvironmentChile participates, as observer, in this Sub-Group.

OECD: Chile has adhered to the Guidelines for Malibnal Enterprises, which
include a Chapter V on the Environment. Chile hasrbinvited to participate, starting
in 2008, as an Ad Hoc Observer, in the Joint Wagkiarty on Trade and the
Environment (JWPTE).

[1.1.F.2 Indonesia

Indonesia is the world's largest archipelagic staeompassing over 17,000 islands and
home to over 237 million inhabitants. Indonesi&mslowed with rich biodiversity and
natural resources, which to a large extent hastitotezl the basis for the past decades
of macro-economic growth. Indonesia supports tretoas species diversity of both
animal and plant life in its pristine rain forestsd its rich coastal and marine areas.
Nearly 60% of Indonesia’s terrestrial area is fteds The landscape is also
mountainous and volcanic with over 500 volcanoesaduvhich 129 are still active.
Furthermore, Indonesia holds at its disposal dépadipetroleum, natural (fossil) gas,
and metal ores. Indonesia’s macro-economic devedopigiuring the past 30 years is to
a large extent based on its natural resources.

To narrow the gap between rich forests and pooplpegrogress can be made by
recognizing that forestlands are part of the r@@nomy and people’s livelihoods.
Policies could better address the linkages amomgramity livelihoods, investments,
markets and infrastructure, rather than viewinge$ts as raw material for export-
oriented processing. In a longer term there isrgelgotential for innovative carbon
funding for avoided deforestation in Indonesia. j b based transactions, such as
Clean Development Mechanism (CDM), Joint Implemioita Projects (JIP), or
\Voluntary programs are possible.

Legal basis of the environment policy aligns witbvérnment Regulation No. 32/2009
concerning Environment Management and Protectio®Ggoernment Regulation No.
23/1997 on Environment Management

Indonesia is endowed with resources for renewahkrgy. The potential for solar
energy, geothermal energy and hydro power is rajbed. A constraint to technological
development within this field is the high price.idtstill not competitive compared to
fossil energy. An energy price policy could be gopartunity for the country to
encourage the development of more renewable energy.

Another opportunity is to continue ongoing supp@rg. to the Indonesian Sanitation
Sector Development Program), as needs in urbars aegaain vast and networks and
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contacts are already established. This may proveetefficient as time and effort for
preparation could be minimized.

Indonesia’s guiding development document is the iMadTerm Development Plan
(MTDP) 2004-2009, formulated after the first everedt presidential elections and
outlining the key policy priorities and directiorf the government. The MTDP states
that access to clean water and basic sanitatiarright. Increased access to water and
basic sanitation is included in the first targeoy@rty alleviation) under the third
development goal in the MTDP. Out of several tagetthe MTDP, two of them,
namely target 4 and target 5 could be elaboratddllasvs: Target 4 (environment and
natural resources) focus on restoring and presgnand enhancing the quality of the
environment, which implicitly would include aspeat$ wastewater collection and
treatment. Meanwhile, related to water, sanitatgewage, and wastewater treatment,
Target 5 (infrastructure) highlights the need toréase the coverage of (affordable,
available and of high quality) potable water, a$l &g to improve the quality of surface
water. This will be done inter alia through inciegsvastewater processing, developing
the wastewater disposal system including a centdlsewerage system for large cities.
Overall, the emphasis of infrastructure developmsiall be on improving rural
infrastructure, strategic economic infrastructund anfrastructure in conflict regions.

After the “big-bang decentralization” in 2001, Imdksia is one of the most
decentralized countries in the world; as much as-tbird of central government
expenditures are transferred to the regions. Tae Ministry of Environment (MOE) is

Indonesia’s central environmental authority. It has overall responsibility for

environment including strategy, legislation andigplformulation, and establishing

quality standards. It also supervises and suppgmdsincial and local authorities in

environmental management and the implementatiamabbnal policy and regulations.
Monitoring and enforcement is done by the MOE thgewith various other agencies.
Municipalities are responsible for planning and aging environmental services
including waste management, water supply, and weaséz treatment. Key duty bearers
for water supply and sanitation are thus the MO& \arious other agencies.

Indonesia hosted the 13th Conference of the Padiéise United Nations Framework
Convention on Climate Change, which served as tel Meeting of the Parties to the
Kyoto Protocol in Bali, December 3-14, 2007. Issapsmissions, impacts, and policy
constraints were discussed during the conference.

The largest concern for Indonesia with regardh&itpacts of climate change is the
risk of decreased food security. Climate changéaltér precipitation evaporation, run-

off water and soil moisture; hence will have effecin agriculture and thus food
security. Climate change will likely reduce soiltiity by 2 percent to 8 percent,

resulting in projected decreases of rice yield bpetcent per year, soybean by 10
percent, and maize by 50 percent. Thoroughly coneed efforts made to deal with
climate change would be highly importance towarehilier climate condition.

Indonesia signed the Kyoto Protocol in1998 andieatiit in 2004 through Law No.

17/2004. Since then, a lot has happened, notahtlyeirfield of the clean development
mechanism (CDM), although less so in the othed$ieThere are many good policies
and legislations that favor sustainable forest gameent in Indonesia. Indonesia has
also ratified Convention on International TradeEndangered Species of Wild Fauna
and Flora (CITES) through Presidential Decree giuddic of Indonesia No. 43/ 1978,

Basel Convention on the Control of Transboundarywéfoeents of Hazardous Wastes
and Their Disposal known as Basel Convention thndeigesidential Decree of Republic
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of Indonesia No. 61/ 1993, Montreal Protocol on Sabces That Deplete the Ozone
Layer through Presidential Decree of Republic ofloimesia No. 23/ 1992, and
Cartagena Protocol on Biosafety through Law No.2004.

Indonesia is progressing towards expanding bigsuaiiuction, both for domestic use in
order to reduce oil consumption, and for export theet strong demand, especially in
Europe. Bioethanol is currently produced using fiyasagar and cassava as feedstocks,
whereas biodiesel is developed using crude-palm@HO), stearin (the non-edible
byproducts of CPO), Jatropha curcas, and other&009, biodiesel from oil palm in
Indonesia is projected to reach 700 million liteys,2 percent of diesel consumption,
requiring about 200000 ha of oil palm plantatioRemand for biodiesel is expected to
increase in 2025, when it reaches 4,700 millioardit or 5 percent of total diesel
consumption. This will need 1.4 million hectaresadf palm plantations — about 2.5
times the area of the island of Bali. Jotrapha asircan grow in degraded lands and
promises a good potential to reforest the degraamieds, while at the sime time
providing livelihoods to the poor living near dedeal and reducing the use of petro-
diesel.

However, the risks of deforestation — and to sortere land use conflicts with biofuels
— have not been thoroughly assessed. Historia@lhipalm production in Indonesia has
been a major driver of deforestation.

Indonesia is not yet adequately preparing for ategt to future climate events. The
importance of adaptation to climate change hasadjrebeen acknowledged in the
country’s Mid-Term National Development Plan. Clea@2 of the Plan mentions that
Indonesia shall “improve national capacity in adaptclimate change issues into
development aspects”.

Currently, a draft of the National Strategy on Adiion has been completed. The draft
contains a compilation of research activities, tdieation of adaptation issues that need
to revised and expanded with implementation expedeof UNFCCC methodology. At
present, the Ministry of Environment is finalizitlge strategy in time for the COP 13th
meeting. Other Ministries have yet to follow thrbugby implementing
recommendations, resulting in weak preparedneadayftation to future climate events.

In respect to waste management, Indonesia has dy nesued law. This legal

instrument is very important in relation to buswmedevelopment. The Waste
Management Law N0.18/2008 covers solid waste manage There are three types of
wastes regulated under the new law, namely houdetvalstes, wastes similar to
household wastes, and specific wastes.

With the enactment of the law, waste managementt ineisorganised based on the
following principles: responsible, sustainable, dfemal, justice, awareness, mutual,
safety, security, and economic value, in ordentwaase public health and environment
guality, and to develop waste as resources.

The law explicitly stated that the Government ispansible for serving the public on
waste management matters. The law also regulagesaks and obligations of the
Government, both at the national and local levatidhal and provincial Governments
will focus on policy development and coordinatiomhilst city and regency

Government will be responsible in implementing t@icy. According to the law,

everybody has the right to obtain service in waséaagement, participate in decision
making, obtain information on waste management, @stdin compensation from the
negative effect of landfill sites. On the other daresidential, commercial, industrial,
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and special developers, as well as other public sowlal facilities are required to
provide a waste sorting facility. All producers aeguired to place a waste reduction
notice and instructions on wastes handling onatkpging. Businesses are responsible
to process its own products’ packages that canmistdifficult to be naturally processed
(extended producer responsibility).

Waste management activities include waste reductinod waste handling. Waste
reduction consisted of reduce waste products, eeasste, and re-cycle waste (3R). In
order to reduce the amount of wastes, the law @tédt that the Government could
provide incentive to people doing waste reductiod disincentive to for those not
doing waste reduction. Waste handling includesirsmprtcollecting, transporting, and
processing.

The new law also regulates: (a) intra-local adniat®on cooperation and partnership
with the private sector in managing wastes; (bhjimtion the importation of waste into
Indonesia, mixing dangerous and toxic wastes wilibish, processing wastes that may
cause pollution and/or environment destructionteriitg, open dumping wastes
management, or burning waste not in accordance wdtie processing methods; (c)
supervision of implementation of waste managemefity as well as supervising of
waste management conducted by the waste managergdjradministrative sanction
and criminal offence on waste management, as vgellha imprisonment term and
penalty levied.

1.2 Trade in Goods
[I.2.A Composition of Trade in Goods

I1.2.A.1 Chile

Chilean global trade, exports plus imports, reach2@,546 million dollars in 2008.
This figure not only shows a record high in tratievk, but also is a clear sign that the
Chilean external sector was able to benefit from dynamism of the international
economy of the 2000°s and the high prices of expammmodities, before the financial
crisis (since September 2008). The figure exhibiigaxternal trade in 2008 represent
an increase of more than 3 times the trade flomses1999 (+323%) and to an annual
average growth of 17.4%.

TABLE 2.3
CHILE'S FOREIGN TRADE, 1999 - 2008

(million of dollars and %)

1999 2000 2001 2002 2003 2004 2005 2006 2007 P0O08
Exports (FOB) 15,914.6 18,425.0 17,668.1 17,676.3 20,627.2 31,460.1 39,2519 57,756.6 66,718.6 69,820.6
Imports (CIF) 14,022.0 16,8425 16,233.9 15,753.2 17,663.6 22,454.2 29,940.1 34,912.0 42,949.0 56,725.6
Trade Balance 1,892.6 15825 1,434.1 1,923.2 29635 9,0060 9,311.7 22,8445 23,769.5 13,095.1]
Trade Exchange 29,936.6 35,267.5 33,902.0 33,429.5 38,290.8 53,914.3 69,192.0 92,668.6 109,667.6 126,546.2
Grow rate %
Exports 7.9 15.8 -4.1 0.0 16.7 52.5 24.8 47.1 15.5 4.9
Imports -17.9 20.1 -3.6 -3.0 121 27.1 33.3 16.6 23.0 32.]]
Trade Exchange -6.0 17.8 -3.9 -1.4 145 40.8 28.3 33.9 18.3 154

Source: Studies and Informations Department, DIREj@ne 2009), based on data from Central BanktofeC

Exports in the past eight years have also thrisedwing an average annual growth rate
above 17.9%. This allowed that in 2006 Chilean etsptm exceed the fifty billion dollar
barrier, thereof reaching a record high of 69,82llian dollars in 2008. In the past
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decade exports growth has been the norm, exced9@8 where exports suffered a
drop of 13%, due to a massive fall in commoditycesi as a result of the Asian crisis.
Although exports recovered quickly — in 2000 expdrad well recovered all the terrain
lost in the 1998 crisis — in 2001 there was anotakéin exports, this time as a result of
the slump in the regional economic environment,niyacaused by the Argentinean

crisis, and a slowdown in global demand in the waikihe September 11 events. Since
2003 the latter was reversed stimulated by thengtgrowth of demand from Asian

markets, especially China, India and Japan thaedainternational commodity prices.

By the end of 2008, commodity prices have beentanbally reduced as a result of the
world financial crisis. Thus, it is expected a fall Chilean exports in value and

quantuni’,

Imports in 2008 reached 56,726 million dollars, ethimeant an annual increase of
32.1%, marking a record high, near the growth efridgcord year 2005 (33%). Chile’s
trade balance reached in 2008 a surplus of 213y@8®n dollars, thereof becoming
the tenth consecutive year that the trade balaasdben positive. The latter is not only
due to the important raise in exports but also ipidure that shows un upsurge in
imports during 2005 (that had begun in 2004), atterfall in imports in 1999 and its
weak recovery in the earlier years of the presemiade. For 2009, a fall in imports
according to the slackening of economic activitgxpectedf.

11.2.A.1.1 Exports

Table 2.4 shows the structure of exports accordimginternational Standard of
Industrial Classification (ISIC). At a first glanae is obvious that most of Chile’s
exports are highly concentrated in two sectorsustiy and Mining, which represent
94.5% of all exports in 2007.

% The Central Bank of Chile released an outlook fliee 2009 macroeconomic situation in the
“Presentacion del Informe de Politica MonetarieedatComision de Hacienda del Honorable Senado de
la Republica” José de Gregorio, Presidente, Ban@mtr@ de Chile, 13 de mayo 2009 in
http://www.bcentral.cl/politicas/presentaciones/consejeros/pdf/2009/jdg13052009.pdf, page 16, by which a
reduction of -1.7% is expected in real exports002, page 14

% In “Presentacion del Informe de Politica Monetaaiste la Comision de Hacienda del Honorable
Senado de la Republica” José de Gregorio, Pregid@snco Central de Chile, 13 de mayo 2009 in
http://www.bcentral.cl/politicas/presentaciones/consejeros/pdf/2009/jdg13052009.pdf, page 16., is expected a
reduction of -10.6% in real imports in 2009
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TABLE 2.4
CHILE'S EXPORT STRUCTURE ACCORDING TO ISIC, 1999 - 2008
(%)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2004
I Agricylturg, Fruit, Livestock Silviculture ai 10.8 8.8 8.8 9.7 95 71 6.1 45 46 5.5

Extractive Fishery
Agriculture, Fruit and Livestock 10.3 8.4 8.4 9.4 9.2 6.8 5.9 4.4 4.5 5.4
Silviculture 0.4 0.3 0.2 0.2 0.1 0.1 0.1 0.0 0.0 0.0
Extractive Fishery 0.2 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
1. Mining 429 45.7 43.1 415 42.4 53.5 56.7 64.9 64.0 59.8
Copper 36.4 39.8 375 355 36.2 45.7 44.9 57.0 56.0 52.3
Other 6.5 5.9 5.6 6.0 6.1 7.8 11.8 7.9 8.0 7.5
11I. Industry 45.6 44.9 47.4 47.6 47.2 38.8 36.6 29.9 30.5 33.4
Foodstuff and beverages 20.1 17.4 18.9 19.7 195 155 145 11.4 11.1 121
Textiles and apparel 1.0 1.0 1.0 0.8 0.7 0.6 0.5 0.3 0.4 0.3
Forestry and Furniture 5.8 5.1 5.7 6.6 6.2 5.5 4.6 3.5 3.0 3.1
Cellulose, paper and by-products 6.6 7.8 6.7 6.3 6.0 5.2 4.2 3.3 4.4 4.7
Proccessed and unproccessed chemicals6.1 8.1 9.5 8.9 10.2 8.0 8.6 7.2 5.8 7.3
Glass, clay and porcelain products 0.3 0.3 0.3 0.3 0.3 0.2 0.2 0.2 0.2 0.2
Basic steel and iron industry 15 15 15 15 1.6 1.6 1.6 2.2 3.7 35
Metal products, machinery and equipment4.2 3.6 3.7 3.4 2.6 2.1 2.2 1.9 2.0 2.2
Non specified manufactures 0.1 0.1 0.1 0.1 0.1 0.1 0.0 0.0 0.0 0.0
IV. Others 0.6 0.6 0.8 12 1.0 0.7 0.7 0.6 0.8 1.3
V. Total Exports 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Studies and Informations Department, DIRECQ (june 2009), based on data from Central Bank of Rile

Agriculture, Forestry and Extractive Fishery

In 2008, 5.5% of Chilean exports came from thig@escoring a currency inflow of
3,830 million dollars. Although this sector may eppto be relatively small compared
to the industrial and mining sectors, it is of ®sder importance to Chile’s economic
activity. The average annual rate of growth overltst 9 years has been 9.3%, and has
accelerated in the last years stimulated by areass of Asian and European markets.

TABLE 2.5

AGRICULTURE, FRUIT AND LIVESTOCK EXPORTS, 1999 - P8
(million of dollars FOB and %)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2004
Agriculture, Fruft, Livestock Silviculture a 1,721.4 1,619.8 15514 1,707.7 19552 2,2233 23785 26228 3,075.8 3,830.2
Extractive Fishery
Agriculture, Fruit and Livestock 16335 1,541.6 11,4852 16559 19012 21534 23115 25669 3,014.8 3,746.9
Silviculture 57.7 51.7 39.9 28.0 26.8 39.0 30.5 21.9 19.0 28.3
Extractive Fishery 30.2 26.4 26.3 23.8 27.2 31.0 36.4 34.0 42.0 55.1
Structure
Agriculture, Fruft, Livestock Silviculture and 1000 1000 1000 1000 1000  100.0  100.0  100.0  100.0 100.0)
Extractive Fishery
Agriculture, Fruit and Livestock 94.9 95.2 95.7 97.0 97.2 96.9 97.2 97.9 98.0 97.8
Silviculture 3.4 3.2 2.6 1.6 1.4 1.8 1.3 0.8 0.6 0.7
Extractive Fishery 18 1.6 1.7 1.4 14 1.4 15 13 14 14
Growth
Agrlcultvure, vFrmt, Livestock Silviculture ai 23 5. 42 10.1 145 13.7 70 10.3 17.3 245
Extractive Fishery
Agriculture, Fruit and Livestock 0.8 -5.€ -3.7 11.5 14.8 13.3 7.3 11.0 17.4 24.3
Silviculture 82.3 -10.4 -22.¢ -29.7 -4.2 45.2 -21.7 -28.1 -13.2 48.8
Extractive Fishery -0.E -12.€ -0.€ -9.4 14.1 14.0 17.7 -6.€ 235 31.1]

Source: Studies and Informations Department, DIRECQ (june 2009), based on data from Central Bank of kile

Exports show a very high concentration in agriqaltigoods and it has grown in the
last three years, representing 98% of all expgitgen the reduction in exports in the
other sub-sectors. This is not surprising, specietinsidering that around 88% of this
sub sector is fruit exports.

Mining
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In 2008, mining exports amounted to 41,776 millawllars representing 59.8% of all
exports. It was a sector that experienced a negatite of growth in 2008 of -2.2%,
because of the change of copper prices since tttegharter of 2008, in the context of
lower international demand for these products &adiced copper prices.

TABLE 2.6

MINING EXPORTS, 1999 - 2008
(million of dollars FOB and %)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2004
Mining 6,831.5 8,4129 7,610.8 7,342.4 8,742.2 16,819.1 22,243.4 37,479.2 42,729.7 41,775.9
Copper 5,793.0 7,332.2 6,621.4 6,281.7 7,474.7 14,374.6 17,621.2 32,903.9 37,377.3 36,540.7
Other. 1,038.5 1,080.6 989.4 1,060.8 1,267.5 2444.6 4,622.1 45753 5,352.3 5,235.]
Structure
Mining 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0]
Copper 84.8 87.2 87.0 85.6 85.5 85.5 79.2 87.8 87.5 87.5
Other. 15.2 12.8 13.0 14.4 14.5 14.5 20.8 12.2 12.5 12.5
Growth
Mining 12.1 23.1 -9. -3.t 19.1 92.4 32.3 68.5 14.0 -2.2%
Copper 16.7 26.6 -9.7 -5.1 19.0 92.3 22.6 86.7 13.6 -2.2¢
Other -8.1 4.1 -84 7.2 19.5 92.9 89.1 -1.C 17.0 -2.1¢

Source: Studies and Informations Department, DIRECO (june 2009), based on data from Central Bank of kile

This sector had been one of the most dynamic Ghiéegoort sectors, as well as the
most volatile. This volatility is explained by tle®mposition of this sector, which is
made mostly of commodities, and thus very senstbviaternational price fluctuations.

Copper based exports account for 88% of all miremgorts - although 5.3 billion
dollars worth of exports coming from the rest o gector is all but minor. Although
Chile has been a traditional copper exporter, gitren abundant endowment of this
mineral and its relatively low extraction costs, itnportance had grown smaller with
time, especially considering that in 1960 copp@resented almost 70% of all exports
and in 2008 it represented 52.3% of total exp@tspper exports had grown by 530%
in the last nine years, much higher than industsglorts (+221% in the same period).

Industry

In 2008 industrial exports reached 23,333 milliatiats accounting for 33% of Chilean
exports, as well as showing a third year of rolgmetith in sales (14.7%), figure that is
above the average growth rate for the 1999 — 2@0i8¢h (13.8%).

The industrial sector has not only been a sectar s shown a rapid growth in the
past 9 years (+221%), but has experienced morditstabeing the only one that has

exports growing constantly for the past nine ye@iés can be explained partly because
of the diversity that exists within the sector, whenot one single sub-sector
concentrates more than 40% of all exports, conti@amhat happens in the agricultural
and mining sector.
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TABLE 2.7
INDUSTRIAL EXPORTS, 1999 - 2008

(million of dollars FOB and %)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2009

Industry 7,264.6 8,273.1 8,372.7 8,418.4 9,731.9 12,1929 14,366.6 17,279.9 20,348.9 23,3329
Foodstuff and beverages 3,197.9 3,2148 3,340.5 3,477.0 4,020.8 4,888.1 5,701.3 6,568.6 7,378.6 8,463.4
Textiles and apparel 163.6 180.7 1755 1425 149.9 186.4 192.7 200.6 266.6 225.8
Forestry and Furniture 917.8 935.0 1,013.0 1,164.6 12727 17345 1811.0 2,0054 2,034.1 2,147.0
Cellulose, paper and by-products 10446 14410 11,1831 1,116.1 11,2347 16289 16583 18982 2927.1 3,292.9
Proccessed and unproccessed chemica®#5.1  1,494.7 11,6725 15753 2,1086 2,507.3 3,387.2 4,1553 3,857.7 5,085.7]
Glass, clay and porcelain products 54.5 49.4 52.4 50.7 63.6 68.1 77.6 89.3 108.9 120.5]
Basic steel and iron industry 235.0 282.0 258.0 271.9 329.2 512.3 642.9 1,262.8 2,439.0 2,446.2
Metal products, machinery and equipmes2.9 660.1 653.0 593.9 535.4 650.4 8775 11,0784 13129 1,533.9
Non specified manufactures 23.1 155 24.7 26.3 16.9 17.0 18.1 21.3 24.0 18.2

Structure
Industry 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0)
Foodstuff and beverages 44.0 38.9 39.9 41.3 41.3 40.1 39.7 38.0 36.3 36.3
Textiles and apparel 23 2.2 2.1 1.7 15 15 1.3 1.2 13 1.0
Forestry and Furniture 12.6 11.3 12.1 13.8 13.1 14.2 12.6 11.6 10.0 9.2
Cellulose, paper and by-products 14.4 17.4 14.1 13.3 12.7 13.4 11.5 11.0 14.4 14.1
Proccessed and unproccessed chemicald 3.3 18.1 20.0 18.7 21.7 20.6 23.6 24.0 19.0 21.8
Glass, clay and porcelain products 0.8 0.6 0.6 0.6 0.7 0.6 0.5 0.5 0.5 0.5
Basic steel and iron industry 3.2 3.4 3.1 3.2 3.4 4.2 4.5 7.3 12.0 105
Metal products, machinery and equipmen®9.1 8.0 7.8 7.1 55 53 6.1 6.2 6.5 6.6
Non specified manufactures 0.3 0.2 0.3 0.3 0.2 0.1 0.1 0.1 0.1 0.1
Growth

Industry 5.3 13.9 1.2 0.5 15.6 25.3 17.8 20.3 17.8 14.7
Foodstuff and beverages 2.8 0.5 3.9 4.1 15.6 21.6 16.6 15.2 12.3 14.7,
Textiles and apparel -11.¢ 10.5 -2.¢ -18.¢ 5.2 24.3 3.4 4.1 329 -15.2
Forestry and Furniture 25.5 1.9 8.3 15.0 9.3 36.3 4.4 10.7 14 5.4
Cellulose, paper and by-products 8.6 37.9 -17.¢ -5.7 10.6 31.9 18 14.5 54.2 12.5]
Proccessed and unproccessed chemicals 1.7 54.9 11.9 -5.€ 33.9 18.9 35.1 22.7 -7.2 31.8
Glass, clay and porcelain products 11.1 -9.4 6.0 -3.2 255 7.0 14.0 15.0 22.0 10.6
Basic steel and iron industry 4.5 20.0 -8.E 5.4 211 55.6 255 96.4 93.1 0.3
Metal products, machinery and equipment0.7 -0.4 -1.1 -9.1 -9.8 215 34.9 22.9 21.7 16.8
Non specified manufactures -15.¢ -32.¢ 59.2 6.4 -35.¢ 0.5 6.6 17.6 13.0 -24.4

Source: Studies and Informations Department, DIRECQ (june 2009), based on data from Central Bank of Rile

In terms of sub-sectors, foodstuffs represent 36G8%I industrial exports, followed by
processed chemicals (21.8%), cellulose and paped¥d) and basic steel and iron
industry (10.5%). This structure differs to the @%ructure where cellulose and paper
came in second place, processed chemicals in plaick and forestry in fourth place.
The change in order is due to differences in eabhsgctors growth rate, although none
have diminished their exports some have grown ifakten others, as is the case of the
basic steel and iron industry sub-sector that gmev®41% compared to the 215%
growth rate shown by the cellulose sub-sector énsiiime period.

Although all of the industrial export sub-sectoes/é expanded their sales, some sub-
sectors have seen their exports reduced for som@dpeThe textile industry has been
identified as one of the sectors that have weakésddreign sales (growth of 38% in
the last nine years). The main reason for the teslua the growth of sales is the loss
of foreign market share due to a greater compatitizainly from China and India.

Products

In 2007 Chile exported 5,258 different types of d@®érom 7,915 different companies.
This contrasts favorably with the 2000 scenario net®749 products where exported
through 5,666 companies.

Table 2.8 shows the top twenty five products thiaileCexported to the world in 2007.

These twenty five products, which represent onB?®of the total number of products
that are actually exported, account for 75.2% efttital value of exports. This reveals
that although exports are very diverse in numlbene is still a high concentration in a
small number of products. Thus, the Chilean expexttor is still very vulnerable

towards external shocks such as sharp changetemational commaodity prices.
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TABLE 2.8

CHILE'S PRINCIPAL EXPORTS PRODUCTS, 2008

(millions of dollars FOB and %)

HS Description
FOB %

74031100 Refined copper cathodes and sections 20,243.2 28.99
2603000@Copper ores and concentrates 13,005.4 18.63
7402001QUnrefined copper blister 2,477.0 3.55
2613101¢Molybdenite concentrates roasted. 2,026.6 2.90
16000(Vessels airships international transportation vekipaseng 1,329.3 1.90
4703210¢Chemical woodpulp, soda or sulfate, other thanotligsg grades (coniferogs) 1,248.5 1.79
4703291(¢Chemical woodpulp, soda or sulfate, other thanotligsg grades (eucalyptps) 1,208.3 1.73
25000QServices considered as export 880.6 1.26
7202700QFerro-molybdenum 839.4 1.20
71081200Gold non-monetary other than powder 732.3 1.05
7403190(¢0ther refined copper unwrought 653.0 0.94
44071012Coniferous wood sawn or chipped lengthwise 510.4 0.73
2613901(¢Molybdenum concentrates not roasted 490.7 0.70
3041943Fillets and other meat portions of salmon, freshtdited 488.9 0.70
7408111Q Wire or refined copper, with a maximum sfesctional dimension of <=9|5 485.6 0.70
740400190ther Worn out anodes; copper waste and scrapanitipper content 442.2 0.63
29051100 Methanol (methyl alcohol) 407.1 0.58
2801200QIo0dine 371.2 0.53
44123910Plywood, veneered panels and similar laminated wsmodferous 343.4 0.49
2601121Q Iron pellets 331.3 0.47
3042942Atlantic and Danube salmon, frozen 326.7 0.47
22042121Cabernet Sauvignon wine, origin, in less thanezdicans 318.3 0.46
806101QTable grapes, thompson seedless, fresh 316.0 0.45
2710194(Destilate fuel oils (gasoil, diesel oil) 312.2 0.45
2834211(Nitrates, containing more than 98 percent by wedjhgotassium nitra 305.7 0.44
Total Main Products 50,093.2 71.7
Other Products 19,727.4 28.3
Total Exports 69,820.6 100.0

(*): Correspond to the 25 top exported products.
Source: Studies and Informations Department, DIREC@une 2009), based on data from Central BanRtuofe.

Imports

Imports, according to types of goods, are basiaadlycentrated in intermediate goods,
in other words goods that serve as inputs in tleymstion of final goods, be it for
internal consumption or export markets. Althougtditionally intermediate goods have
accounted for more than half of all imports, in 2a8ese types of imports reached a
record high in value, and also in their concentratiThis is not surprising if we
consider that 40% of all intermediate imports amssil fuels or fossil fuel based
products, which in the past five years had expegdninternational prices above

average.
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TABLE 2.9
CHILE'S IMPORTS ACCORDING TO TYPE OF GOOD, 1999 - 2008

(millions of dollars CIF)
1999 2000 2001 2002 2003 2004

2005 2006 2007 2008

3,118.0 3,016.8 2,946.8 3,230.7 3,956.4 4,8100 5,861.2 9,301.3 11,253.8

I. Consumer Goods 2,630.8

1. Intermdiate Goods 8,254.9 10,186.1 9,732.1 9,421.0 10,849.1 14,048.1 18,158.3 21,776.0 26,456.0 36,127.5
Petroleum 1,099.9 1,993.7 1,726.8 1,615.1 2,130.5 2,874.6 3,779.1  4,873.2 5,018.3 7,175.2
Other fuels and Lubricants 793.9 1,045.1 993.9 11,0039 1,1919 11,7848 27535 3568.1 5,673.8 8,129.9

1l. Capital Goods 3,136.4  3,538.5 3,484.9 3,385.4 3,583.8 4,449.7 6,971.9 7,274.9 7,191.8 9,344.3

IV. Total Imports 14,022.0 16,8425 16,233.9 15,753.2 17,663.6 22,454.2 29,940.1 34,912.0 42,949.0 56,725.6

Source: Studies and Informations Department, DIRECQ (june 2009), based on data from Central Bank of Rile

Consumer goods imports come in at a far secondesepting a fifth of all imports
(19.8%) in 2008, higher than the 16.8% it represgnb 2006. In 2007 there was an
increase of 59% in consumer goods imports, highean the average increase in imports
of 23%. Regarding capital goods purchases, thegoay was also impacted by the drop
in internal demand in 1999 but has recovered satsfily, reaching in 2008 imports
levels a record 9.3 billion dollars, higher thae #arlier peaks of 7.3 billion dollars in

2006.
TABLE 2.10

CHILE'S IMPORT STRUCTURE ACCORDING TO TYPE OF GOOD, 1992008
(%)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2009

I. Consumer Goods 18.8 18.5 18.6 18.7 18.3 17.6 16.1 16.8 21.7 19.8
1. Intermdiate Goods 58.9 60.5 59.9 59.8 61.4 62.6 60.6 62.4 61.6 63.7
Petroleum 7.8 11.8 10.6 10.3 12.1 12.8 12.6 14.0 11.7 12.6

Other fuels and Lubricants 5.7 6.2 6.1 6.4 6.7 7.9 9.2 10.2 13.2 143

1I. Capital Goods 22.4 21.0 215 215 20.3 19.8 23.3 20.8 16.7 16.5
IV. Total Imports 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Studies and Informations Department, DIRECO (june 2009), based on data from Central Bank of kile

Contrary to exports, imports show a lesser degfeemcentration in terms of products.
Table 2.11 shows the top 25 products imported byeGh 2008. These 25 products,
which represent 0.2% of the total number of impbgpeoducts, account for 39.7% of

total import value.
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TABLE 2.11
CHILE'S PRINCIPAL IMPORT PRODUCTS, 2008

(millions of dollars CIF and %)

HS Description
FOB %

2710194(Destilate fuel oils (gasoil, diesel ail) 5,092.0 8.98
2709002(¢Petroleum oils and oils from bituminous minerals, oude, testing 25 4,654.6 8.2]]
2709001 ¢Petroleum oils and oils from bituminous minerals, oude, testing under 26 2,520.7 4.44
8703239]Automobiles for tourism with cylinder >1500 cc =< 800 cc 1,029.4 1.81
2613901¢Molybdenum concentrates not roasted 845.2 1.49
8517120QCellular phones 742.5 1.31
2701122@Bituminous coal "ECSC" for thermal use, whether or not pulverized, nop-aggl 624.9 1.10
8703229]Automobiles for tourism with cylinder >1000 cc =< 500 cc 512.9 0.90
27111204 Liquefied propane 486.4 0.86
8704212]Ligth trucks 469.0 0.83
2711210Q Natural gas in gaseous state 451.8 0.80
2807000$Su|phuric acid; oleum 447.0 0.79
8471300(Digital autiomatic data processing machines not wghing more 442.9 0.78
27101123 Gasoline for terrestrial vehicles, withou®b, of 97 octanes 434.4 0.77
201300(QMeat of boneless bovine fresh or chilled. 418.4 0.74
2710193(¢Jet Fuel 401.4 0.71
1005900@0ther maize 399.0 0.70
8704109¢0ther motor vehicles for the transport of goods 384.8 0.68
30049010¢0ther therapeutic or prophylactic medications for use in huma 364.3 0.64
27101951Fuel oil 6 355.7 0.63
3102100QUrea whether or not in aqueous solution. 3241 0.57
1001900@0ther wheatand meslin 301.5 0.53
8702109)Motor vehicles for the transport of 10 or more persns but not exceedinfy 15 se294.8 0.52
3901200@Polyethylene having a specific gravity of 0.94 or ore. 268.8 0.47
8701202QRoad tractors for semi-trailers, with diesel engingpower >200 HP 246.6 0.43
Total Main Products 22,513.0 39.7

Other Products 34,212.5 60.3

Total Imports 56,725.6 100.0

(*): Correspond to the 25 top imported products.
Source: Studies and Informations Department, DIRECQ, (june 2009), based on data from Central Bank dChile.

[1.2.A.2 Indonesia

Trade has played an important role in supportirgdpiresia’s economic recovery post
Asia crisis. Indonesia total trade, total expord @amport, reached to US$ 266.2 billion
in 2008. This big amount not only showed by how am@nt external trade is in

Indonesia economy, but also the success of Indatesise from the crisis. Indonesia’s
total trade has risen for more than double afteregbonomic crisis. In latest five year,
the total trade has grown at annual average grappinoximately 20.9% per year.

During the past five years, Indonesia’s has alsoegsed sharply, except for 2001 but
than increased slowly in 2002 and risen sharplratird. Strong growth of export was
stimulated by strong demand from new emerging Asiantries such as China and
India, as well as substantial demand from Japan @nided States and ASEAN
countries.

Import in the past five years has also increasepbh after the decrease in 2001,
especially in the latest five years. In 2008, imdoas increased dramatically, making
the highest growth in the latest ten years witwghoreaching to 73.5%.
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Hence, Indonesia’s total trade, as it can be seeth® picture, has grown very sharp
especially after 2003. The trade balance has isetealowly until 2007 and in 2008
this trade balance dropped especially during teedaarter to almost fair line due to the
incredible increase of import.

Chart 2.9. Indonesia Trade Balance (US$ Million)
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Source: Statistics Indonesia of the Republic obhesia

11.2.A.2.1 Exports
Indonesia’s export has been dominated by non ailgas commodity, even though oll
and gas products still has its own position in etpuwith its share roughly at 19% in
2007. The importance between oil and gas produuisnan oil and gas products has
fluctuated over time. Figure 2.10 showed the parbetween oil and gas products and
non oil and gas products in Indonesia’s export.

Chart 2.10. Indonesia’s Export Structure (US$ Million)
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Indonesia’s non oil and gas export has accelenseg fast in the last ten years, rising
from US$ 38.8 billion in 1999 to US$ 107.9 billiam 2008. However, the total export
movement is constructed by the movement of noaradl gas. In 1999 the share of non
oil and gas exports to total exports was 79.9%ovedld by a slightly lower in 2008
(78.7%). Industrial products contribute a largetpar Indonesia’s non oil and gas
exports with its share up to 81.9% (Table 2.12).
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Table. 2.12. Structure of Non Oil and Gas Export bySIC (US$ Million)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Total Non Oil and Gas Export | 38,873.2 47,7574 43,6846 45046.1 474068 559393 664284 79589.1 92,0123 107,894.2
Agricutture, fishery, forestry 20015 27091 24385 25683 25261 24962 2880 33649 36578 45845
Mining 20345 30408 35696 37437 39956 47614 79468 11,1915 118849 149062
Industry 33,3303 42,0009 376711 38,7296 408799 48,6773 555936 650239 764608 883935
Others 49 45 54 45 5) 44 78 89 88 99

Stucture (%)

Total Non Oil and Gas Export | 1000 1000 1000 1000 12000 1000 12000 12000 12000 1000
Agricuture, fishery, forestry 15 57 56 57 53 45 43 4 40 4
Mining 68 64 82 83 84 85 10wl 19 138
Industry 87 80 862 80 82 80 BT 8T 8l 819
Others 00 00 00 00 00 00 00 00 00 0.

Source: Statistics Indonesia of the Republic obhwekia.

Agricultural Sector

Indonesia’s export in 2008 was accounted at 4.28adpiculture, fishery and forestry
sector. The share of this sector decreased alnatfstdmpared to that of ten years ago
(7.5% in 1999 to 4.2% in 2008). Agricultural protiwas the main leading in the
agricultural, fisheries, and forestry sector wits share to about 63.2% in 2008,
followed by fishery product (36.8%). The forestmpguct including in the agricultural
sector is only unprocessed wood that has alreaely tghtly restricted to export. Other
derived products of unprocessed wood are includehdustrial sector. The share of
agricultural product is higher than fishery andekiry sector in last ten years. Coffee,
cacao, fruits, and tea are Indonesia’s main agurall export products, whereas the
main products for fisheries are shrimp, frozen sraid tuna.
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Table. 2.13. Structure of Agriculture, Fishery andForestry Sector
(US$ Million)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Agriculture, fishery, forestry| 2,901.5| 2,709.1| 2,4385| 25683| 25261 24962| 2:8802| 33649 | 3,657.8| 45846

Agriculture 152441 127541 10520 13331} 1236.1] 11977| 15456| 18957 21519 28964

fishery 13458 13834 13187 12251 ) 1289.1] 12978| 13343| 1469.2| 15058 1,688.1

forestry 31.2 45.3 67.8 10.1 0.9 0.7 0.3 0.0 0.0 0.0
Stuctrure (%)

Agriculture, fishery, forestry 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Agriculture 525 471 431 519 489 48.0 537 56.3 58.8 63.2

fishery 464 512 54.1 477 51.0 52.0 463 437 412 36.8

forestry 1.1 17 2.8 0.4 0.0 0.0 0.0 0.0 0.0 0.0
Growth (%)

Agriculture, fishery, forestry -6.6 -10.0 53 -1.6 -1.2 154 16.8 8.7 253
Agriculture -16.3 -17.5 26.7 -73 3.1 29.0 22.7 135 346
fishery 3.2 -5.0 -7.1 5.2 0.7 2.8 10.1 2.5 121
forestry 45.2 49.5 -85.1 -91.3 -16.7 -57.6 -84.7 -10.6 -14.2

Source: Statistics Indonesia of the Republic obhekia.

Industrial Sector

The industrial products export has grown rapidlyhwis value increased for more than
double over the last ten years (from US$ 33.3duillin 1999 to US$ 88.4 billion in
2008). During the period of 2004-2008, the indastsector export has grown at 16.3%
annually. Even though the value has remarkablyessx®d, its share to the total export
has decreased from 85.7% in 1999 to 81.9% in 20@8de palm oil contributes the
biggest share in Indonesia’s industrial productogpncreasing from 3.3% in 1999 to
14% in 2008. Other main products that have in@edts share are crumb rubber,
electrical equipment, iron or steel, copper aricknd tin articles. Other main industrial
products are shown in Table 2.14.
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Table 2.14. Structure of Industrial Sector (US$ Milion )

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Industry 33,332.3 42,002.9 37,671.1 38,729.6 40,879.9 48,677.3 55,593.6 65,023.9 76,460.8 88,393.5
Palm Oil 1,114.2 1,087.3 1,080.9 2,092.4 2,454.6 3,441.8 3,756.3 4,817.6 7,868.6 12,375.6
Garments 3,818.5 4,702.6 4,476.5 3,887.2 4,037.8 4,352.0 4,966.9 5,608.2 5,712.9 6,092.1
Crumb Rubber 799.4 848.4 748.2 967.5 1,402.4 1,946.1 2,133.4 3,690.8 4,243.3 5,595.2
Electrical E quipment 1,692.4 3,161.9 2,605.1 2,700.0 3,120.6 3,486.1 4,364.1 4,448.7 4,835.9 5,253.7
Paper And Paper Products 1,965.6 2,291.3  2,034.3 2,097.5 2,007.3 2,228.9 2,324.8 2,859.2 3,374.8 3,796.9
Iron Or Steel 756.6 834.0 733.2 713.1 820.0 1,129.1 1,309.3 2,123.3 2,266.6 3,088.6
Audio Visual 1,458.0 3,258.0 3,259.2 3,291.3 2,898.8 2,962.8 2,842.2 2,722.1 2,620.6 2,867.2
Other Textile 1,940.1 1,913.8 1,795.0 1,790.5 1,753.8 2,080.5 2,338.0 2,561.9 2,753.2 2,680.0
Copper Articles 307.5 408.1 420.1 478.9 672.1 798.2 1,257.5 1,904.4 2,731.7 2,202.5
Imitation Of Resin And Prepara 857.0 1,202.1 1,035.3 1,015.2 1,139.0 1,326.6 1,562.1 1,738.2 1,906.7 2,132.5
Tin Articles 250.3 233.3 192.7 224.4 295.7 617.9 920.8 926.8 1,034.2 1,993.5
Footwear Of Leather, Rubber A  1,601.8 1,672.1 1,505.6 1,148.1 1,182.2 1,320.5 1,428.5 1,599.8 1,638.0 1,885.5
Organic Chemical 804.8 1,078.6 1,026.4 1,077.7 1,225.9 1,535.4 1,530.6 1,883.7 2,564.8 1,847.0
Plaited Ware Of Others Materig 993.2 1,262.5 1,198.5 11,2749 1,312.4 1,377.1 1,543.1 1,571.8 1,631.9 1,629.4
Other Industrial Products 14,972.7 18,049.0 15,560.0 15,970.8 16,557.2 20,074.5 23,316.0 26,567.5 31,277.6 34,953.8
Structure (%)
Industry 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Palm Oil 3.3 2.6 2.9 5.4 6.0 7.1 6.8 7.4 10.3 14.0
Garments 11.5 11.2 11.9 10.0 9.9 8.9 8.9 8.6 7.5 6.9
Crumb Rubber 2.4 2.0 2.0 2.5 3.4 4.0 3.8 5.7 5.5 6.3
Electrical E quipment 5.1 7.5 6.9 7.0 7.6 7.2 7.9 6.8 6.3 5.9
Paper And Paper Products 5.9 5.5 5.4 5.4 4.9 4.6 4.2 4.4 4.4 4.3
Iron Or Steel 2.3 2.0 1.9 1.8 2.0 2.3 2.4 3.3 3.0 3.5
Audio Visual 4.4 7.8 8.7 8.5 7.1 6.1 5.1 4.2 3.4 3.2
Other Textile 5.8 4.6 4.8 4.6 4.3 4.3 4.2 3.9 3.6 3.0
Copper Articles 0.9 1.0 1.1 1.2 1.6 1.6 2.3 2.9 3.6 2.5
Imitation Of Resin And Prepara 2.6 2.9 2.7 2.6 2.8 2.7 2.8 2.7 2.5 2.4
Tin Articles 0.8 0.6 0.5 0.6 0.7 1.3 1.7 1.4 1.4 2.3
Footwear Of Leather, Rubber A 4.8 4.0 4.0 3.0 2.9 2.7 2.6 2.5 2.1 2.1
Organic Chemical 2.4 2.6 2.7 2.8 3.0 3.2 2.8 2.9 3.4 2.1
Plaited Ware Of Others Materig 3.0 3.0 3.2 33 3.2 2.8 2.8 2.4 2.1 1.8
Other Industrial Products 44.9 43.0 41.3 41.2 40.5 41.2 41.9 40.9 40.9 39.5
Growth (%)
Industry - 26.0 -10.3 2.8 5.6 19.1 14.2 17.0 17.6 15.6
Palm Oil - -2.4 -0.6 93.6 17.3 40.2 9.1 28.3 63.3 57.3
Garments - 23.2 -4.8 -13.2 3.9 7.8 14.1 12.9 1.9 6.6
Crumb Rubber - 6.1 -11.8 29.3 45.0 38.8 9.6 73.0 15.0 31.9
Electrical Equipment - 86.8 -17.6 3.6 15.6 11.7 25.2 1.9 8.7 8.6
Paper And Paper Products - 16.6 -11.2 3.1 -4.3 11.0 4.3 23.0 18.0 12.5
Iron Or Steel - 10.2 -12.1 -2.7 15.0 37.7 16.0 62.2 6.7 36.3
Audio Visual - 1235 0.0 1.0 -11.9 2.2 -4.1 -4.2 -3.7 9.4
Other Textile - -1.4 -6.2 -0.2 21 18.6 12.4 9.6 7.5 -2.7
Copper Articles - 32.7 2.9 14.0 40.4 18.8 57.6 51.4 43.4 -19.4
Imitation Of Resin And Prepara - 40.3 -13.9 -1.9 12.2 16.5 17.8 11.3 9.7 11.8
Tin Articles - -6.8 -17.4 16.4 31.8 108.9 49.0 0.7 11.6 92.7
Footwear Of Leather, Rubber A - 4.4 -10.0 -23.7 3.0 11.7 8.2 12.0 2.4 15.1
Organic Chemical - 34.0 -4.8 5.0 13.8 25.2 -0.3 231 36.2 -28.0
Plaited Ware Of Others Materig - 27.1 -5.1 6.4 2.9 4.9 12.1 1.9 3.8 -0.2
Other Industrial Products - 20.5 -13.8 2.6 3.7 21.2 16.1 13.9 17.7 11.8

Source: Statistics Indonesia of the Republic obiresbia.

Mining Sector

By and large, the mining sector has shown an isangdevel of export during the last
five years. Its importance in non oil and gas ekp@s increased by 6.8% in 1999
which two times increased in 2008. As shown by figares, only coal and copper
included in the mining sector share more than 9B&wever, the two products have
grown in different direction. Coal in one way, hgseeded its export in the last five
years and copper in contrary has negative trenekpbrt. The other mining products

are nickel ores and other mining products.
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Table 2.15. Structure of Industrial Sector (US$ Milion)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Mining 263451 3,040.8| 3,569.6| 3,743.7| 39956 | 4,761.4 | 7,946.8 | 11,1915 | 11,884.9 | 14,906.2
Coal 1303.7] 12765| 16176] 1,7624] 1980.1| 2,7488 | 4354.1| 6,0857| 6,681.4 | 10,4852
Copper Ores And
Concentrates 1,2306| 1,621.0| 1,7043| 1,7555] 1,854.7| 158024 3,311.0| 4,646.1| 42127 33446
Nickel Ores And
Concentrates 189 42.2 55.5 50.8 59.5 108.4 140.0 2174 608.4 5243
Other Mining Product 814 101.1 192.2 175.1 101.3 101.7 1417 242.2 3824 552.1

Stuctrure (%)

Mining 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Coal 49,5 42.0 453 47.1 49,6 57.7 54.8 54.4 56.2 70.3
Copper Ores And
Concentrates 46.7 53.3 47.7 46.9 46.4 37.9 417 415 354 224
Nickel Ores And
Concentrates 0.7 14 1.6 14 1.5 2.3 1.8 1.9 5.1 35
Other Mining Product 31 33 5.4 47 2.5 2.1 1.8 2.2 3.2 3.7

Growth (%)

Mining 15.4 174 4.9 6.7 19.2 66.9 40.8 6.2 254
Coal 2.1 26.7 8.9 124 38.8 58.4 39.8 9.8 56.9
Copper Ores And
Concentrates 31.7 5.1 3.0 5.7 -2.8 83.7 40.3 9.3 -20.6
Nickel Ores And
Concentrates 123.7 31.5 -8.5 17.2 82.2 29.1 55.3 179.8 -13.8
Other Mining Product 243 90.1 -8.9 -42.2 05 393 70.9 57.9 444

Source: Statistics Indonesia of the Republic obhrekia

Products

Indonesia exports 4,676 different types of goods2008,

a decreased number
compared to 1999 condition (6,058 products). Tablss shows the top twenty five
products of Indonesia exported to the world in 200&se products represent only 0.5
% of the total number actually exported, accounite82.1% of the total export value.
Although exports are very diverse in number, thisrédnigh concentration of small
number of products. Thus, the Indonesian expotbsés still very vulnerable towards
external shocks, such as sharp changes in intenahttommodity prices.
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Table 2.16. Products of Export (US$ Million)

HS Products Description Value: US$ Million Structure (%) | Growth (%)
2007 2008 2007 2008 | 2007/2008

2711110000 [Liquid natural gas 9,773.1 12,993.5 8.6 9.5 33.0
2709001000 |Crude petroleum oil 9,123.6 [ 11,1636 8.0 8.1 224
1511100000 |Crude palm oil 3,738.7 6,561.3 33 4.8 75.5
4001222000 |Tsnr, oth standard indonesian rubber 4,173.1 5,484.7 3.7 4.0 314
2701121000 [Bituminous coal: coking coal 3,178.0 4,877.9 2.8 3.6 53.5
1511909020 |Olein, refined, bleached & deodor ised (rbd) 2,525.9 3,600.7 2.2 2.6 425
2603000000 [Copper ores and concentrates 4,212.7 3,344.6 3.7 2.4 (20.6)
2701190000 |Other coal 1,497.2 2,873.0 13 2.1 919
2701129000 [Bituminous coal: other than coking coal 1,973.3 2,686.4 1.7 2.0 36.1
2713900000 [Other residues of petroleum oils or of oils obtained f 968.4 2,319.5 0.8 1.7 139.5
8001100000 [Tin, not alloyed 1,011.2 1,957.5 0.9 1.4 93.6
4703290000 |Chemical wood pulp, soda, oth than dis solving grad 973.0 1,421.9 0.9 1.0 46.1
7501100000 |Nickel mattes 2,346.9 1,380.1 2.1 1.0 (41.2)
1513210000 |Crude oil of palm kernel or babassu 807.9 1,172.2 0.7 0.9 45.1
0901111000 |Arabica wib or robusta oib, not roasted not decaffeir] 622.6 965.4 0.5 0.7 55.1
7403110000 [Refined copper for cathodes and sections of cathodqd ~ 1,153.4 913.2 1.0 0.7 (20.8)
4011100000 |New pneumatic tyres,of rubber of a kind used on mot] 750.9 888.1 0.7 0.6 18.3
1511909030 |Stearin, refined, bleached & deodor ised (rbd) 592.4 882.5 0.5 0.6 49.0
9403600000 [Other wooden furniture 865.6 869.9 0.8 0.6 0.5
4802570000 [Other paper & paperboard, weight>40g/m2 and =< 11 681.9 859.8 0.6 0.6 26.1
1801000000 |Cocoa beans, whole or broken,raw/roasted 622.6 854.6 0.5 0.6 373
7108121000 [Gold in lumps, ingots or cast bars 687.0 826.1 0.6 0.6 20.3
0306130000 [Shrimps and prawns, frozen 792.4 822.9 0.7 0.6 3.9
8443311010 [Printer-copier,ink-jet,color,capable of connecting to 555.5 822.7 0.5 0.6 48.1
4412310000 |Oth plywood,each thick.<6mm with at least one outer 849.3 787.3 0.7 0.6 (7.3)
Total Main Products Export 54,476.4 | 713293 47.7 52.1 30.9
Others 59,6245 | 65,691.2 523 47.9 10.2
Total Export 114,100.9 | 137,020.4 100.0{ 100.0 20.1

Source: Statistics Indonesia of the Republic obhesia

11.2.A.2.2 Imports

Indonesia’s oil and gas import steadily increasedng the last ten years, from 15.3%
in 1999 to 23.6% in 2008 of the total imports.
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Chart 2.11. Indonesia Import Structure

140.00 [

12000 4 Oiland Gas —@—NonOiland Gas  /

100.00
80.00

uss Million

60.00
40.00
20.00

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Source: Statistics Indonesia of the Republic obhekia

Indonesia import majority concentrated in internag¢eligoods which represent 77% of
the total import. The share of capital goods was%6of total import, followed by
consumption goods (6.4%). The Indonesian impoticsire relatively constant in the
last ten year.

Table 2.17. Structure of Import (US$ Million)

=
o

Description 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 2008
TOTALIMPORT | 30,962.1 | 31,288.9 | 32,550.7 | 46,524.5 | 57,700.9 | 61,065.5 | 74,473.4 | 129,197.3
. {Consumption Good| 2,251.2 | 2,650.5| 2,862.8 | 3,786.5| 4,620.4| 47382 6,7043| 83037
II. {Intermediate Good| 23,879.4 | 24,227.5 | 25,496.3 | 36,204.2 | 44,792.0 | 47,171.4 | 56,302.4 | 99,492.7
IIl. {Capital Goods 48315 44109 41916 6533.8| 828.4| 9,155.8 | 11,466.7 | 21,400.9
Structure (%)
TOTALIMPORT 1000/ 1000| 1000| 1000| 1000| 1000 100.0 100.0
. {Consumption Good 73 8.5 8.8 8.1 8.0 7.8 9.0 6.4
Il. {Intermediate Good| ~ 77.1 714 783 71.8 71.6 71.2 75.6 71.0
IIl. {Capital Goods 15.6 14.1 129 14.0 144 15.0 154 16.6
Source: Statistics Indonesia of The Republic of Indonesia

In 2008, Indonesia imported 5,318 products, deecdom 6,597 in 1999. Table 2.8
shows the top twenty five products that Indonesipdrted from the world in 2008. The
products, which represent only 1% of the total alctonport, accounted to 31.7% from
the total imports value.
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Table 2.18. Products of ImportUS$ Million)

- Import; US$ Million Structure (%) |Growth (%),
HS Products Descripton 2007 | 2008 | 2007 | 2008 |2007/2008
270900100 |CRUDE OIL TO BE REFINED 9,056.9| 10,0615 122 7.8 11
271000600 |DISTILLATE FUEL OILS 600.1| 12169 08 09 1028
271000290 [OTHER MOTOR SPIRIT 3,843.5 6,019.4 5.2 4.7 56.6
870899990 [OTHER PARTS AND ACCESSORIES 304.0 1,564.5 0.4 12 414.6
520100000 [COTTON, NOT CARDED OR COMBED 800.1 1,190.7 11 0.9 488
100190190 |WHEAT OTHER THAN SEEDS 1,160.5 1,975.1 16 15 70.2
271000300  [KEROSENE, OTHER THAN KEROSENE JET FUEL TYPE 546.5 4532 0.7 0.4 (17.1)
230400000 |OIL-CAKE & OTH SOLID RES. RESULTING FROM THE EXTRACT OF SOYA BEAN OIL 7021  1,0407 09 0.8 48.2
290243000 |P-XYLENE 770.6 858.5 1.0 0.7 114
852520900 [OTH.TRANSMISSION APPARATUS INCORP. RECEPTION APPARATUS 936.7 1,588.4 13 12 69.6
120100900 [OTHER SOYA BEANS WHETHER OR NOT BRO KEN 4794 694.7 0.6 0.5 449
271000700  [RESIDUAL FUELQILS - - 0.0 0.0 #DIV/0!
840991900  [SPARK-IGNITION INTERNAL COMBUSTION PISTON OF ENGINES FOR AIRCRAFT 386.3 608.8 0.5 0.5 51.6
871419900 |OTHER PARTS OF MOTORCYCLES 63.1 1299 01 01 1060
290121000 |UNSATURATED ETHYLENE 3146 544.0 04 0.4 729
890520000  [FLOATING OR SUBMERSIBLE DRILLING OR PRODUCTION PLATFORMS 59.8 544.1 0.1 0.4 810.0
290531000 |ETHYLENE GLYCOL (ETHANEDIOL) 255.6 386.2 03 0.3 51.1
100590000  |MAIZE { CORN ) OTHER SEEDS 149.6 84.7 0.2 0.1 (43.4)
470710100 |WASTE OF PAPER/P.BOARD OF UNBLEACH KRAFT PAPER FOR PAPER MAKING PURP. 2224 255.5 03 0.2 149
290220000 |BENZENE 1103 156.0 01 0.1 414
470321000 |CHEMICAL WOOD PULP,SODA OR SULPHATE BLEACHED, OF CONIFEROUS 2183 2574 03 0.2 179
100640000  |BROKEN RICE 1184 29.0 0.2 0.0 (75.5)
100630000 |SEMI-MILLED OR WHOLLY MILLED RICE, WHETHER OR NOT POLISHED OR GLAZED 336.6 86.2 0.5 0.1 (74.4)
271000990 [OTHER PETROLEUM OIL 6,7189| 11,1914 9.0 8.7 66.6
720839000 [OTHER OF FLAT ROLLED PROD. OF IRON IN COILS OF A THICKNESS OF < 3 MM - - 0.0 0.0| #DIV/0!
Total Main Products Import 28,1542 | 40,9369 37.8 317 454
Others 46319.2| 88,2604 62. 68.3 90.5
Totallmport 744734 129,1973 100.0 100.0 735

Source: Statistics Indonesia of The Republic of Indonesia

[1.2.B Origin and Destination of Trade in Goods
11.2.B.1 Chile

[1.2.B.1.1 Exports

In 2007, Chile exported products to 189 differemtrkets. Although this might seem as
very diverse spectrum of export markets, in 200§ @b of these markets concentrate
80.3% of total exports. In the same year, China,Uhited States and Japan were the
main export markets for Chilean goods, accountmm@6% of all exports.

China was during the 90’s, on average, in the bott@alf of the top ten destinations;
furthermore, in 1999 China was the twelfth largasyer of Chilean products, behind
France. The huge expansion of exports to the Chimemket has made China the third
destination market of Chilean exports since 2004d,thae first one in 2007.

In terms of geography, Asia has traditionally odedpthe second place among export
markets; shipments in 2001, however, declined duglts in demand and commodity
prices, seeing a recovery in 2002 and a defiartuedh since 2003, fueled by higher
demands from China, Japan, South Korea and Indid, ia 2007 it replaced the

Americas as the first destination of Chilean exgort

The Americas was the most important destinationCliolean goods, and a very stable
one, showing a constant annual growth rate exce®d02, when the negative regional
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impact of the regional economic turbulence in Atgea and Brazil, that the growth of
exports to North America failed to compensate.

TABLE 2.19

CHILEAN EXPORTS ACCORDING TO MARKET DESTINATION, 199 - 2008
(millions of dollars FOB and %)

1999 2000 2001 2002 2003 2004 2005 2006 2007 200
China 359.1 907.2 1,021.8 1,240.1 1,865.4 3,227.5 4,445.7 5,104.4 10,120.9 9,872.9
USA 3,087.5 3,183.7 3,351.7 3,664.7 3,705.7 4,834.5 6,531.6 9,290.5 8,744.7 8,130.49
Japan 2,276.3 2,548.5 2,144.1 1,946.7 2,287.3 3,732.9 4,592.1 6,374.1 7,234.6 7,292.4
The Netherlands 511.1 452.7 545.1 543.2 811.7 1,7125 2,341.4 3,953.8 3,972.3 4,311.4
Brazil 687.6 961.6 852.6 686.2 839.6 1,422.8 1,736.6 2,831.1 3,376.2 4,164.4
South Korea 683.7 806.3 563.2 710.5 1,023.4 1,821.3 2,230.9 3,546.2 3,837.8 3,886.3
Italy 636.7 825.5 8125 862.8 924.2 1,362.7 1,679.6 2,927.8 3,484.4 3,399.1
France 495.4 633.1 610.9 640.2 743.4 1,292.9 1,402.0 2,478.7 2,397.6 2,299.0
Mexico 622.8 818.1 830.6 912.4 926.9 1,314.3 1,584.4 2,293.0 2,361.5 2,247.1
Spain 328.1 386.2 345.2 398.2 491.6 747.8 986.6 1,416.3 1,3745 2,004.2
Taiwan 509.6 610.7 356.8 531.3 594.2 971.9 1,303.7 1,596.4 1,774.2 1,966.6
Germany 555.6 457.8 528.2 428.6 601.6 912.2 937.8 1,828.1 1,669.1 1,838.0
India 99.3 124.9 115.0 184.5 225.4 413.1 495.5 1,604.9 2,248.9 1,765.1
Peru 354.1 439.2 479.1 465.2 426.5 524.0 726.8 931.9 1,035.3 1,489.9
Canada 173.5 243.7 265.6 263.7 415.0 780.3 1,071.1 1,291.7 1,203.2 1,416.1
I. Sub-Total 11,380.3 13,399.4  12,822.3 13,4785 15,8819 25,070.8 32,0658  47,468.8 54,835.0  56,082.3
Others 4,534.3 5,025.6 4,845.7 4,197.8 4,745.3 6,389.4 7,186.0 10,287.8 11,883.6 13,738.4
II. Total Exports 159146 18,4250 17,668.1 17,676.3 20,627.2 31,460.1 39,2519 57,756.6 66,718.6  69,820.9
1. Over II. 71.5% 72.7% 72.6% 76.3% 77.0% 79.7% 81.7% 82.2% 82.2% 80.3%

Source: Studies and Informations Department, DIRECO (june 2009), based on data from Central Bank of kile

Exports destined for Europe, although with modetaghs and lows, like America,
show a greater degree of stability in their perfance. Exports are directed mainly to
Western Europe; mostly concentrated in the Nethddgaltaly, France, Spain, Germany
and Great Britain.

Table 2.20 shows Chilean exports to all destinatisith which Chile has negotiated
some form of trade agreement. This is of great mamoe considering that in 2008,
nearly 90% of Chilean exports receive some forrtaoff preferences.

TABLE 2.20
CHILEAN EXPORTS ACCORDING TO TRADE AGREEMENTS, 1992008

(millions of dollars FOB and %)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
China 359.1 907.2 1,021.8 1,240.1 1,865.4 3,227.5 4,445.7 5,104.4 10,120.9 9,872
Canada 173.5 243.7 265.6 263.7 415.0 780.3 1,071.1 1,291.7 1,203.2 1,416.3
Central America 94.8 107.0 149.0 181.2 272.9 385.2 391.3 511.4 582.7 739.1
Japan 2,276.3 2,548.5 2,144.1 1,946.7 2,287.3 3,732.9 4,592.1 6,374.1 7,234.6 7,292 4
India 99.3 124.9 115.0 184.5 225.4 413.1 495.5 1,604.9 2,248.9 1,765.3
Andean Community ~ 1,059.8 1,227.9 1,381.6 1,339.5 1,293.2 1,569.2 1,986.6 2,134.7 2,418.4 3,187.1
South Korea 683.7 806.3 563.2 710.5 1,023.4 1,821.3 2,230.9 3,546.2 3,837.8 3,886.
United Satates 3,087.5 3,183.7 3,351.7 3,664.7 3,705.7 4,834.5 6,531.6 9,290.5 8,744.7 8,130.9
Mercosur 1,520.2 1,709.0 1,517.4 984.3 1,227.3 1,971.7 2,475.9 4,243.2 5,283.4 6,747 4
Mexico 622.8 818.1 830.6 912.4 926.9 1,314.3 1,584.4 2,293.0 2,361.5 2,247
European Union(27) 4,146.9 4,627.7 4,658.6 4,336.7 5,086.2 8,056.6 9,440.3  15,898.5 16,349.4  17,234.
1. Sub-Total 14,1239 16,304.0 15,998.6 15,7645 18,328.6 28,106.6 35,2455 52,292.6 60,385.3 62,518.
Others 1,790.8 2,121.0 1,669.4 1,911.8 2,298.6 3,353.5 4,006.4 5,464.0 6,333.2 7,301.4
II. Total Exports 15,9146 18,4250 17,668.1 17,676.3 20,627.2 31,460.1 39,2519 57,756.6 66,718.6  69,820.
1. Over II. 88.7% 88.5% 90.6% 89.2% 88.9% 89.3% 89.8% 90.5% 90.5% 89.59

Source: Studies and Informations Department, DIRECQ (june 2009), based on data from Central Bank of kile

In terms of the results that Chile’s trade agredméave had, it can be said that the
performances of the Mexico and Canada FTAs, witlaodibubt, have been outstanding,
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thus being perceived by the Chilean exporters asafvthe most successful agreements
that Chile has signed. Also exports to the Europ®aimon have shown important
growth within the period that the agreement hasibedorce (since 2003), an increase
of 239%, similar to the increase of 241% (includitige European Union) of the
countries with which Chile has agreements andHersame period (2008 compared to
2003).

In the case of Mercosur and the Andean Communihe-agreements that have been in
force for a longer period- although these havesmatwn a clear positive trend in past
years, due to the economic turbulence that hastaffehe whole region, there are signs
of recovery since 2003, reaching to an increas29ds in the period 2003-2008. The
importance of these agreements cannot be diminisegukcially if it is taken into
account that around 60% of exports to Latin Ameai@amanufactured exports.

[1.2.B.1.2 Imports

Traditionally and until the nineties, the Unitecates was by far the main supplier of
imports to the Chilean economy. This changed s@@0 when Argentinean goods
started to catch up with US imports, overtakingrihe 2001 and in the following years
has extended the gap between them, but in 200&tited States recovered the top
position as Chile largest supplier, and China bextra 2 imports supplier.

TABLE 2.21
CHILEAN IMPORTS ACCORDING TO MARKET ORIGIN, 1999 - 2008

(millions of dollars CIF and %)

1999 2000 2001 2002 2003 2004 2005 2006 2007 200
United States 3,022.5 3,338.4 2,888.6 2,568.6 2,576.5 3,402.2 4,722.6 5,592.1 7,290.8 10,982.4
China 660.1 951.4 1,013.7 1,102.4 1,290.2 1,847.6 2,542.7 3,491.4 4,886.0 6,799.9
Brazil 968.3 1,335.2 1,495.3 1,619.4 2,028.4 2,781.7 3,780.7 4,243.5 4,501.0 5,275.7
Argentina 2,021.5 2,876.4 3,063.9 3,064.3 3,776.8 4,152.1 4,811.3 4,508.9 4,346.9 5,024.4
South Korea 405.7 535.2 540.0 438.8 540.8 699.7 1,077.3 1,641.9 3,114.5 3,163.9
Japan 635.4 710.1 560.6 546.3 636.8 803.2 1,021.1 1,150.0 1,613.9 2,656.14
Colombia 166.0 206.3 189.3 206.9 203.5 295.1 345.9 364.4 882.8 2,127.5
Germany 626.5 622.1 692.2 738.8 716.9 832.3 1,198.2 1,259.1 1,573.8 1,919.8
Peru 169.2 265.8 285.6 255.9 421.1 695.2 1,108.5 1,427.2 1,686.5 1,845.9
Mexico 578.8 615.6 532.8 475.4 480.6 620.6 764.2 1,003.2 1,3495 1,750.7
Angola - 95.1 - - 64.5 430.8 1,197.1 1,317.2 962.5 1,671.2
Ecuador 227.6 254.3 1235 92.6 77.9 138.5 271.0 607.0 757.9 1,596.8
Canada 407.7 511.9 427.3 321.5 333.1 348.5 406.4 482.9 979.1 963.9]
Spain 406.8 428.0 466.1 417.3 452.9 516.1 622.5 710.0 846.5 933.7|
France 417.4 447.8 575.3 623.3 595.8 510.3 682.4 706.5 792.8 930.7]
1. Sub-Total 10,713.4  13,193.7 12,854.1 12,471.5 14,195.9 18,0739  24,552.1  28,505.2 35,584.6 47,6414
Others 3,308.6 3,648.8 3,379.9 3,281.7 3,467.8 4,380.3 5,388.1 6,406.8 7,364.4 9,083.9
11. Total Imports 14,022.0 16,842.5 16,233.9 15,753.2 17,663.6 22,4542  29,940.1  34,912.0 42,949.0 56,725.9
1. Over II. 76.4% 78.3% 79.2% 79.2% 80.4% 80.5% 82.0% 81.6% 82.9% 84.0%

Source: Studies and Informations Department, DIRECQ (june 2009), based on data from Central Bank of Rile
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TABLE 2.22
CHILEAN IMPORTS ACCORDING TO KEY SUPPLIERS, 1999 - 2008

(millions of dollars CIF and %)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2009
Asia 2,313.4 2,863.3 2,829.6 2,738.6 3,157.4 4,203.6 5,687.0 7,663.4 11,144.4 14,579.4
Latin America 4,507.6 5,972.6 6,062.3 6,056.9 7,307.6 9,131.4 11,514.7 12,807.3 14,226.8 18,667.3
North America 4,009.0 4,466.0 3,848.6 3,365.4 3,390.2 4,371.3 5,893.3 7,078.2 9,619.4 13,696.7
European Union (27)  2,898.1 2,924.6 3,124.5 3,090.0 3,328.4 3,597.5 5,069.0 5,229.7 6,005.3 7,204.1]
I. Sub-Total 13,728.0 16,226.5 15,865.0 15,250.9 17,183.6 21,303.8  28,164.0 32,778.6 40,995.9 54,147 9
Others 294.0 616.1 368.9 502.3 480.1 1,150.4 1,776.2 2,133.4 1,953.1 2,578.1
II. Total Imports 14,022.0 16,842.5 16,233.9 15,753.2 17,663.6 22,4542  29,940.1 34,912.0 42,949.0 56,725.9
1. Over II. 97.9% 96.3% 97.7% 96.8% 97.3% 94.9% 94.1% 93.9% 95.5% 95.5%

Source: Studies and Informations Department, DIRECQ (june 2009), based on data from Central Bank of Rile

In a lesser degree than export destinations, irm@Ehdw some concentration especially
if we consider that the top four suppliers (ArgeatiUnited Stated, Brazil and China)
account for half of all imports (50%) and the tdffeen account for 84%.

TABLE 2.23

CHILEAN IMPORTS ACCORDING TO TRADE AGREEMENTS, 1999 0@8

(millions of dollars CIF and %)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2009
China 660.1 951.4 1,013.7 1,102.4 1,290.2 1,847.6 2,542.7 3,491.4 4,886.0 6,799.5
Canada 407.7 511.9 427.3 321.5 333.1 348.5 406.4 482.9 979.1 963.9
Central America 33.4 19.3 10.6 14.2 20.7 25.7 26.5 17.8 70.8 150.3
Japan 635.4 710.1 560.6 546.3 636.8 803.2 1,021.1 1,150.0 1,613.9 2,656.1
India 55.1 70.1 75.2 82.1 70.5 100.8 134.8 164.5 207.8 478.1
Andean Community 795.3 993.4 808.5 736.2 868.2 1,355.0 1,899.2 2,457.3 3,384.1 5,648.2
South Korea 405.7 535.2 540.0 438.8 540.8 699.7 1,077.3 1,641.9 3,114.5 3,163.6
United States 3,022.5 3,338.4 2,888.6 2,568.6 2,576.5 3,402.2 4,722.6 5,592.1 7,290.8 10,982.2
Mercosur 3,092.4 4,337.6 4,705.3 4,826.6 5,931.0 7,105.2 8,810.4 9,313.2 9,401.0 11,088.9
Mexico 578.8 615.6 532.8 475.4 480.6 620.6 764.2 1,003.2 1,349.5 1,750.7|
European Union (27)  2,898.1 2,924.6 3,124.5 3,090.0 3,328.4 3,597.5 5,069.0 5,229.7 6,005.3 7,204.1
I. Sub-Total 12,584.5 15,007.7 14,687.0 14,202.1 16,076.8 19,905.9 26,474.2 30,544.0 38,302.9 50,885.4
Others 1,437.6 1,834.8 1,547.0 1,551.0 1,586.8 2,548.3 3,465.9 4,368.1 4,646.1 5,840.1
II. Total Imports 14,022.0 16,842.5 16,233.9 15,753.2 17,663.6 22,454.2 29,940.1 34,912.0 42,949.0 56,725.94
1. Over II. 89.7% 89.1% 90.5% 90.2% 91.0% 88.7% 88.4% 87.5% 89.2% 89.7%

Source: Studies and Informations Department, DIRECQ (june 2009), based on data from Central Bank of Rile

[1.2.B.2 Indonesia

[1.2.B.2.1 Exports

Indonesia exports to 222 countries in 2008. Newededs, Indonesia’s export is
concentrated to several countries. The fifteen neaiport destination countries have
dominated 81%, such as Japan, United States, Sirgggphina and South Korea.
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Table 2.24. Indonesian Exports According to MarkeDestination, 1999 - 2008
(Billions of dollars FOB and %)

) Value (US$ Billion)
Countries
1999 | 2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008
Japan 10.4 14.4 13.0 12.0 13.6 16.0 18.0 21.7 23.6 27.7
United States 6.9 8.5 7.7 7.6 7.4 8.8 9.9 11.2 11.6 13.0
Singapore 4.9 6.6 5.4 5.3 5.4 6.0 7.8 8.9 10.5 12.9
China 2.0 2.8 2.2 2.9 3.8 4.6 6.7 8.3 9.7 11.6
South Korea 3.3 4.3 3.8 4.1 4.3 4.8 7.1 7.7 7.6 9.1
India 0.9 1.2 1.1 1.3 1.7 2.2 2.9 3.4 4.9 7.2
Malaysia 1.3 2.0 1.8 2.0 2.4 3.0 3.4 4.1 5.1 6.4
Australia 1.5 1.5 1.8 1.9 1.8 1.9 2.2 2.8 3.4 4.1
Netherland 15 1.8 15 1.6 1.4 1.8 2.2 2.5 2.7 3.9
Thailand 0.8 1.0 1.1 1.2 1.4 2.0 2.2 2.7 3.1 3.7
Taiwan 1.8 2.4 2.2 2.1 2.2 2.9 2.5 2.7 2.6 3.2
Germany 1.2 1.4 1.3 1.3 1.4 1.7 1.8 2.0 2.3 2.5
Philiphines 0.7 0.8 0.8 0.8 0.9 1.2 1.4 1.4 1.9 2.1
Italy 0.7 0.8 0.6 0.7 0.8 0.9 1.0 1.2 1.4 1.9
Hongkong 1.3 1.6 1.3 1.2 1.2 1.4 1.5 1.7 1.7 1.8
. Sub-Total 39.3 51.0 45.5 46.1 49.8 59.1 70.7 82.5 921 1111
Others 9.3 1.1 10.8 11.0 11.2 12.5 15.0 18.3 22.0 25.9
Il. Total Exports 48.7 62.1 56.3 57.2 61.1 71.6 857 | 100.8 1141  137.0
Share (I to I1) 80.8 82.1 80.9 80.7 81.6 82.5 82.5 81.9 80.7 81.1

Source: Statistics Indonesia of The Republic obhesia

In terms of geography, it is apparent that Asiaareds not only the most important

destination for Indonesian goods, but also the nstatle one, shown by a constant
annual growth rate. Europe and America region &e Bdonesia’s important export

destination.

Table 2.25 Indonesian Exports According To Geogragh Zone, 1999 - 2008
(billions of dollars FOB)

Countries Value (US$ Billion)
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Africa 1.1 1.1 1.2 1.2 1.3 1.4 1.7 2.0 2.5 3.3
America 8.1 10.0 9.1 8.9 8.6 10.3 11.7 13.5 14.1 16.1
Asia 30.4 40.2 35.7 36.4 40.4 48.2 58.8 69.3 79.1 95.9
Australia and Oceania 1.6 1.7 2.1 2.2 2.0 2.1 2.6 3.2 3.8 4.8
E urope 7.5 9.2 8.3 8.5 8.7 9.6 11.0 12.9 14.5 16.9
Total 48.7 62.1 56.3 57.2 61.1 71.6 85.7 100.8 114.1 137.0
Structure (%)
Africa 2.2 1.8 2.1 2.2 2.0 1.9 1.9 2.0 2.2 2.4
America 16.6 16.0 16.2 15.6 14.1 14.4 13.6 13.4 12.4 11.7
Asia 62.4 64.7 63.3 63.6 66.2 67.3 68.6 68.7 69.3 70.0
Australia and Oceania 33 2.7 3.7 3.8 3.3 3.0 3.0 3.2 3.4 3.5
E urope 15.5 14.8 14.6 14.8 14.3 13.4 12.8 12.7 12.7 12.3
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Growth (%)
Africa 3.4 7.6 4.5 1.2 8.7 22.8 19.0 26.4 30.7
America 23.2 -8.3 -2.3 -3.4 19.9 12.9 15.8 4.8 13.7
Asia 32.4 -11.3 1.9 11.2 19.2 22.0 17.8 14.2 21.3
Australia and Oceania 4.1 23.1 3.3 -5.4 5.2 20.7 23.2 20.2 25.8
Europe 21.7 -10.1 2.8 2.9 9.6 14.6 17.3 12.9 16.6
Total 27.7 -9.3 1.5 6.8 17.2 19.7 17.7 13.2 20.1|5S

Source: Statistics Indonesia of The Republic obhesia

Table 2.26 shows Indonesian exports to all destinatin which Indonesia has
implemented preferential trade agreement. Throu§EAN Free Trade Agreement,
fully implemented in 2002, Indonesia’s export irased by two times in 2008. Export
to China have shown incredible growth within therige of 2003-2008, whereas
Indonesia’s export to China increased dramaticaitiiin 5 years, from US$ 3.8 billion
in 2003 to US$11.6 billion in 2008.
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Different impact was experienced with exports tatBdkorea under the agreement of
ASEAN-Korea FTA, implemented in June 2006. The tiggaexport growth in 2007
was caused by the impact of the global financisisrHowever, in 2008, Indonesia’s
export growth regained to achieve 20.2%. In addjtibirough trade agreement with
Japan, started in 2007, Indonesia’s export inccebge?2.2% in 2008.

Table 2.26
Indonesian Exports According To Trade Agreements, 999 - 2008
(Billions of dollars FOB and %)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

ASEAN 82 108 9.4 99 107, 129 157 183 220 269
Japan 104 144 130, 120 136 160 180 217 236 217
China 2.0 2.8 2.2 2.9 3.8 4.6 6.7 8.3 97 116
South Korea 3.3 43 3.8 41 4.3 4.8 1.1 1.1 1.6 9.1
|. Sub-Total 239 323 284 289 324 383 415 561 629 754
Others 247 208 219 282 286 333 381 447 512 616

Il. Total Export 48.7 62.1 56.3 57.2 61.1 71.6 85.7 100.8 1141 137.0

. Over II. 492 520 505 506 531 535 555 557 551 550
Growht (%)

ASEAN 319 128 4.7 81 211 207 165 201 222

Japan 38.6 9.7 140 129 113 131 204 87 174

China 378 205 319 310 211 47 252 160 203

South Korea 0.1 -126 8.9 53 117 467 86  -14 202

Source: Statistics Indonesia of The Republic obhresia

11.2.B.2.2 Imports

Traditionally and until 2002, the United State®\aferica (USA) was one of Indonesian
main import origin. Later, its position has beeplaeed by China who uses preferential
tariff from Indonesia through ASEAN-China Free Teadgreement. Even though

Indonesia’s import from USA steadily increased, ketishare of USA tend to decrease,
especially after the America’s financial crisis2007.

The role of China as Indonesia’s import country@ased significantly since 1999 with
5.2% share of Indonesia total import. In 2008, @hinarket share rose to the second
biggest of Indonesia’s import country (up to 11.8f4otal import).

Indonesia’s import was also highly concentratedsaveral countries. Out of 216
countries, 15 of them supply more than 80% of Iredoais total import. Singapore,
China, Japan, Malaysia, and USA are the main impauhtries for Indonesia (50% of
total import).
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Table 2.27 Indonesian Imports According to Market Qigin, 1999 — 2008
(Billions of dollars and %)

Courtris Value (US$ Billion)
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Singapore 25 38 3.1 41 42 6.1 9.5 10.0 9.8 218
China 12 20 18 24 3.0 41 58 6.6 8.6 15.2
Japan 29 54 47 44 4.2 6.1 6.9 55 6.5 15.1
Malaysia 0.6 11 1.0 1.0 11 L7 2.1 32 6.4 8.9
United States 2.8 34 3.2 2.6 2.1 3.2 39 41 48 79
South Korea 13 2.1 2.2 16 15 19 2.9 29 32 6.9
Thailand 0.9 11 1.0 12 17 2.8 34 30 43 6.3
Saudi Arabia 1.0 16 13 11 15 2.0 2.1 34 34 48
Australia 15 L7 18 16 16 2.2 2.6 3.0 3.0 4.0
Germany 14 12 13 12 12 17 18 15 2.0 3.1
Insia 0.3 0.5 05 0.6 0.7 11 11 14 16 2.9
Taiwan 0.8 13 11 1.0 09 12 13 13 15 29
Brurei 0.0 0.0 0.0 0.0 0.1 0.3 1.2 16 19 24
Hongkong 0.2 0.3 0.3 0.2 0.2 0.3 0.3 0.3 04 24
Canada 04 0.6 04 04 0.3 0.6 0.7 0.7 11 19
|. Sub-Total 18.0 26.2 237 237 24.9 35.3 46.2 485 584 106.5
Others 6.0 7.3 7.2 1.6 1.6 113 115 12.6 16.0 22.1
Il. Total Imports 24.0 335 310 313 32.6 465 51.7 61.1 745 1292
l. over Il. 74.8 78.3 76.6 758 76.6 75.8 80.1 794 785 824

Source: Statistics Indonesia of the Republic obhekia

In terms of geography, Asia become the most impbrsaurce of Indonesian goods
(almost 75% of Indonesia total import) shown byoastant annual growth rate, except
for 2001. Europe and America continents are in ¢bkeond and third place. The
importance those continents were decreased ovéagheen years. In 2008, the share of
Europe and America were 10.7% and 9.6%, respeytivel
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Table 2.28 Indonesian Imports According to Geograpic Zone, 1999 - 2008
(Billions of dallars)

Countries 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Africa 0.6 0.8 1.4 1.7 1.6 2.3 1.6 1.2 2.3 2.2
America 3.8 4.6 4.0 3.6 3.6 4.8 5.7 6.0 7.4 12.4
Asia 13.9 21.4 19.0 19.8 21.3 30.3 40.4 43.3 52.0 96.0
Australia and Oceania 1.6 2.0 2.0 1.8 1.8 2.4 2.9 3.3 3.5 4.8
E urope 4.1 4.7 4.6 4.5 4.3 6.6 7.1 7.3 9.3 13.8
Total 24.0 33.5 31.0 31.3 32.6 46.5 57.7 61.1 74.5 129.2
Structure (%)
Africa 2.4 2.5 4.4 5.3 4.9 5.0 2.8 1.9 3.1 1.7
America 16.0 13.8 12.9 11.4 11.0 10.3 9.9 9.8 9.9 9.6
Asia 57.8 63.9 61.2 63.3 65.4 65.1 70.1 70.9 69.8 74.3
Australia and Oceania 6.6 5.8 6.6 5.7 5.7 5.3 5.0 5.5 4.7 3.7
E urope 17.2 14.0 14.8 14.2 13.1 14.2 12.2 11.9 12.4 10.7
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Growth (%)
Africa 44.1 66.1 21.4 -4.4 47.2 -31.4 -26.0 94.5 -3.1
America 20.3 -13.4 -10.6 0.1 34.0 19.5 4.2 23.7 67.6
Asia 54.4 -11.5 4.5 7.5 42.4 33.4 7.0 20.1 84.7
Australia and Oceania 24.2 4.1 -12.4 3.0 33.0 16.7 16.8 5.9 34.6
E urope 13.4 -2.0 -2.9 -4.6 55.8 6.6 3.0 27.2 49.1
Total 39.6 -7.6 1.1 4.0 42.9 24.0 5.8 22.0 73.5

Source: Statistics Indonesia of The Republic obhresia

Since Indonesia opens its market through agreemerniecomes a market target by
other countries. This is shown by the increasingadrh growth since the agreement
implementation. Indonesia import from ASEAN hasreased by six times after full
implementation of the agreement until 2008. Ind@iesmport from China rose five
times since the implementation of the agreemerkewise, import from Japan and

South Korea has also increased by more than double.

Table 2.29
Indonesian Imports According to Trade Agreements, 299 - 2008
(Billions of dollars and %)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
ASEAN 4.8 6.5 5.4 6.7 7.7 11.5 17.0 19.0 23.8 40.9
China 1.2 2.0 1.8 24 3.0 41 5.8 6.6 8.6 15.2
Japan 2.9 5.4 4.7 44 4.2 6.1 6.9 5.5 6.5 15.1
South Korea 1.3 2.1 2.2 1.6 15 1.9 2.9 2.9 3.2 6.9
I. Sub-Total 10.2 16.0 14.2 15.2 16.4 23.6 32.6 34.0 42.0 78.2
Others 13.8 17.6 16.8 16.1 16.1 22.9 25.1 27.1 324 51.0
Il. Total Import 24.0 33.5 31.0 31.3 32.6 46.5 57.7 61.1 74.5 129.2
I. Over Il. 42.7 47.6 45.8 48.6 50.5 50.7 56.6 55.6 56.5 60.6

Source: Statistics Indonesia of the Republic obhmekia.
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1.3 Trade in Services

I1.3.A Chile

In 2007, the services sector contributed 59.9% BPGup from 58.5% in 200%.
Employment in the sector grew faster than in othdustries. In 2006, 63.7% of the
economically active population worked in the sesgicector, up from 58.1% in 1996.
In 2007, Chile's services exports amounted to USEBE millions and imports
amounted to US$ 9,947 millions. According to figurprovided by the Foreign
Investment Committee, the annual inflows of foredjrect investment in the services
sector averaged US$ 1,182 millions between 1996 2047, 29% of total foreign
investment.

As a consequence of Chile's long running privatrapolicy, state involvement in
services is limited. The State retains ownershiBafico Estado, the postal and railway
services, and a public television corporation. Btate also owns major seaports and
airports; however, these have been increasinglgrgin concession to private operators.
Involvement of the State in any of the sectors meet does not in any way preclude
private participation.

Chile has implemented a profound economic reforrar die last twenty years. Key
aspects of such reform are the significant chamgesduced to the laws and regulations
that govern the service sector. As a result, toamations have taken place in its
economic structure, in the dynamism achieved bydymtive sectors and in the
mechanisms of insertion in the global economy.

The increasing presence of foreign service prosjdagperating in Chile both in terms of
commercial presence in the national market or tgintaether forms of service marketing,
have characterized Chilean recent developmenieodmmunications, road services and
administration, transport, data processing, inféionatechnology and several other
industries.

The four principles that regulate service liberatiian are the most-favored nation
treatment, absence of the requirement of local gmes national treatment and
progressive elimination of quantitative non-disdriatory restrictions. These four
principles have guided the liberalization of crbssder services in Chile in recent
years.

The exchange of commercial services has expand@eifast 7 years, increasing from
US$ 8,475 millions in 2000 to a total of US$ 18,#8Blions in the year 2007, with a
growth rate of 11.2% per annum, while trade of gootreased by 17.4% per year in
the same period. (See table 2.30)

% Following the UN System of National Accounts, tanstruction, electricity, and water industries are
part of the industrial sector.
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TABLE 2.30
Trends of exports and imports of goods and seryic@$9-2008
Million dollars and percents

1999 2000 2001 2002 2003 2004 2005 2006 2007 200
Exports of goods (FOB) 17,162 19,210 18,272 18,180 21,664 32,520 41,267 58,680 67,666 66,459
Exports of commercial services 3,869 4,083 4,138 4,386 5,070 6,034 7,134 7,830 8,952 10,759
% Export Ss/Export goods 23% 21% 23% 24% 23% 19% 17% 13% 13% 169
% Export Ss/Export goods and services 18% 18% 18% 19% 19% 16% 15% 12% 12% 149
Imports of goods (FOB) 14,735 17,091 16,428 15,794 17,941 22,935 30,492 35900 44,031 57,610
Imports of commercial services 4,606 4,802 4,983 5,087 5,688 6,780 7,756 8,462 9,927 11,401
% Import Ss/Import goods 31% 28% 30% 32% 32% 30% 25% 24% 23% 209
% Import Ss/Import goods and services 24% 22% 23% 24% 24% 23% 20% 19% 18% 179
Total commerce of goods (FOB) 31,897 36,302 34,700 33,974 39,605 55,456 71,759 94,580 111,697 124,069
Total commerce of commercial services 8,475 8,885 9,121 9,473 10,757 12,813 14,890 16,292 18,879 22,155
Total commerce of goods and servic 40,373 45,186 43,821 43,447 50,362 68,269 86,649 110,872 130,575 146,22(
% Commerce Ss/Commerce goods 27% 24% 26% 28% 27% 23% 21% 17% 17% 189
% Commerce Ss/Commerce goods and services 21% 20% 21% 22% 21% 19% 17% 15% 14% 159

Source: Studies Departement, DIRECON, based on data of the Central Bank, Monthly Mulletin, march 2009, page 165.

The composition of this trade in services reflettte importance that the flow of
services has in total trade: in 2007 it reachelasesof 14% in the total Chilean foreign
trade in goods and services. The evolution and oaitipn in the last 8 years may be
appreciated in Table 2.31. The share of trade eesvas declined in the last few years
due to the large increase in the trade of goodsititacased by 250% in 2007 with
respect to 1999.

Table 2.31
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Chile: Export and Import of Commercial Services 12997

Million dollars

Exports of commercial services
1999 2000 2001 2002 2003 2004 2005 2006 2007
Exports of commercial services
|. Transports 2,038.9 2,187.6 2,294.0 2,205.4 2,770.7 3,456.8  4,301.2 4,674.8 5,131.1
Sea transport services 1,230.3 1,274.7 1,346.3 1,336.5 1,624.7 2,100.0 2,751.4 2,883.7 3,203.8
Other transports 808.7 912.9 947.7 868.9 1,146.0 1,356.9 1,549.7 1,791.1 1,927.2
II. Travel 910.8 819.4 798.5 897.6 883.4 1,095.0 1,109.1 1,222.3 1,419.3
- Business travellers 85.9 78.7 98.2 256.5 205.8 166.6 150.7 172.8 251.6
- Personal travellers 824.9 740.7 700.3 641.1 677.7 928.4 9584  1,049.5 1,167.7
IIl. Other commercial services 919.2 1,075.9 1,045.9 1,282.5 1,415.4 1,481.9 1,723.8 1,927.3 2,235.1
- Communication services 182.6 207.3 124.7 161.8 158.1 162.7 147.8 142.9 154.3
- Construction services - - - - - - - - -
- Insurance services 76.5 76.0 70.5 137.9 124.1 136.2 163.1 189.4 216.5
- Financial services 42.3 375 34.2 24.6 29.6 314 34.0 37.4 40.3
- Computer and information services 30.3 33.4 42.8 62.9 81.4 70.5 74.2 78.4 82.0
- Royalties and licence fees 6.0 10.0 249 41.1 455 48.5 54.0 55.2 61.3
- Other business services 469.6 601.6 652.0 745.3 829.9 889.8 1,087.4 1,241.4 1,487.5
- Personal, cultural and recreational services 23.0 21.7 29.0 38.6 67.6 58.3 69.2 78.4 84.5
- Government services, n.i.e. 88.9 88.4 67.7 70.3 79.3 84.5 94.2 104.2 108.8
Total exports of commercial servit 3,868.9 14,0829 14,1384 43855 5069.5 60337 71340 7,8243 8,7855
Annual rate of growth 6% 1% 6% 16% 19% 18% 10% 12%
Imports of commercial services
1999 2000 2001 2002 2003 2004 2005 2006 2007
Imports of commercial services
|. Transports 2,059.6 2,191.2 2,259.8 2,299.9 2,585.3 3,353.7 4,135.0 4,571.2 5,274.8
Sea transport services 1,281.9 1,385.0 1,497.9 1,455.9 1,603.1 2,213.8 2,914.8 3,202.6 3,788.7
Other transports 7717 806.1 761.9 844.0 982.2 1,139.9 1,220.2 11,3686 1,486.1
II. Travel 752.2 619.8 708.2 672.8 850.3 977.1 1,050.5 1,239.3 1,761.7
- Business travellers 47.7 40.9 168.0 226.6 541.0 618.4 379.2 444.8 536.8
- Personal travellers 704.5 578.9 540.2 446.2 309.3 358.7 671.3 7945  1,225.0
IIl. Other commercial services 1,7944 1,990.7 2,0145 2,1143 2,251.9 2,4488 2570.0 2,641.9 2,910.6
- Communication services 129.7 110.0 95.1 137.2 155.6 159.9 158.3 137.4 149.5
- Construction services - - - - - - - - -
- Insurance services 153.1 192.3 210.6 353.1 435.1 451.3 462.8 431.2 479.0
- Financial services 2415 221.7 203.4 230.4 213.9 282.9 256.2 318.8 367.7
- Computer and information services 49.8 78.3 46.5 40.7 75.4 73.7 71.2 73.3 67.5
- Royalties and licence fees 324.2 297.5 268.6 250.6 257.1 307.3 3475 383.7 434.2
- Other business services 721.5 909.4 1,019.5 924.5 935.4 998.5 1,037.2 1,030.7 1,124.6
- Personal, cultural and recreational services 42.1 43.8 36.3 44.0 47.2 48.4 52.7 55.0 59.2
- Government services, n.i.e. 1325 137.8 1345 133.8 1321 126.7 184.0 211.9 228.9
Total imports of commercial servic 4,606.1 4,801.7 49826 5,087.0 56875 6,779.6 7,755.5 8,452.4 9,947.1
Annual rate of growth 4% 4% 2% 12% 19% 14% 9% 18%

Source: Studies Departement, DIRECON, based on data of the Central Bank, http://mww.bcentral.cl/publicaciones/estadisticas/sector-externo/extO1lh.htm

[1.3.B Indonesia

In 2008, services in the Indonesian economy reptede36 % of total GDP, and it has
decreased its share from 39% in 2006. Its shammployment comprises 40,9% of
total employment in 2008, up from 38,7% in 1994isT$ector has been very dynamic
as has experienced a higher than average rateowfttgiof its activity, measured in
GDP, employment and investment.

Indonesia export and import in commercial serviogsstly in transport (including

travel) and communication amounted to 62% and 92@%export and import in

commercial services respectively in 2006. Exporsérvices grew 150% from US$
4.599 millions in 1999 to US$ 11.518 millions inGB) Meanwhile import in services
grew 75% from US$ 12.376 millions in 1999 to US$626 millions.

Table 2.32. Indonesia Export and Import in Commeraal Services
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Indonesia Export and Import on Commercial Services
Millions dollars
Export of Commercial Services
1999 2000 2001 2002 2003 2004 2005 2006
Transport - - 1,058 856 2,279 2,842 2,102
Travel 4,352 4,975 5,276 5,285 4,037 4,798 4,522 4,448
Other services 246 239 224 320 400 4,969 5,563 4,968
Communications 100 86 85 174 248 835 998 1,103
Construction - - - - - 463 484 456
Insurance - - - 3 3 8 15 32
Financial services - - - - - 297 367 181
Computer and information - - - - - 138 147 118
Royalties and licence fees - - - - - 221 263 14
Other business services - - - - - 2,669 2,876 2,564
Personal, cultural and recreational - - - - - 47 57 74
Government services n.i.e. 146 153 139 144 150 291 355 427
Total services 4,599 5,214 5,500 6,663 5,293 12,045 12,927 11,518
Annual rate of growth 13.38 5.49 21.13 (20.56) 127.58 7.31 (10.89)
Import of Commercial Services

1999 2000 2001 2002 2003 2004 2005 2006

Transport 1,999 2,000 2,001 2,002 2,003 2,004 2,005 2,006
Travel 3,274 4,016 3,877 5,150 4,824 5,474 7,451 8,179
Other services 2,353 3,197 3,406 3,289 3,082 3,507 3,584 3,600
Communications 6,749 8,424 8,598 8,606 9,495 11,876 11,014 9,846
Construction 50 49 51 171 131 359 495 571
Insurance - - - - - 708 726 984
Financial services 272 323 286 313 300 353 338 384
Computer and information - - - - - 594 539 363
Royalties and licence fees - - - - - 468 561 596
Other business services - - - - - 990 961 870
Personal, cultural and recreational 6,190 7,796 7,976 7,846 8,834 7,984 7,017 5,736
Government services n.i.e. - - - - - 184 166 124
Total services 12,376 15,637 15,880 17,045 17,400 20,856 22,049 21,625
Annual rate of growth 26.35 1.55 7.33 2.09 19.86 5.72 (1.92)

Source: Handbook Statistic UNCTAD
.4 Investment
[1.4.A Chile

11.4.A.1 Foreign Investment in Chile

Chile has achieved widespread recognition fortitsng track record in attracting FDI.
Between 1974 and 2007, materialized foreign investntotaled US$ 91.4 billion, of
which 90% entered the country after 1990. The stfckDI in Chile reached almost
55% of GDP by 2007, up from just 30% in 1995.

During the 1990's, FDI inflows represented an ahmwarage 6.1% of Chile's GDP,

rising to 9.1% between 1996 and 1999. After thgewf FDI in the 1990's, and after

reaching a US$ 9.9 billion record-high in 1999,efgn investment inflows have been

dropping, falling to an average of 5.7% between(280d 2007. These results are the
consequence of a downturn in international econaroinditions, which has affected

FDI in almost all countries.

As from 2001, the mergers and acquisitions manketviously the driving force of FDI
around the world and in Chile- collapsed in theefat global economic uncertainty, a
drop in share prices, and weaker corporate earnigée multinational companies cut
back their expansion budgets. To some extent,tteigl represented a return to more

77



Chile-Indonesia Joint Study Group on the Feasjbilita Free Trade Agreement (FTA)

sustainable and realistic levels of FDI, after oecalled "investment bubble" of the
1990's during which global capital flows reachecbrd levels.

Moreover, FDI flows into Latin America have alscebeaffected by instability in some
of the region's countries, and the heavy lossemisgsl by a number of investors. As a
result, risk aversion -accentuated by shareholdesspre in firms that have experienced
difficulties- also helps to explain weaker FDI imetregion. While there has been no
scale withdrawal from Latin America, investmenbeing delayed and some investors,
specifically foreign banks, have left the region.

In the case of Chile, FDI figures have also beetodied in recent years by a trend
towards greater use of the local capital marketoogign investors. Encouraged by the
high liquidity and dynamism of the country's finalcsector and its historically low
interest rates, an increasing number of overseagpanies are sidestepping exchange
rate risk by raising finance locally, either boriog/ from local banks or placing bonds
on the local market. This trend, although very pesifor Chile's financial market, is
reflected negatively in the figures for incomingIFD
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Chart 2.12 Foreign Direct Investment in Chile*
as % of GDP: 1995 — 2007
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*Includes investment through Foreign Investmentu@éa(D.L. 600), Chapter XIV and Chapter XIX.

Sources: Central Bank of Chile, Foreign Investment Citteen

[1.4.A.2 Investment Mechanism

Since 1974, when the Foreign Investment Statutk. (800) came into force, the vast
majority of foreign investors have chosen to usis thechanism, under which an
investor signs a legally binding contract with tBtate for the implementation of an
individual project and, in return, receives a numbfespecific guarantees and rigifts
Between 1974 and 2007, investments worth US$ 6#i@n representing 71.1% of the
total FDI inflow, used this mechanism.

However, a simpler investment mechanism, Chaptev Xf the Central Bank's
Compendium of Foreign Exchange Regulations (CFER$p exists. Under this
mechanism, foreign investors need only comply wetjistration procedures.

A third mechanism, Chapter XIX of the CFER playedimportant role between 1985
and 1991, when it was used for investments totalil®% 3.6 billion, mainly in the
manufacturing and services sectors. However, thl# donversion mechanism is no
longer in operation.

% (set out in the Policies, Regulations and Procesiseetion of the www.cinver.cl website )
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Chart 2.13 Foreign Direct Investment in Chile, 1974 2007
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11.4.A.3 Investment by Sector

Between 1990 and 2007, Mining accounted for 32%oi&ign investment materialized
via D.L. 600, followed by the Electricity, Gas aldater industries (22%); Services
(20%); Transport and communications (12%); Manuwfacy (11%); Construction
(2%); and Agriculture, Forestry and Fishing (1%). the Services sector, the most
important segments were Financial Services (498syrance (17%), and the Wholesale
and Retail Trade (12%).
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Chart 2.14 Foreign Investment Statute (D.L.600), 190-2007
Breakdown by Sector
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Until 1990, mining projects represented 47% of D600 investment, boosted by the
government's decision to lift restrictions on ptesanvestment in the exploration and
exploitation of mineral deposits. Similarly, invesnt in financial services was
encouraged by the deregulation of the financiatiosec

Since 1990, however, other sectors have gainemipoitance and the mining's share of
D.L. 600 investment gradually diminished to an ager 15% in 1999-2001. However,
in 2002, it was again the largest recipient seuatith 59% of materialized FDI -due
mainly to the US$ 1.1 billion acquisition of Exxerila Disputada mine by UK-based
Anglo-American. In 2003, represented 30% of thalt&DI, and in 2004, the mining
received FDI worth US$ 350 million, and this figurereased in 2005 to US$ 822
million due to the new copper and gold projects2M06, the mining sector represented
36.1% of total investment. The relative decreasethe preeminence of mining
investments was counterbalanced mainly by higheestment in the Transport and
Communications industries (including telecommunareg) and in the Electricity, Gas
and Water sectors.

This was mainly the result of privatizations in theergy and telecommunications
sectors and of the intense competition that follbwee deregulation of mobile and
long-distance telephone services. In addition, rdrastructure concessions program,
launched in 1995, opened the way for the partimpabf private capital, mostly from

abroad, in the construction and operation of r@adbsairports. Water privatizations and
a concessions program for water treatment serv@ege also captured important
inflows of FDI in recent years.
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Chart 2.15 Foreign Investment Statute (D.L. 600)
Services Sector: Breakdown by Sub-sector (1990-2007
(Total Services: US$ 11.9 billion)

Engineering and business
services

Other Services Wholesale and retail trade
11% 12%

6%

Insurance
17%

Sewage, sanitation and Financial services
similar services 50%
4%

Source: Foreign Investment Committee

From 1997 to 2001, in line with a worldwide tre@hile saw a dramatic surge in M&A
(mergers and acquisitions) activity, mainly in éleity and telecommunications
sectors. In 1999, for example, Spain's Endesa @& 3.2 billion for local electricity

company Enersis, while other large M&A operationsluded the acquisition between
2000 and 2001 of the Gener power producer by U8eba&S Corp. and, in 2001,
Telecom ltalia's acquisition of the Entel teleconmications company.

Since 2001, the trend has again changed, shiftmwgurtds projects that require smaller
amounts of capital but have a high impact in teahgb creation and the transfer of
technology. In addition, projects of this type hawenforced Chile's position as a
regional business center from which to export gpamsprovide services, to other
countries. This has, in turn, attracted new investinin service sectors, such as the hotel
and office property markets.

These smaller, high-impact projects are numerodsdaverse, ranging from software
development initiatives, call centers and sharedicses centers to new investment in
the manufacturing and agribusiness sectors. Exangflehe latter include a US$ 25
million breakfast cereal plant in Santiago, laurtthe April 2004, from which
Switzerland's Nestlé supplies regional and intéonat markets, and a new salmon feed
plant, also representing an investment of US$ 2bomj inaugurated in southern Chile
by Netherlands-based Nutreco.

[1.4.A.4 Origin of Investment

Between 1990 and 2007, 25% of D.L. 600 investmen@hile originated in the United
States, followed by Spain (22%), Canada (17%),Uhged Kingdom (9%), Australia
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(4%), and Japan (3%). During that period, the 1&gnlargement European Union
member states accounted for 41.6% of total FDI nadied through D.L. 600, while,
as a group, the OECD countries accounted for 92#te total.

Chart 2.16 Foreign Investment Statute (D.L. 600)
Breakdown by Country of Origin (1990-2007)
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Chart 2.17 Foreign Investment Statute (D.L. 600)
Breakdown by Chilean Regions (1990-2007)
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As regards the geographic destination of FDI wit@inile, 39% of materialized FDI
between 1990 and 2007 was invested in multi-regipnajects, while 26% went to
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Metropolitan region, followed by Region Il and Rewgil in the north of the country,
which accounted for 14% and 6% of total inflowspectively.

[1.4.B Indonesia

In 2006, actual foreign direct investment fell tmand US$5.9 billion, reflecting to
some extent higher borrowing costs and continuirgicigncies in the business
environment. Data from the Investment CoordinaBogrd (BKPM) show that actual
foreign investment rose from US$5.9 billion in 20666JS$10.3 billion in 2007.

In 2008, most actual foreign investment is for cliravestment from Africa region,
mainly Mauritius. This reflects a big change inesting in Indonesia. Traditionally,
Indonesia’s investment came from Asia countriehsag Singapore, Korea, and Japan,
however since 2004, there has been a lot of irtér@s China companies. Even in
2007, investment from Asia was still the highesd already rose very sharply, although
in 2008 such investments were dropped. In contiavgstment from Africa (Mauritius)
suddenly rising in 2008, from only US$ 505.7 mitlism 2007 into US$ 6,542 million in
2008.
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Table 2.33. Statistic of Foreign Direct InvestmenRealization by Country

2006 2007 2008
NO. Country
Pl Pl Pl

1 ASIA 461 2.678,5 555 5.942,8 688 3.871,5
ASEAN 124 926,5 187 4.028,4 267 1.855,7
1 The Philippines 2 2,5 1 0,1 4 1,5
2 Malaysia 36 407,6 56 217,3 74 363,3
3 Thailand 5 8,1 6 63,0 5 3,7
a4 Singapore 81 508,3 124 3.748,0 184 1.487,3
Asia Excluding ASEAN 337 1.752,0 368 1.914.,4 421 2.015,8
5 Saudi Arabia - - 4 1.3 - -
6 Arab Emirat - - - - 3 0.8
7 Hong Kong (SAR) 15 187.8 14 156,7 18 120,2
8 India 14 88,4 17 11,6 20 17,8
S Iran - - - - 2 0,5
10 Japan 113 902.,8 113 618,2 130 1.365.,4
11 South Korea 140 475,7 164 627,7 182 301.,1
12 Pakistan 5 0,9 1 0,3 4 1,0
13 People's Republic of 11 31,5 22 28,9 27 139.6
14 Syria 1 0.2 - - - -
15 Taiwan 36 63,6 33 469,7 35 69,4
16 Yemen 1 1,0 - - - -
17 Jordan 1 0.1 - - - -
11 Europe 143 895,6 162 1.952,4 159 1.091,5
European Union 130 821,2 149 1.871.,6 149 1.018,7
18 AustAa 3 1.0 1 0.1 1 0.2
19 Netherlands 24 35,2 36 147,2 34 89,9
1 Belgium 6 1,4 4 3,7 2 23,2
20 Denmark 1 0,5 2 0,3 3 1,1
20 Finland 1 0,6 2 1,3 - -
21 Hungary - - 1 0,4 - -
21 United Kingdom 49 660,5 63 1.685,8 57 513,4
22 Italy 7 1,7 8 3,4 9 5,9
22 Germany 17 15,0 17 18,5 22 198.,3
23 Luxembourqg - - 1 0,8 1 22,1
23 France 20 104,9 10 9.4 18 164,0
24 Poland - - 1 0,1 - -
24 Slovakia 1 0,3 1 - - -

25 Spain - - 1 0,3 2 o,
25 Sweden - - 1 0,2 - -
26 Greece 1 0.1 - 0.1 - -
Other Europe 13 74,4 13 80,8 10 72,8
27 Iceland 1 0,2 - - - -
28 Norway 3 11,8 2 3.2 2 0.4
29 Switzerland 6 61,6 10 77,5 7 72,2
30 JTurkey 3 0.8 1 0.1 1 0.3
111 America a2 153.3 38 330.6 50 175.8]
31 United States of America 32 65,8 31 144,7 35 151,3
32 Bahamas 2 0,9 - - - -
33 Bermuda - - 1 0,3 - -
34 Brazil - - 2 165,1 1 0,6
35 Cayman Island - - 1 19,2 9 22,1
36 Canada 4 1,4 1 0,2 4 0,9
37 Mexico 2 0,2 - - - -
38 Panama 2 85.0 2 1.1 1 0.9
[\Y4 Australia 23 9,0 27 195,6 36 40,1
39 Australia 23 9,0 26 195,3 34 36,0
40 Western Samoa - - 1 0.3 2 4.1
\4 Africa 15 700,0 15 505,7 10 6.542,8
41 Algeria 1 0,1 - - - -
42 Cameroon 1 0,2 - - - -
43 Congo 1 0,1 - - - -
44 Liberia 1 3.8 - - - -
45 Libya 2 1,7 - - - -
a6 Mali - - 2 0.3 - -
47 Mauritius 5 385,6 7 223,9 5 6.477,9
48 Egypt - - 3 0.5 - -
49 Seychelles 2 306,9 3 281,0 4 63,9
50 Siera Leone - - - - 1 1,1
51 Tanzania 2 1,6 - - - -
Vi Joint Countries 185 1.555.,3 185 1.414.3 195 3.149.7
Total 869 5.991,7 982 10.341,4 1.138 14.871,4

Source: Indonesia's Investment Coordinating Board (BKPMIjre information. Viewed at:
http://www.bkpm.go.id
Note :Excluding of Oi & Gas, Banking, Non Bank Finandiadtitution, Insurance, Leasing, Mining in Terms
of Contracts of Work, Coal Mining in Terms of Agneat of Work, Investment which Ecenses issued by

technical/sectoral agency, Porto Folio as well asisehold Investment.
P Total of issued Permanent LicensksValue of Direct Investment Realization in MilliorS®..

The biggest investment came to transport, storagecammunication sector, which has
risen very fast since 2006. The actual investmérthis sector reached US$ 8,529.9
million in 2008, rose from US$ 646.9 million in 2B0The other main investment sector
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are metal, machinery and electronic industry; cleaimand pharmaceutical industry;
and motor vehicles & other transport equipment gtiu

Table 2.34. Statistic of Foreign Direct InvestmenRealization by Sector

2006 2007 2008
NO. Sector
P 1 P 1 P 1
I Primary Sector 39 533,( 6% 5991 g5 33§,6
1 Food Crops & Plantation 13 351, 16 21911 10 147%.4
2 Livestock 7] 18,9 Y 45,y L 45
3 Forestry 1 31,
4 Fishery 5] 32,9 g 24y B ped 3
5 Mining 13 98,4 34 3098 41 181,4
I Secondary Sector 363 3.619,2 39p 4.697]0 495 451p,2
6 Food Industry 45 354,4 5B 70411 42 491,14
7 Textile Industry 61 424,¢ 6B 131)7 a7 21Q,2
Leather Goods & Footwear
8 Industry 11 51,9 1¢ 95 20 1448
9 Wood Industry 18 58,9 iy 127 19 119,5
10 Paperand Printing Industry 16 747,90 1y 672]5 15 294,7
Chemical and Pharmaceutical
11 Industry 32 264 .4 3p 1.611}7 42 627,8
12 Rubber and Plastic Industry 33 112,7 36 15719 20 271,6
13 Non Metallic Mineral Industry 7| 94.9 q 27.8 i 2664
Metal, Machinery & Electronic
14 Industry 84 955, op 71411 141 1.28}1.4
Medical Preci. & Optical Instru,
15 Watches & Clock Industry 1 0,4 ] 10,9 y 15)7
Motor Vehicles & Other
16 Transport Equip. Industry 28 4384 38 41213 47 754,2
17 Other Industry 25 117,] 24 30p J4 34,7
Il Tertiary Sector 467 1.839,% 53p 5.045]1 588 10.02p,5
18 Electricity, Gas & Water Supply 3 105, 119 4 2619
19 Construction 18 144,13 16 44812 21 42,7
20 Trade & Repair 264 434, 31p 482]9 35 58p,2
21 Hotel & Restaurant 31 111,3 2p 1364 32 15,9
Transport,Storage &
22 Communication 37 646, 48 3.305|2 5 8.529,9
Real Estate, Ind. Estate &
23 Business Activities 16 254,0 $ 64.b 19 1749
24 Other Services 9qg 143,49 12p 488|6 112 123.1
| 869 5.991,Y o8p 10.341},4 1.1B8 14.871.,4

Source: Indonesia's Investment Coordinating Board (BKPMIjree information. Viewed at:
http://www.bkpm.go.id

Note :,

Excluding of Oi & Gas, Banking, Non Bank Financial Institution, Insurance, Leasing, Mining in Terms
of Contracts of Work, Coal Mining in Terms of Agreement of Work, Investment which licenses issued
by technical/sectoral agency, Porto Folio as well as Household Investment.

P :Total of issued Permanent Licenses

| : Value of Direct Investment Realization in Million US$..

Despite slowing growth in the last two quarters26D8, investment growth in 2008

reached 12.6%. This growth rate was related tonlessi response on high export
commodity prices in the first half of 2008. Thisostg investment growth was supported
by business confidence in the economic outlookestment growth in 2008 was driven
mainly by non-construction investment, estimatedhéwe climbed by 28.1%. This

represents a sharp increase over investment giov007.

Growth in Government investment is also estimateeel due to the low rate of actual
Government capital expenditures. The strong investngrowth within 2008 was
dominated by Foreign Direct Investment (FDI). Thegest share of FDI flows into the
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transportation and telecommunications sector, wtldeestic investment was led by
manufacturing.

1.5 Introduction of FTAs Negotiated by Each Party
II.5.A Chile
[1.5.A.1 Modalities of Negotiation

[1.5.A.1.1 Asia Pacific

For years, Chile has been expanding its tradeam#ia Pacific region. For example,
China is Chile's second trading partfiewhile Japan and Korea are among Chile's five
main destination markets. The FTA concluded witlitSd<orea in February 2003 and
entered in force in April 2004, is the first traRacific agreement of its kind, and places
Chile in a privileged position to strengthen iteeomic ties with Pacific Asia and act as
a bridge between Asia and South America.

Chile has continued to expand its commercial presen Pacific Asia. It finished
negotiations in 2005 of a Transpacific Strategiorieomic Partnership Agreement with
New Zealand, Singapore and Brunei Darussalam; digneree Trade Agreement with
China that begun to operate in 2006; a Prefereifitatle Agreement with India that
came in force in 2007, and a Free Trade AgreemghtJapan that is operational since
September 2007. The negotiation with Australiaeghith July 2008. Chile is currently
in negotiations with Malaysia and beginning a pescef negotiations with Vietham.

[1.5.A.1.2 The Americas

During the first half of the 1990's, Chile develdpa network of agreements for
economic complementation with all the South Amearicauntries (Argentina, Brazil,

Bolivia, Colombia, Ecuador, Paraguay, Peru, Urugaag Venezuela), following the

Latin American Integration Association (LAIA). Tée are agreements negotiated
under the Enabling Clause, which regulate onlyérad goods and contain limited

disciplines. Later Chile negotiated free tradecagrents (FTA) with Canada, Mexico,
Panama and with Central American countries: CBsta, El Salvador and Honduras.
These agreements have common disciplines, but meakeess was negotiated
bilaterally.

Chile’s most ambitious trade agreement in the Acaeris the FTA with the United
States, which was concluded in June 2003 and ehiete force in January 2004. The
US is Chile's main trading partner and largestifpredirect investor. The FTA has
facilitated the increase of the value-added contéri@hilean exports, establishes clear
and transparent rules for settling trade disputes] it is expected to encourage
investment and to strengthen the capital markete fesults of this FTA show that a
developing country can reach a mutually satisfgctomd comprehensive agreement
with a developed country; i.e. an agreement, widoles not focus exclusively on
market access, but also includes institutional ensitthat enhance transparency and
competition which, over time, will benefit all cames that trade with Chile.

11.5.A.1.3 Europe

Chile has consolidated its relations with Europleud; 1 February 2003 saw the entry
into force the FTA between Chile and the Europeaiok, an agreement which covers

3" Trade=(exports+imports). China is Chile’s firstrke for its exports (2008 figures).
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not only trade issues, but political and cooperaiceas as well. In the political area,
the agreement seeks to promote, disseminate anddldémocratic values, while in the
area of cooperation, it seeks to contribute to dpelication of the objectives and
principles of the Agreement, including, in partaul the following areas: science,
technology and information society; culture, edisratand audiovisual media; and
social cooperation. In the economic and trade déneal\greement seeks progressive and
reciprocal liberalization of market access for gmodervices and government
procurement. At the same time, as in the casdefHTA with the United States, it
establishes disciplines in areas such as intelépiwperty, technical standards, sanitary
and phytosanitary measures, competition policy emtoms procedures to encourage
the development of trade. It also introduces awespettlement mechanism.

Alongside this deepening of its relations with &, in March 2003 Chile signed an
FTA with the European Free Trade Association (EFEXNd entered in force in
December 2004. It regulates trade in goods andces,vgovernment procurement, and
various trade disciplines, including the reciproelimination of anti-dumping duties
and a dispute settlement mechanism to resolve igagreements between the parties.

Concerning the Main Contents of the FTAs in the @& on Trade in Goods is
included:

e Standstill in customs duties.

e Acceleration of customs duties elimination.

e Binding the benefits of Generalized Systems ofd@egfces (GSP), when the partner
has this system.

e Elimination of non-tariff measures.

< Elimination of bilateral export subsidies.

¢ Elimination of exports taxes.

[1.5.A.2 Tariff Reduction in the FTAS

Since Chile began its policy of open regionalisntha early 90s, it has signed trade
agreements with 20 partners, which represent ar@ufal of the whole foreign trade of
Chile.

In all its negotiations Chile has looked to have ltiggest share of bilateral trade in the
category of immediate tariff elimination, some pwots in short term categories (5 or
less years), a reduced group of sensitive goodlsniop term categories (between 5 and
10 years) and if possible to don’'t have any exolsi

Reflecting the previous statements are the resiflthe last 5 agreements Chile has
signed. In its agreements with the USA, the EU,BR@A, China and Japan, Chile has
eliminated its tariffs immediately for a 91%, 89%2%, 50% and 95% of the

originating imports of these partners respectivéile has no exclusions in its
agreement with USA, while they represent 1%, ne#r, 8% and 0.1% of the

originating imports of the EU, the EFTA, China alapan respectively.

Compared to the flat rate of 6 percent, averagdfsacharged on imports from
Mercosur (0.7 percent), Latin America (0.7 perceBt)rope (0.7 percent) and North
American countries (0.8 percent) are substantiailer.

On the other hand, reflecting the balance all nagohs must have, Chile has obtained
duty free access immediately for the 87%, 86%, 9292% and 59% of its exports to
USA, EU, EFTA, China and Japan respectively.
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With respect to the exclusions that Chilean prosldete, in the USA there are no
products excluded, while in EU, EFTA, China andaiafhey represent, respectively,
near 0%, 1%, 1% and 0.4% of Chilean exports tedhmoarkets.

At the moment, Chile is holding negotiations fdf BA with Malaysia and Vietnam, and
has finished negotiations for an FTA with Turkeyid® these agreements are finished,
more than 90% of Chilean foreign trade will be ggbfo some preferential treatment.

[1.5.B Indonesia

[1.5.B.1 Modalities of Negotiation

For years, Indonesia has been expanding its tnadbei Asia Pacific region. Within
Southeast Asian region, Indonesia has implemen&EAN FTA since 1992. Indonesia
has continued to expand its commercial presendssia Pacific region. Through its
membership of ASEAN, Indonesia has been implemeRi&dsuch as ASEAN -China,
ASEAN - Republic of Korea. Recently, ASEAN has &dnFTA agreement with
Australia — New Zealand, andASEAN - India. Indomesiiso has implemented
Indonesia — Japan Economic Partnership Agreem@®RA) since July*12008.

11.5.B.1.1 ASEAN FTA

Framework Agreements on Enhancing ASEAN Economiop@aation herein after
called as ASEAN FTA (AFTA) was signed on 28 Janud®@2 in Singapore. This
agreement is the heart of which was the creatio®BfA in 15 years. This is a
comprehensive program of tariff reduction in thgioa, which is to be carried out in
phases through the year 2008. The signing of tbeopol to amend the CEPT-AFTA
agreement for the elemination of import duties walsl on January 30, 2003.

11.5.B.1.2 ASEAN Economic Community

Following the signing of the Declaration on the @GBlueprint by ASEAN
Leaders at the 13th ASEAN Summit in Singapore omMN@@ember 2007, ASEAN has
been developing an AEC Scorecard mechanism tradkiegmplementation of their
commitments in the AEC Blueprint. The AEC Scorecailll provide a comprehensive
picture of how ASEAN makes progress towards esthblg the AEC by 2015.
Achievement of ASEAN Economic Community Bluepriatimade through
implementing the Roadmaps such as: Priority IntegraSector; ASEAN Trade in
Goods Agreement (ATIGA); Realisation of the ASEANre& Trade Area;
Comprehensive Revised CEPT Rules of Origin; Elimmama of Non-Tariff Barriers;
Trade Facilitation; ASEAN Single Window; Customsdperation; Standards, Technical
Regulations and Conformity Assessment Procedur8EAN Framework Agreement
on Services (AFAS); Mutual Recognition ArrangemenBrofessional Exchange
Programme; Investment; Consumer Protection; ComnpetiPolicy; Private Sector
Engagement; Small and Medium Enterprises (SMEs)uctiral and Regulatory
Reform; and ASEAN External Economic Relations.

11.5.B.1.3 ASEAN — China FTA

Framework Agreements on Comprehensive Economic €atipn between ASEAN
and China signed on November 5, 2002. Prior tob&stement of ASEAN — China
FTA (ACFTA), Early Harvest Programme (EHP) has iempénted to provide for tariff
elimination on a list of agreed products, partidylanprocessed agriculture products in
Chapters 01-08. EHP has implemented on 1 Januad# 20r ASEAN (except
Philippines) and China. Philippines’ Executive Qrd¢o. 485 was issued on 29
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December 2005 to implement EHP. Agreement on Tira@oods signed in 2004 by the
ASEAN Economic Ministers and China’s Minister of i@merce. This agreement has
implemented on 1 July 2005 for ASEAN (Brunei Daalam, Indonesia, Myanmar,
Malaysia, Singapore, and Thailand) and China cagersubstantial reduction or
elimination of tariffs and other barriers to esisiblthe ASEAN-China Free Trade Area
(ACFTA) by 2010, under the following tracks: normahck — 2005-2010 with
flexibility up to 2012; sensitive track — 2012 up2018.

11.5.B.1.4 ASEAN — Korea

Framework Agreements on Comprehensive Economic €atipn between ASEAN
and Korea signed on December 13, 2005, and ertyfanced on July 1, 2006. Scopes
of ASEAN — Korea FTA are: (i) Agreement on Trade@oods signed in August 2006;
(i) Agreement on Trade in Services signed in NolkenR007; (iii) Full implementation
(goods) by January 2008 for Korea, January 2010ABEAN 6, January 2016 for
Vietnam, January 2018 for CLM; (iv) Thailand torjdhe two agreements in December
2008. Coverage and scope of this agreement cafsidi00 tariff lines at HS 6-digit; to
be selected from a universe of 232 lines; and iddad list for all ASEAN Member
Countries. Trade in Goods (TIG) Agreemenprovides the substantial
reduction/elimination of tariffs and other barri¢ostrade by 2010, with flexibility up to
2012, through various Tracks divided into normatkr (2006-2010) and sensitive track
(2012-2016).

11.5.B.1.5 Indonesia — Japan Economic Partnership Agreement JlEPA)

Under 1J-EPA, there are three pillars consistingrade liberalization, trade facilitation,
and economic cooperation. Trade liberalization cedeeduction or removal of border
and behind the border obstacles to trade (siredlifi licensing and business
regulations). Trade facilitation covered improvedogeration & transparency in
various areas: customs procedures, competitioicyp®PR, etc. Economic cooperation
covering a distinctive feature of the EPA is thd&pan and Indonesia have agreed to
cooperate in  many areas beyond just trade and Jdg@éan committed to provide
capacity-building activities for Indonesia. Modwlon tariff concession under 1J-EPA
is showed in this chart below:

Chart 2.18 IJEPA Modality
IJEPA Modality
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[1.5.B.2 Tariff Reduction in the FTAs

Since Indonesia began its policy of open regionaiis the early 90s, it has signed trade
agreements with 15 partner countries, which remteseound 65.1% of the whole
foreign trade (total export and import) of Indomedn all its negotiations, Indonesia
committed to have the biggest share of bilateealdrin the category of immediate tariff
elimination, some products in short term categaitesr less years), a reduced group of
sensitive goods in long term categories (betweandb10 years) and some products are
subject to exclusions list.

In its agreements with ASEAN, ASEAN — China, ASEANKorea, 1J-EPA, Indonesia
has eliminated its tariffs immediately (reducedOfd — 5%) for a 90% of total tariff
lines (2008), 67.07% (2008), 79.36% (2008), and %8y 1st, 2008) of these partners
respectively. Indonesia has exclusions list inaggeement with ASEAN, ASEAN —
China, ASEAN — Korea, I1J-EPA, representing 0.58%otdl tariff lines, 10%, 7% and
7% of these partners respectively.
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II. ECONOMIC RELATIONS BETWEEN INDONESIA AND CHILE
1.1 Bilateral Trade in Goods

l11.12.A Chile

In 2008, bilateral trade between Chile and Indanesached a level of 398.7 million
dollars. This places Indonesia as Chile’s 0.32%baldrading partner. This figure is
well below what was recorded a few years ago, whiéateral trade flows reached
0.64% of Chile’s total (1999). The growth in trduktween Chile and Indonesia is the
result of a lower than average evolution in expamsl imports, thus generating an
increase in bilateral exchange around 108 % omlgesil999, less than the growth of
Chile’s global trade in the same period (323 %).

TABLE 3.1
TRADE BETWEEN CHILE AND INDONESIA, 1999 - 2008
(million of dollars and %)

1999 2000 2001 2002 2003 2004 2005 2006 2007 008

I. Indonesia
Exports (FOB)

Imports (CIF)
Trade Balance

Trade Exchange

96.7
94.6
2.1
191.2

103.7
80.8
22.9
184.6

41.9
86.3
-44.4
128.2

64.3
86.0
-21.7
150.3

77.0
78.0
-1.0
155.0

152.6
129.9

22.7
282.5

189.5
144.0

45.5
333.4

184.2
175.0

9.1
359.2

237.4
188.0

49.5
425.4

2104
188.9

21.4
398.7

I1. Global
Exports (FOB)

Imports (CIF)
Trade Balance

Trade Exchange

15,914.6
14,022.0

1,892.6
29,936.6

18,425.0
16,842.5

1,582.5
35,267.5

17,668.1
16,233.9

1,434.1
33,902.0

17,676.3
15,753.2

1,923.2
33,429.5

20,627.2
17,663.6

2,963.5
38,290.8

31,460.1
22,454.2

9,006.0
53,914.3

39,251.9
29,940.1

9,311.7
69,192.0

57,756.6
34,912.0
22,844.5
92,668.6

66,718.6
42,949.0
23,769.5
109,667.6

69,820.4
56,725.9
13,095.1
126,546.3

I11. Participation

Exports 0.61% 0.56% 0.24% 0.36% 0.37% 0.48% 0.48% 0.32%

0.50%
0.39%

0.36% d30%

Imports 0.67% 0.48% 0.53% 0.55% 0.44% 0.58% 0.48% 0.44% d4.33%

Trade Exchange 0.64% 0.52% 0.38% 0.45% 0.40% 0.52% 0.48% 0.39% d432%

Source: Studies and Informations Department, DIREQ@ne 2009), based on data from Central BanktofeC

The trade balance, exports minus imports, in 208&ked a surplus of 21.4 million
dollars that is far from the -44.4 million-dollaefitit of 2001. A traditional small
surplus in favor of Chile during the 1999-2008 pdriwas only a deficit during 2001-
2003, due to lower Chilean exports that have re@alsince 2004.

As in total trade exchanges, in 2008, the Indomes@nomy has reduced its share in
Chilean exports, accounting for 210.0 million ddla

Imports coming from Indonesia in 2008 reached 18@ion dollars, placing
Indonesia supplies with 0.33% of imported good€hde. Imports from Indonesia have
increased at a much lower pace than total impogts;hing between 1999 and 2008 a
growth of 99%, less than total imports, which imsed 305% in the same period.

[11.1.A.1 Exports
In 2000, Indonesia accounted for 0.56% of Chilelpagts. In 2008, given that in the
past five years Indonesia has reduced its impogetaisca market destination of Chilean
exports, it provides 0.30% of all exports, thus giraally reducing its share in exports.
This figure has not been stable and in the peraxifluctuated between 0.61% (1999)
and 0.24% (2001).
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TABLE 3.2
CHILE'S EXPORTS TO INDONESIA, 1999 - 2008
(million of dollars FOB and %)

1999 2000 2001 2002 2003 2004 2005 2006 2007 008
I. Exports to Indonesia 96.7 103.7 41.9 64.3 77.0 152.6 189.5 184.2 237.4 2104
II. Global Exports 15,914.6 18,425.0 17,668.1 17,676.3 20,627.2 31,460.1 39,251.9 57,756.6 66,718.6 69,820.9
1. Over Il 0.61% 0.56% 0.24% 0.36% 0.37% 0.48% 0.48% 0.32% 0.36% J30%
Exports to Indonesia - 7.3% -59.6% 53.5% 19.7% 98.1% 24.2% -2.8% 28.9% 14.0%
Global Exports - 15.8% -4.1% 0.0% 16.7% 52.5% 24.8% 47.1% 15.5% 2¢.9%

Source: Studies and Informations Department, DIRE@One 2009), based on data from Central BankhifeC

Indonesia only increased its standing as a buyasuored in export share between 2001
and 2008, in which exports increased a record 40d%raging annually a rate of
growth of 26%, which compares to the 295% growtigliobal exports in the same
period (an average of 22% annually). On the otledhit is interesting to point out that
this increase in exports has not been continuotiseirwhole period (1999-2008)- with
2 years with a reduction in exports and 6 years &ipositive growth- without a trend
to increase exports share.

Indonesia represents an expanding market of 24Didmpeople (% in the world) and
imports for US $ 128.8 billion (31in the world), rapidly growing.
TABLE 3.3

CHILE'S EXPORT TO INDONESIA ACCORDING TO ISIC, 1999 - 2008
(million of dollars FOB)

1999 2000 2001 2002 2003 2004 2005 2006 2007 008
1. Agriculture, Fruit, Livestock Silviculture and E xtractive 0.2 0.7 0.4 0.3 1.0 3.7 23 3.8 1.9 4.6
Fishery
Agriculture, Fruit and Livestock 0.1 0.7 0.3 0.3 1.0 3.7 2.3 3.8 1.8 4.5
Silviculture 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.1]
Extractive Fishery 0.0 - 0.1 - 0.0 - - - - 0.0
II. Mining 30.7 34.1 17.0 21.7 225 8645 1312 90.2 83.8 80.7]
Copper 6.9 5.2 2.7 3.8 3.4 38.3 61.0 433 - 1.1
Other 23.7 29.0 14.4 17.9 191 826.2 70.2 46.9 83.8 79.6)
111 Industry 65.8 68.9 24.5 42.3 53.5 112.8 55.9 90.2 151.8 124.7|
Foodstuff and beverages 19.3 8.5 6.0 9.8 13.3 14.8 20.7 21.8 9.0 7.0
Textiles and apparel - 0.0 0.1 0.1 0.0 - 0.0 0.2 0.0 0.0
Forestry and Furniture 0.1 0.4 0.2 0.1 0.0 0.0 - 0.0 0.3 0.2]
Cellulose, paper and by-products 43.3 483 13.8 30.0 35.7 95.1 33.9 64.4 131.3 103.3
Proccessed and unproccessed chemicals 3.0 7.2 2.0 11 1.6 2.9 0.9 21 3.2 5.2
Glass, clay and porcelain products - - - - 0.6 0.0 0.0 - 0.0 0.1]
Basic steel and iron industry 0.1 0.1 0.1 0.1 0.0 0.0 0.2 0.5 0.7 2.1
Metal products, machinery and equipment 0.0 4.4 2.2 1.2 2.1 0.0 0.1 11 7.3 6.5
Non specified manufactures - - - - - - - - 0.0 0.4
IV. Others - 0.0 - - - - 0.0
V. Total Exports 96.7 103.7 41.9 64.3 77.0 981.0 189.5 184.2 237.4 210.0

Source: Studies and Informations Department, DIREGjOne 2009), based on data from Central BankhifeC

A sample of the dynamic success of the Indonegaanomy are the economic results
of 2008, where exports reaclied record high of US $ 136.84 billion and GDP gtowt

reached 6.1% in 2008, recording 6.4% in 2007 aB#&o5n 2006. Although Indonesian

exports are diversified, Japan is the largest buytr 20.7% of total exports. Indonesia
(2008 figures) imports US $ 536 per person, butartgofrom Chile only reached to

0.15% of total imports, i.e. about US $ 0.8 persparcome from Chile.

n.1.A.1.1 Export Sectors

Table 3.4 allows appreciating that Chilean exptotgards Indonesia are concentrated
mainly within two sectors (mining and industry), iain account for 97.8% of total
exports to Indonesia. Although the industrial sea dominant sector, its importance

% Including re-exports
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has been reduced, due to the higher mining (noperpexports to Indonesia. In 2008 it
represented 59.4% of total exports.

TABLE 3.4
STRUCTURE OF CHILE'S EXPORTS TO INDONESIA ACCORDING TO ISIC, 1999 - 2008
(%)
1999 2000 2001 2002 2003 2004 2005 2006 2007 008
Li/s-\r?;cyulture, Fruit, Livestock Silviculture and E xtractive 0.2 0.7 10 0.4 13 0.4 12 21 08 22
Agriculture, Fruit and Livestock 0.1 0.6 0.7 0.4 1.3 0.4 1.2 2.1 0.8 2.2
Silviculture 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Extractive Fishery 0.0 - 0.2 - 0.0 - - - - 0.0
1. Mining 317 32.9 40.6 33.8 29.2 88.1 69.2 49.0 35.3 38.4
Copper 7.2 5.0 6.3 5.9 4.4 3.9 32.2 235 - 0.5
Other 245 27.9 34.3 27.8 24.8 84.2 37.0 255 35.3 37.9
111 Industry 68.1 66.4 58.4 65.8 69.5 11.5 29.5 49.0 63.9 59.4]
Foodstuff and beverages 20.0 8.2 14.4 15.3 17.3 15 11.0 11.8 3.8 3.3
Textiles and apparel - 0.0 0.3 0.1 0.0 - 0.0 0.1 0.0 0.0
Forestry and Furniture 0.1 0.4 0.5 0.2 0.1 0.0 - 0.0 0.1 0.1
Cellulose, paper and by-products 448 46.6 33.0 46.7 46.4 9.7 17.9 35.0 55.3 49.2
Proccessed and unproccessed chemicals 31 6.9 4.8 1.7 2.1 0.3 0.5 1.2 1.4 2.5
Glass, clay and porcelain products - - - - 0.8 0.0 0.0 - 0.0 0.0
Basic steel and iron industry 0.1 0.1 0.2 0.1 0.1 0.0 0.1 0.3 0.3 1.0
Metal products, machinery and equipment 0.0 4.2 5.3 1.8 2.8 0.0 0.1 0.6 3.1 3.1
Non specified manufactures - - - - - - - - 0.0 0.2]
IV. Others - 0.0 - - - - 0.0
V. Total Exports 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0  100.0 100.0]

Source: Studies and Informations Department, DIREGjOne 2009), based on data from Central BankhifeC

It is worthwhile to highlight that the industriaéstor has also shown growth (industrial
exports increased by 68% in 2007), where cellulgsmmer and by-products have
increased its importance in total exports (49.2%qforts in 2008), the largest decrease
has come from the foodstuff and beverages ind§3t8%o of total exports in 2008), and
the increase of processed and unprocessed chelf@dcE@s of total exports in 2007) and
fruits (2.2% of total exports in 2008). The latigla clear example of how the growth in
the demand of the non-traditional Chilean expois been able to develop a new
market for those products and to change the streictiuexports.

Within the industrial sector, the main exports aedlulose, paper and by-products
(49.2% of exports), followed by food products (3.3%6 total exports) and metal
products, machinery and equipment (3.1%).

The 25 main products concentrate 98.4% of all ofil€ah exports to Indonesia (in
2008), and chemical wood pulp has the largestqypatiion in total exports: in 2008 its
share in total exports was of 48.8%.
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TABLE 3.5
CHILE'S MAIN EXPORTS TO INDONESIA, 2008
(US$ FOB and %)
HS Description
FOB %

26011210| Iron pellets 76,826,170. 36.€
4703210 |Chemical woodpulp, soda or sulfate, other than disdving grades (coniferous) 75,589,459. 36.C
4703291 |Chemical woodpulp, soda or sulfate, other than disdving grades (eucalyptus) 26,938,813. 12.¢
8708403 | Transmissions for motor vehicles and its parts oftém 87.03 5,483,175. 2.€
28342110 Nitrates, containing more than 98 percent by weighof potassium nitrate 4,149,143. 2.C
806103!| Table grapes red globe 3,848,295. 1.8
23012011 Flour, meal&pellets of fish, crust with a protein ontent of less than 66 % in weight (standard). 2,745,76€4 1.2
3105901 |Potassium sodium-nitrate fertilizer 1,779,648. 0.8
7602000 |Aluminum scrap and waste 1,255,112.1 0.€
74031100| Refined copper cathodes and sections 1,085,911.2 0.t
2301201 |Flour, meal&pellets of fish, crust with a protein mntent of more than 68 % in weight (super prime). 814,815.: 0.4
47031100f Chemicals wood pulp unbleached of coniferous 716,670. 0.2
1504201 |Fish oils, crude 699,515. 0.2
3102500 |Sodium nitrate 648,616. 0.2
2301201 |Flour, meal&pellets of fish, crust with a protein mntent of more than 66 % in weight and less than8% (prime). 617,346. 0.:2
303222 Salmon atlantic and Danube frozen exc. Headingsykrs 476,496. 0.2
7204290 |Waste and scrap other steel 451,551.1 0.2
8431432 |Parts of boring or sinking machinery,whwther or not self-propelling 419,602. 0.2
2836¢10C | Lithium carbonate 386,865.! 0.2
9503009 |Other toys, excpet those already mentione 367,105. 0.2
2834219 |Other potassium nitrates, except with a potassiumitrate content of more than 98% in weight. 318,849.! 0.2
8517120 |Cellular phones 293,534, 0.1
2825200 |Lithium oxide and hydroxide 255,939.: 0.1
7204590( | Other hollow tubes and shapes circular-section oftber alloy 239,755. 0.1
3913102 |Alginic salts, in primary form. 213,424, 0.1
Total Main Products 206,621,585. 98.2
Other Products 3,392,801. 1€
Total Exports 210,014,386. 100.(

Source: Studies and Informations Department, DIRECON (june 2009), based on data from Central Bank of kile.

Note: Chemical wood pulp is the sum of items 47@&Rand 47032910, for a total amount of US $
102,528,273; with 48.8% of exports

.1.A.1.2 Export products

Chile, in 2008 exported 100 products to the Ind@wesnarket. This figure only
represents 1.9% of the total number of products @ale exported to the world in the
same year.

Also it can be seen that out of the twenty fiveducts, 20 are related to the industrial
sector (including food industry and fruits) and @aat for 61.6% of all exports to
Indonesia. Eight industrial, agricultural and fistpiproducts are responsible for 58% of
Chilean exports to Indonesia.

[11.1.A.2 Imports

As it has been said before, Indonesia is the seppfi0.33% of the imported goods to
Chile, registering in 2008 imports of 188.6 millidollars. This represents an increase
of 0.4% in comparison with the previous year andha same time, represents a record
high level, and an increase over the earlier ingpior2005 of 31%.

%9 Chile exported 5.161 products in 2008
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TABLE 3.6
CHILE'S IMPORTS FROM INDONESIA, 1999 - 2008
(millions of dollars CIF and %)

1999 2000 2001 2002 2003 2004 2005 2006 2007 20p8
Total
. Imports from Indonesia 94.6 80.8 86.3 86.0 78.0 1299 440 175.0 188.0 188.6
II. Global Imports 14,022.0 16,8425 16,2339 15,753.7,663.6 22,454.2 29,940.1 34,912.0 42,949.0 56,7p5.6
l. over II. 067%  0.48%  053% 055%  0.44% 058%  0.48%  0.50%0.44%  0.33%
Growth
Imports from Indonesia - -14.6% 6.8% -0.3% -9.3% 66.5% 9. 21.5% 7.4% 0.3%
Global Imports - 20.1%  -3.6% 3.0% 121%  27.1%  33.3%  16.6% 3.0%  32.1%

Source: Studies and Information Department, DIREGJDNe 2009), based on data from Central Bank deCh

In terms of the behavior of imports coming from dnésia between 1999 and 2008,
these have experienced irregular rates of growtimgalthe whole period, with a
reduction in 3 years (2000, 2002 and 2003).

TABLE 3.7
‘'RUCTURE OF CHILE'S IMPORTS FROM INDONESIA ACCORDI NG TO TYPE OF GOOD, 1999 - 2
(%)
1999 2000 2001 2002 2003 2004 2005 2006 2007 P008

1. Consumer Goods 33.1 42.3 415 30.6 28.6 225 23.1 19.3 21.7 28.5
Il Intermdiate Goods 65.0 55.2 55.2 63.8 60.1 66.3 65.6 69.6 61.6 59.6

Petroleum - - - - - - - - 11.7

Other fuels and Lubricants 38.6 253 26.9 37.1 9.9 31.6 41.5 45.4 13.2 25.4)
1ll. Capital Goods 1.9 25 3.2 5.6 11.3 11.1 11.2 11.2 16.7 11.9
IV. Total Imports 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Studies and Informations Department, DIREQjOne 2009), based on data from Central BankhofeC

Table 3.7 shows the type of goods that are impdrted Indonesia. It is apparent that
the majority of imports are concentrated in consugmds and in intermediate goods
that account respectively for 28.5% and 59.6% d&ltamports originating from
Indonesia in 2008. It's important to note thathisttype of product, Indonesia accounts
for a small fraction of our capital goods and démmediate goods.

TABLE 3.8

CHILE'S IMPORTS FROM INDONESIA ACCORDING TO TYPE OF GOOD, 1999 - 2008
(millions of dollars CIF)

1999 2000 2001 2002 2003 2004 2005 2006 2007 P008
1. Consumer Goods 31.3 34.2 35.9 26.3 223 29.3 33.3 33.7 93013 53.7
Il. Intermdiate Goods 61.5 44.6 47.7 54.8 46.9 86.2 94.5 121.8 26,456.0 1125
Petroleum - - - - - - - - 5,018.3 -
Other fuels and Lubricants 36.5 20.4 23.2 31.9 7.8 41.0 59.7 79.4 56738 48.0
1ll. Capital Goods 1.8 2.0 2.8 4.8 8.8 14.4 16.2 19.6 7,191.8 22.4
IV. Total Imports 94.6 80.8 86.3 86.0 78.0 129.9 144.0 175.0 42,949.0 188.6

Source: Studies and Informations Department, DIREQjOne 2009), based on data from Central BankhofeC

The latter, together with the fact that global imtpoin consumer goods have been
increasing over the years, imply that there has l@eeéeviation in imports where the
Chilean economy prefers to buy goods consumer gfvods other traditional suppliers
instead of Indonesia.

Capital goods imports are a smaller portion of ingpdrom Indonesia, but have
increased in the last few years, reaching to 1109%tal imports from that country in

2008.

In terms of how the import mix has evolved over 1899 — 2008 period, it can be said
that there has been a certain amount of shufflilginvthe types of goods, showing an
increase in the share of capital goods. Since 268gital goods have increased their
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presence in total imports from a 5.6% of importsicg from Indonesia to the 11.9%
reached in 2008.

Table 2.9 shows imports according to ISIC prodwcsectors. As it can bee seen 62%
of all imports come from the industrial sector amd mainly metal products, machinery
and equipment and textiles and apparel.

TABLE 3.9

IMPORTS FROM INDONESIA ACCORDING TO ISIC, 1999 - 2008
(million of dollars CIF)

1999 2000 2001 2002 2003 2004 2005 2006 2007 008
LiSAr?enr(;ulture, Fruit, Livestock Silviculture and E xtractive 5.9 42 6.9 6.9 117 211 187 242 212 24.2
Agriculture, Fruit and Livestock 57 3.7 6.3 6.4 10.7 19.6 16.8 22.4 18.0 17.7]
Silviculture 36.5 20.4 23.2 31.9 7.8 41.0 59.7 79.4 80.7 48.0
Extractive Fishery 0.2 0.5 0.6 0.5 1.0 15 1.8 1.7 31 6.5
II. Mining 36.5 20.4 23.2 31.9 7.8 41.0 59.7 79.4 80.7 48.0
Copper - - - - 0.0 - - - - -
Other 36.5 20.4 23.2 31.9 7.8 41.0 59.7 79.4 80.7 48.0
11l Industry 52.2 56.2 56.2 47.2 58.5 67.8 65.6 71.4 86.1 116.5)
Foodstuff and beverages 3.1 2.0 1.8 24 2.0 1.8 35 33 3.1 5.5
Textiles and apparel 21.8 21.3 21.1 15.7 14.0 16.1 12.1 17.0 17.9 22.8]
Forestry and Furniture 1.3 1.7 1.3 1.0 0.9 1.9 21 2.7 2.3 2.9
Cellulose, paper and by-products 16 45 2.2 2.2 1.8 2.0 23 1.7 1.2 1.7]
Proccessed and unproccessed chemicals 6.4 7.2 8.3 5.3 17.0 16.7 10.9 8.5 19.3 12.7]
Glass, clay and porcelain products 46 5.1 4.2 3.3 3.2 25 3.0 3.4 3.2 2.1
Basic steel and iron industry - 0.0 0.0 0.0 - 0.0 0.0 0.1 0.0 2.6
Metal products, machinery and equipment 125 13.1 16.2 16.2 18.3 24.8 295 325 35.9 62.8|
Non specified manufactures 0.8 1.3 1.0 11 1.2 1.9 23 23 3.1 3.3
IV. Others 0.0 0.0 - 0.0 0.0 0.0 0.0 0.0 0.0 0.0
V. Total Imports 94.6 80.8 86.3 86.0 78.0 129.9 144.0 175.0 188.0 188.6)

Source: Studies and Informations Department, DIRE@One 2009), based on data from Central BankhifeC

Contrarily to exports, imports show a higher degoéeliversification. In 2008 Chile
imported from Indonesia 791 different products, ehaccounts for 12% of the number
of products that Chile imports form the wdfldTable 3.10 shows the top twenty five
products that Chile imports from Indonesia, whiepresent on aggregate 70.4% of
total imports that are of Indonesian origin, thérgiving an example of how more
diversified imports are than exports. It can alssben that the majority of the products
belonging to the top twenty five are manufactugpmgducts.

“0 Chile imported 6,492 different products form therka in 2008
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TABLE 3.10

CHILE'S MAIN IMPORTS FROM INDONESIA, 2008

(US$ CIF and %)

HS Description
CIF %

2701190¢ Other coal whether or not pulverized buitagglomerated 47,969,857 25.4
40012200 Technically specified natural rubbers Jtsnr 17,132,747 9.4
8402119¢ Water tubes boilers with a steem produetimeeding 45T per h 6,631,139 3.5
1212209@ Other seaweeds (including durvillaea flavicgigartina macr 6,482,292 34
87032391 Automobiles for tourism with cylinder >15@9=< 3000 cc 5,597,637 3.
8703229} Automobiles for tourism with cylinder >1080=< 1500 cc 4,840,679 2.4
84181012 Combined refrigerators-freezers, fittedh\eitternal separate devices, with a capacity exeg@D0OL 4,730,837 2.5
7308900¢ Other building structures and parts ofcatines of iron or 4,279,212 2.3
28070009 Sulphuric acid; oleum 3,602,454 19
8507101(¢ Lead-acid electric accumulators of a kisetifor starting pistol 3,061,427 1.4
8527211(¢ Radio rec nt capable of op w/o externaicgoaf power for motor vehicles 2,785,327 19
5509533( Yam of polyester staple fibres mixed wiittan, not pu up 2,634,099 14
8704312} Gas powered trucks with a GVW exceedingkg@and less than 2,469,447 1.3
6403191(¢ Sports footwear, other than ski, outer abtabber/plastic/leather & upper sole of leather 2,428,489 1.3
8504222( Liquid dielectric transformers having a pohandling capacity of + 650 kva but - than 1000 2,104,789 1.3
87043119 Gas powered trucks with a GVW not exceeflifignnes 2,029,024 1.3
84212199 Callandering/other rolling machinery 1,962,779 14
8525803( Television cameras, digital cameras anebvaémeras recorder 1,891,537 1.4
6403999} Footwear, outer soles, of rubber/plastpeupf leather, nes, soles less than 24 cm. 1,642,263 0.9
2008201} Pineapples nes, o/w prepared or presesuatkd, sweetened, etc. 1,564,709 0.9
1504201@ Fish fats&oils and their fractions exc.driwefined/not, not chemically 1,498,384 0.9
8506801(¢ Other dry cell of 15 volts nominal tension 1,459,909 0.9
6403199(¢ Other Sports footwear, other than ski,ragte of rubber/plastics/leather & upper solesather 1,379,597 0.7
8474909(¢ Parts of sorting/screening/mixing/crushjrigtling/wasihng/agglomerating 1,344,181 0.7
8537209(¢ Borads, panles, including numerical comtaiels for a voltage + than 1000 v. 1,314,943 0.7

Total Main Products 132,837,745. 70.4

Other Products 55,806,563.B 296

Total Imports 188,644,309.1% 100.0§

Source: Studies and Informations Department, DIRECine 2009), based on data from Central Ban®ffe.

[11.1.B Indonesia

Bilateral trade between Indonesia and Chile overldéist decade has shown a dynamic
progress. Even though in 2002 the trade volumeheshthe lowest point of USD 118.1

million, it has been gradually improved year-by4#yaamtil it reached
performance in 2008, i.e. USD 402.6 million (TaBl&). Indonesia has negative trade
balances since 2004 because its imports from Clalee been twice as much of its
exports to Chile.

Table 3.11. Trade between Indonesia and Chile, 192908 (US$ Million and %)

its peak

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
I. Chile
Export 73.7 84.7 85.1 66.0 67.8 90.8 113.8 152.8 135.4 128.3
Import 88.9 109.0 57.0 52.1 62.1 1105 135.6 197.9 202.6 2743
Trade Exchange 162.6 193.8 142.2 118.1 129.9 201.2 2495 350.7 338.1 402.6
Trade Balance (15.3) (24.3) 28.1 13.9 5.7 (19.7) (21.8) (45.1) (67.2)  (146.0)
II. World
Export 48,6655 62,124.0 56,3209 57,1588 61,0582 71,5846 85660.0 100,798.6 114,100.9 137,020.4
Import 24,0033 335148 30,962.1 31,2889 32550.7 46,5245 57,7009 61,0655 74,4734 129,197.3
Trade Exchange | 72,668.7 956388 87,2830 88,4476 93,608.9 118,109.1 143,360.8 161,864.1 188,574.3 266,217.7
Trade Balance 18551.0 20,2621 18,1943 20,282.9 22,467.0 21,1468 26,1851 37,486.6 39,4717  9,249.7
[II. Share (%)
Export 0.15 0.14 0.15 0.12 0.11 0.13 0.13 0.15 0.12 0.09
Import 0.37 0.33 0.18 0.17 0.19 0.24 0.24 0.32 0.27 0.21
Trade Exchange 0.22 0.20 0.16 0.13 0.14 0.17 0.17 0.22 0.18 0.15
Source: Indonesia Statistics

[11.1.B.1 Exports

Indonesia’s exports to Chile have been ups and dotkports to Chile grew by 34.2
per cent in 2006, the highest growth in this dec&gort value to Chile in 2006 was
approximately doubled compared to export value 9991 But Indonesia’s export to
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Chile started to decrease since 2007 despite Istiiadnigh export growth to the rest
of the world. Such decrease also diminishes the obl Chile as Indonesian export
destination country.

Table 3.12. Indonesia's Exports To Chile, 1999 — @8 (US$ Million FOB and %)

1999 2000 2000 202 2003 2004 205 2006 2007 2008

| ExpottoChle] 737 847 8.1 660 678 908 138 1528  1%4 1283

I Word Export | 48,6655 621240 563209 57,1588 610582 7L5846 85,6600 1007986 114.100.9 1370204

Share (%) 05 04 05 0L 01 013 013 015 012 009
Growth (%)

| Export to Chie 503 048 (259 285 RH  BL BB QL% (29

I Word Export 766 (03 149 68 24 1966 1767 1320 2009

Source: Indonesia Statistics

Indonesian export products to Chile are mainly eotrated on industry and mining
sector, with small amount on agriculture, fisheagd forestry sector. At least 60 per
cent of Indonesian exports to Chili were classifesl industrial products Mining

exports also has substantial share in Indonesigisres to Chile, particularly in 2006

and 2007.

Table 3.13. Indonesia's Export to Chile by Sectof,999 — 2008 (US$ thousand)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Agriculture, fishery, forestry 539.6 588.7  1,0435 628.2 7865 10814 8300 41581 25030 61472
Agriculture 501.2 588.7  1,0435 628.2 7865 10814 8300 41581 25030 61472
fishery
forestry 38.4
Mining 19,882.2 16,7879 245250 175678 17,3409 19996.7 434660 65569.7 519322  20499.7
Coal 198822 16,7879 237150 175678 173395 1999.7 434660 65569.7 51,9322 20,486.0
Tin Ores And Concentrates 810.0 - -
Other Mining Product - - - - 14 - - - - 13.7
Industry 532399 67,3484 594885 47,7492 49,7065 69,6853 695422 830699 80,9985 101,642.3
Motor Vehicles 4 And More
Cycles 1503 18226 92698 10,1413 147014
Footwear Of Leather, Rubber
And Canvas 82034 98530 91089 30694 3826 76589 72056 87699 79392 138532
Other Industrial Products 27063 10214 13614 16938 7744 6410 28088 12716 59476 12,3368
Electrical Equipment 18608 23525 26067 35267 31072 35511 39825 47650 74927 10,4516
Other Textile 73582 67401 56161 44558 50209 56082 7041 95331 75141 87576
Garments 79004 102587 60566 36581 37603 40803 36057 46974 48119  6,726.0
Crumb Rubber 32185 26751 46640 56510 83178 128635 94221 136868 93046  6,707.4
Inorganic Chemical 0.2 - - - 22983 34009 - - - 4,942.0
Audio Visual 33854 123876 12,0310 52766 34912 40659 51625 12608 17667 35731
Fruits And Vegetables
Prepared 1,596.3 591.7 574.4 994.0 935.0 10247 20923 18961 9814 26742
Paper And Paper Products 15297 42574 14528 20773 15164 20667 19089 17133 21522 25021
Bath And Wash Soaps 320.1 444.1 759.7 5224 634.8 595.1 514.6 530.9 5862 15483
Others 0.1 9.7 80.8 112 0.2 0.2 09 35 8.2 39
Total Export 736618 847347 851378 659563 67,8341 90,7636 1138392 1528011 1354419 128293.0

Source: Indonesia Statistics
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Table 3.14. Structure of Indonesia's Export to Chig by Sector, 1999 — 2008

(%)
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
Agriculture, fishery, forestry 0.7 0.7 12 10 12 12 0.7 27 18 48
Agriculture 0.7 0.7 12 10 12 12 0.7 27 18 48
fishery - - - - - - - - - -
forestry 0.1 - - - - - - - - -
Mining 210 198 288 266 256 20 382 29 33 160
Coal 210 198 219 266 256 20 382 429 33 160
Tin Ores And Concentrates - - 10 - - - . . . -
Other Mining Product - - - - 0.0 - - - - 0.0
Industry 13 195 69.9 14 133 168 611 544 59.8 192
Motor Vehicles 4 And More
Cycles - 0.2 - - - - 16 6.1 15 115
Footwear Of Leather, Rubber
And Canvas 1l 116 107 47 56 84 6.3 57 59 108
Other Industrial Products 37 12 16 26 11 0.7 25 08 44 96
Electrical Equipment 25 28 31 53 46 39 35 31 55 8.1
Other Textile 100 80 6.6 6.8 14 6.2 6.2 6.2 55 6.8
Garments 107 21 11 55 55 45 32 31 36 52
Crumb Rubber 44 32 55 8.6 123 142 83 90 69 52
Inorganic Chemical 00 - - - 34 37 - . . 39
Audio Visual 46 1456 141 8.0 51 45 45 08 13 28
Fruits And Vegetables
Prepared 22 0.7 0.7 15 14 11 18 12 07 21
Paper And Paper Products 21 50 17 31 22 23 17 11 16 20
Bath And Wash Soaps 04 05 0.9 08 09 0.7 05 03 04 12
Others 00001 00114 00949 00170 00003 00002 00008 00023 00061  0.0030
Total Export 1000 1000 1000 2000 1000 1000 1000 2000 12000 1000

Source: Indonesia Statistics

Indonesian exports to Chile has been relativelyceantrated. In 2008 Indonesia
exported 817 types of goods to Chile represeriinhg per cent of Indonesia’s export
products to the world. Twenty five major productsntibuted 69.3 per cent to
Indonesia’s exports to Chile. Coal is Indonesiaanrexport to Chile in 2008 with 16
per cent share in Indonesia’s total export to Chiher main products are rubber,
clothing, and other industrial products presentet@iable 3.5.
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Table 3.15. Indonesia's Main Exports to Chile, 20072008 (US$ Thousand FOB

and%)
0
HS Code sl Value (US$ Trend Structure (%)
2006 2007 2008 06-08 2006 2007 2008
2701121000 |Bituminous coal: coking coal 55,639 40,183 20,486 -39.3 36.4 29.7 16.0

4001222000 |Tsnr : oth standard indonesian rubber 13,687 9,305 6,707 -30.0 9.0 6.9 5.2
S ports footwear not fitted with studs,
6403199000 |bar & the like 4,552 4,184 6,276 17.4 3.0 3.1 4.9
Oth seaweeds & oth algae, fresh,
chilled , dried,primarily for human

1212209000 |consumption 376 1,078 2,719]  169.1 0.2 0.8 2.1
Pineapples, othwise

2008200000 |prepared/preserved 1,734 682 2,141 11.1 1.1 0.5 1.7
Cable yarn,of uncombed fibres per
singleyarn

5205320000 [232.56<measur<714,29,cot>85% 313 226 1597 1258 0.2 0.2 1.2

Manganese dioxide having external
volume <=300 cm of primary

8506101000 |cellbatteries 1,281 2,210 1,559 10.3 0.8 1.6 1.2
S ports footwear with outer
6402190000 |soles,rubber or plastics 1,138 1,158 1,499 14.8 0.7 0.9 1.2

Oth wash prep & clean prep,incl
bleach cleans & degreas prep,liquid,

3402201900 |retail 294 439 1,425 120.2 0.2 0.3 1.1

6108310000 |Nightdresses & pyjamas of cotton 951 819 1,239 14.2 0.6 0.6 1.0
S ports footwear fitted with studs, bar

6403191000 |& the like,foot ball, running,golf shoes 1,269 711 1,190 -3.1 0.8 0.5 0.9

Manganese dioxide having external
volume > 300 cm of primary

8506109000 |cellbatteries 617 1,057 1,181 38.3 0.4 0.8 0.9

4809200000 |S elf-copy paper 1,001 501 1,066 3.2 0.7 0.4 0.8
0Oth accumulator of a kind used not for

8507809000 |aircraft 873 537 950 4.3 0.6 0.4 0.7

5402330000 |Textured yarn of polyesters 1,329 871 692 -27.8 0.9 0.6 0.5
Oth board for electric control for a

8537209000 |voltage > 1000 volt 85 2 662 178.4 0.1 0.0 0.5

4001219000 |Natural rubber in oth forms 1,434 306 646 -32.9 0.9 0.2 0.5

0Oth musical instruments, the sound is
9207900000 |produc /must be amplified,electrically 339 269 593 32.3 0.2 0.2 0.5
Men/boys "' anorak, wind-

cheaters fjackets of oth man-made

6201930090 |fibres 39 76 580 286.6 0.0 0.1 0.5
Black tea (fermented), in packing > 3
0902409000 [kg other than leaf 29 127 565 340.2 0.0 0.1 0.4
9028301000 [Kilowatt hour meters 459 825 544 8.9 0.3 0.6 0.4
0801110000 |C oconuts, desiccated, fresh or dried 123 292 533 108.0 0.1 0.2 0.4
2905440000 |D-glucitol (s orbitol) 148 335 467 77.4 0.1 0.2 0.4
8507101000 [Lead-acid of a kind us ed for aircraft 160 1,139 446 66.9 0.1 0.8 0.3
Single yarn cont>=85% by weight of
5509210000 |polyester staple fibres 329 295 371 6.1 0.2 0.2 0.3
Sub Total 88,199 67,626 56,134 -20.2 57.7 49.9 43.8
QOthers 64,602 67,816 72,159 5.7 42.3 50.1 56.2
Total 152,801) 135,442 128,293 -8.4 100 100 100

Source: Indonesia Statistics

[11.1.B.2 Imports

In contrast to Indonesia’s exports to Chile, Inddas imports from Chile have
increased steadily in the last two years. The imfsom Chile has increased by more
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than three times in 2008 compared with that of years ago. Nevertheless, share of
Chile in Indonesia’s imports decreased from 0.33ceat in 2000 to 0.2 in 2008.

Table 3.16. Indonesia's Imports from Chile, 1999 2008 (US$ Million and %)

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008|
I. Import from Chile 88.9 109.0 57.0 521 62.1 1105 1356 197.9 202.6 2143
Il. World Export 240033 335148 309621 31,2889 32550.7 465245 57,7009 61,0655 744734 1291973
Share (%) 0.37 0.33 0.18 0.17 0.19 0.24 0.24 0.32 0.27 021
. Import from Chile 22.59 (47.69 (8.65) 19.19 71.92 22.75 45.96 2.37 35.36
Il. World Export 39.63 (7.62) 1.06 4.03 42.93 2402 583 21.96 7348

Source: Indonesia Statistics

Indonesian import structure from Chile is signifidgt concentrated in a very few
products. Around 76 per cent to 84 per cent dbiesia’s imports from Chile have
been dominated by iron ores and chemical wood pipaddition, 6 main products of
imports contributed more than 90 per cent of Ingdaaig total import from Chile in

2008. The 25 major products had share of 99 perfuan total import.

Table 3.17. Indonesia's Main Imports from ChileQ26- 2008
(US$ Thousand FOB and %)

HS Sesstaien Import (US$'000) Structure (%) Growth (%)
2007 2008 2007 2008 2007/08

2601110000 |[Iron ores and concentrates, other t| 94,926 148,335 46.8 54.1 56.3
4703210000 |Chemical wood pulp, soda, oth thg 76,226 62,005 37.6 22.6 (18.7)
2601120000 |Iron ores and concentrates, other | 0 16,536 0.0 6.0 -
4703290000 |Chemical wood pulp, soda, oth thg 7,453 12,509 3.7 4.6 67.8
3104900000 [Oth potassium salts 4,395 6,435 2.17 2.3 46.4
8708501100 |Drive-axles of subheading 8701.10 3,217 6,070 1.6 2.2 88.7
0806100000 |Grapes, fresh 2,104 5,575 1.0 2.0 164.9
2301200000 |[Flours,meals&pellets,of fish/crustg 6,399 4,391 3.2 1.6 (31.4)
7602000000 [Aluminium waste and scrap. 308 1,428 0.2 0.5 363.0
8708402300 |Gear boxes, assembled for vehicle (0] 1,309 0.0 0.5 -
1604131900 |Sardines, prepared or preserved in 9 1,216 0.0 0.4 13,778.2
4703110000 |Chemical wood pulp, soda, oth thg 1,498 823 0.7 0.3 (45.1)
0808100000 |Apples, fresh 400 531 0.2 0.2 32.9
3102500000 |Sodium nitrate 270 530 0.1 0.2 96.0
8431430000 |Parts of boring/sinking mach of su 30 490 0.0 0.2 1,527.8
7204490000 |Other ferrous waste and scrap : 0 422 0.0 0.2 -
3105900000 |Oth mineral or chemical fertilisers 240 396 0.1 0.1 65.2
4421904000 |Candy-sticks, ice-cream sticks & 0 392 0.0 0.1 -
4701000000 |Mechanical wood pulp. 0 373 0.0 0.1 -
1604159000 |Mackerel, prepared or presened, i 98 372 0.0 0.1 278.8
9018399000 |Other cannulae and the like (0] 335 0.0 0.1 -
1504209000 |Fats & oil of fish, not liver oils othe 429 313 0.2 0.1 (27.1)
2834210000 |Nitrates of potassium 292 308 0.1 0.1 5.4
2836910000 |Lithium carbonates 73 293 0.0 0.1 302.2
1504201000 |Fats & oil of fish, not liver oils solid 190 279 0.1 0.1 47.0
Total Main Products Import 198,557 271,667 98.0 99.0 36.8
Other Products 55,080 39,394 27.2 14.4 (28.5)
Total Import 202,632 274,276 100.0 100.0 35.4

Source: Indonesia Statistics

1.2

Bilateral Trade in Services

l11.2.A Chile

Unfortunately, in this area of the bilateral redatithere is no reliable data accounting
the bilateral flow of services between Indonesid &hile. Even though there is no
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record of Indonesian trade in services to Chile, vawe detected some activity of
Chilean services in Indonesia, as maritime trarisggwices.

[11.2.B Indonesia

Unfortunately, in this area of the bilateral redatithere is no reliable data accounting
the bilateral flow of services between Indonesid &thile. Even though there is no
record of Indonesian trade in services to Chile, vawe detected some activity of
Chilean services in Indonesia, as maritime trartsggwvices. Similarly, Indonesian side
views that there is no available data for bilatéradle in services between Indonesia and
Chile for the current period of observation.

111.3 Bilateral Investments
[11.3.A Chile

[11.3.A.1 Chilean Investment in Indonesia

There are no official statistics on Chilean investinin Indonesia, given that there is
not yet any official methodology for accounting tars type of investment in Chile, and
no investments by Chilean companies were identficedhis study. In 2008, the stock
of Indonesian inward investment stood at US $ 63i#on*’, and we could not
establish investments coming from Chile of thaaltamount.

[11.3.A.2 Indonesian Investment in Chile

Direct investments by Indonesia were not identiied we may indicate that there is no
registered Indonesian investment for the periodt12J07 received by Chile.

[11.3.B Indonesia

There are no official statistics on Chilean investinin Indonesia, given that there is
not yet any official methodology for accounting tars type of investment in Chile, and
no investments by Chilean companies were identiicedhis study. In 2008, the stock
of Indonesian inward investment stood at US $ 63#on*, and we could not
establish investments coming from Chile of thataltcamount. In addition direct
investments by Indonesia in Chilean economy wetadentified and we may indicate
that there is no registered Indonesian investmanthie period 1974-2007 received by
Chile.

[11.3.B.1 Chilean Investment in Indonesia

Based on data from Coordinating Board of Investnierihdonesia, there is no actual
direct investment from Chile during 1990 to 2008.

[11.3.B.2 Indonesia: Indonesian Investment in Chile

There is no available data for Indonesian foreigaal investment in Chile during the
current period of observation.

41 CIA FACTBOOK
42 CIA FACTBOOK
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IV. TRADE AND INVESTMENT POLICIES

IV.1 Introduction

The basic features of the trade policy of Chile @sdinstitutions were presented in
preceding Chapter | ; a detailed presentationsopdlicies and instruments are further
developed in this chapter and its sections.

IV.2 Measures affecting Trade in Goods
IV.2.A Chile
IV.2.A.1 Tariffs

IV.2.A.1.1 General Tariffs

As a result of the Uruguay Round, Chile loweredisind tariffs from 35 to 25 percent,
save for those applicable to dairy products, whehgat flour, sugar and vegetable oils,
which were reduced to 31.5 percent. Today, tanff€hile stand at 6 percent (from 1
January 2003), the result of a five-year reducsicimedule established by Law No. 19589,
which was enacted on 14 November 1998. Chile Higt BFN custom tariff of 6% for
most products, which makes up over 98% of tarified. However, there are some
exceptions for sugar, wheat and wheat flour, wiaicd subject to @rice band system
(and thus to a specific duty), plus some measypesific to poultry (from heading
0207), which has a tariff of 25% On the other hand, some products are duty free,
including fire-fighting vehicles, helicopters, aiaft, and cargo and fishing vessels.

Chile has lowered its effectively applied tarifted to 1.5 percent (the 2007 average),
as compared to 3.2 perc&hin 2003 through the implementation of additiondAB
and other former trade agreements. In accordanite@Vile’s approach, in every FTA
most products have been included in immediate ortsin tariff reduction lists. The
products subject to special treatment (includebbmg term lists or not subject to tariff
elimination) are few in number and generally theneabetween FTAs, reflecting the
political importance of those products to Chilewéwer, certain additional products are
also protected in some FTAs on the request of aumterpart. Products that have
received special treatment in all agreements agarswheat and wheat flour and to a
lesser extent dairy products, rice and others.

Imported second-hand goods are subject to tarffdi@ble to new goods plus a 50
percent surcharge, except for capital goods anddg@ubject to the exemptions
established in section 0 of the Chilean Customsff§afdiplomats, armed forces,
charities, and others). The second type of goods ltave total or partial tariff
exemptions. Most goods included in this Sectiondarty-free, but others are subject to
ad valorem duties of 6 percent, which apply onlyewtihey are less than the duties
established in customs tariffs for the same g&odss addition, these goods will have
their delivery facilitated.

“3 The only measure to which poultry is subjected MIFN tariff of 12,5% (Since January 1 of 2009),
higher than the general 6% MFN. Law No. 19914 arfuary 1, 2006 establishes that the tariff will be
reduced gradually each year from 25% until it remob% on 1 January 2012.

“ That is, including preferential tariffs grantedrfAs

> Source: Camara Nacional de Comercio (Chilean Nati€hamber of Commerce)

6 Some second hand goods have a tariff higher tBanb@ing thus benefited with the 6% treatment in
this case.
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Additionally, imports of goods that classify as itapgoods are subject to 0% tariff
established in Law No. 20269 taken into force ineJ27, 2008.

A 10 percent tariff on added value applies to nepar work done to domestic products
that temporally are abroad for these purposes. fBxigs established in article 116 of
decree No. 175 of the Finance Ministry publishedrehbruary 5, 1974.

Chile applies the MFN tariff treatment to WTO meml&ates and also to non-WTO
countries (subject to such treatment under bilbtgmeeements, i.e. Russia and Lebanon).
Preferential treatment is only accorded to coumtrigith which Chile has trade
agreements. The purpose of such bilateral tradeeawnts is to reduce tariffs to O
percent.

Chile does not apply tariff quotas, except in cagkseciprocity (Article 88 of the
Central Bank Law) or in the framework of free tradgeements.

IV.2.A.1.2 Specific Tariffs

Chile imposes specific duties as a result of thgliegtion of price bands, which are
mechanisms established with the aim of stabiliziagestic prices. Such specific duties
apply to sugar, wheat, and wheat flour. Thus, thaiaistrative authority is allowed to
apply, at regular intervals, a specific duty (exged in US dollars) or a reduction of the
applied MFN tariff (currently 6 percent), accorditg the evolution of international
prices.

IV.2.A.2 Non-tariff Measures

IV.2.A.2.1 Taxes and Duties

Most imports are subject to the 19 percent Valuee®t Tax (VAT), which is also
applicable to domestic products. VAT is calculated CIF value plus import duty.
Capital goods imported for investment purposes b@aywAT exempt when imported
under the Chilean Foreign Investment Statute (Receav No. 600 of 1974), as long as
the capital goods are included in a list estabtisbg the Ministry of Econonfy. For
domestic investment projects, the exemption of A€, applies when the goods are
included in the above mentioned list, there isawal production of the capital goods to
be imported, together with other requirements tiaate to be complied all together.

Several products, including different luxury itenadcoholic beverages, gasoline and
vehicles are subject to other local taxes.

IV.2.A.2.2 Prohibited Imports

The Central Bank Law provides for the free impaotaf good&®. Nonetheless, there
still are some import prohibitions. For exampfaportation of second-hand vehicles is
prohibited on sanitary and environmental groungs,gursuant to measures established
by the authorities to combat air pollution in thaimcities. However, such prohibition
does not apply to second-hand vehicles importe@usection 0 of the Customs Tariffs
or to those who may be imported under total origladiuty exemptions.

*" The updated list is in Decree 370/2006. Since liteis very exhaustive, it has only had two
modifications to include two capital goods. To ibethe list, the product must be a machinery or
equipment

“8 Law 18525 is the main law that regulates inteomati trade and the Central Bank has no role imit.
the past the Central Bank could establish limitagion imports and that is why there is that provish
the Central Bank Act, but that is not related tovLE8525
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Import prohibitions also apply to goods that mafed public morals or affect sanitary
and phytosanitary safety. For instance, the importeof fruit infected with fruit fly is
prohibited. Pursuant to the Convention on Inteorati Trade in Endangered Species,
ratified by Chile, the importation of endangerecgarps and animals is prohibited.
However, these species may be imported with a appermit issued by the National
Commission for Scientific and Technological Reskarc

The following items cannot be imporféd

Used vehicles (unless covered by exceptions esktegaliwithin the existing rules).
Used motor cycles.

Used tires.

Asbestos in any of its forms.

Pornography items.

Industrial toxic wastes.

Dangerous merchandises for animal use, agricutiuneiman health (as examples;
some plague control materials for agricultural tegs and children “s items that may
contain toxic components, other items), which aohibited by the Ministry of
Health, Ministry of Agriculture or other Chileanlglic organizations.

» Other merchandises that according to Chilean culagrs are with a prohibition to
be imported.

IV.2.A.2.3 Quantitative Restrictions-Import Licences, Quotasgtc.
Chile applies a duty free quota of 60,000 tonsstagar within the framework of WTO,
as a result of the renegotiation of its bound cditiariff. Additionally there is a quota of
45,000 tons of sugar that are given to specifimtoes due to FTAS. Quotas in the case
of sugar are as follows:

Contingents:

A. Sugar HS code 1701.99.00 60,000 ton (Argentind,0GD ton,
Guatemala 16,700 ton, Brazil 9,700 ton and
any other origin 12,600)

B. Sugar HS code 1701.91.00 30,000 ton (Colombj@dband any other
origin 15,000)

C. Sugar HS code 1701.91 and 1701.99 15,000 toliv{®®,000, Colombia 6,000,
Honduras 1,000 and any other origin 2,000)
* Duty out of quota for sugar:

The applied duty when imports exceed the sugaraggogstablished 12 times a year as
a specific duty or rebate, mechanism establishetdawy 19897 and Finance Ministry
Decree 831. The other products that are under tagystem are in the framework of
specific concessions in trade agreements.

On the other hand, preferential duty free quotaseieral products are being applied
within the framework of the FTAs.

* Price Band System

This system was modified in 2003, in conformancéhwviihe recommendations of the
WTO. A new legislative piece introduced reforms #éomore predictable, transparent

9 Original text is in Spanish. Further details ira8ish inwww.aduana.cl
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and non-discretional system. Moreover, the new #&wwinates edible oils from its
application, establishes new upper and lower berdérthe band, and the way these
borders should decrease until 2014.

Article 1 of Law N° 19897, that replaced Article b2 Law N° 18525 on the Rules on
Importation of Goods, establishes specific dutiesdollars of the United States of
America per tariff unit and rebates on the amoymdyable asad valoremduties
established in the Customs Tariff, which could etffdne importation of wheat, flour of
wheat and sugar, for the period between Decemb20@8 and December of 2014. In
this last year the President of the Republic willaate the modalities and conditions of
application of the mechanism, considering the diom of the international markets,
the necessities of the industrial and productivaase and the consumers, as well as our
commercial obligations at that date, which couldutein its elimination or in its
modification.

The amount of such duties and rebates is estatllishetimes for wheat by every
annual period between the 16 of December and thef IZecember of the following
year, and twelve times for sugar by every annuabgéetween the 1 of December and
the 30 of November of the following year, dependamgthe relationship between the
average price in relevant markets and the valutggbleshed in law 19897. In some
cases a specific duty may be applied, in otheebate and finally in others there may
be no specific duty in addition to the 68d valoremrate. The mechanism grants all
exporters of the goods covered by this system atrument that does not affect
international trade in anyway.

IV.2.A.3 Import Customs Procedures

Until 2002 all imports valued at over US$ 3,000uieed that the Central Bank approve
an import report prior to the shipment of and pagtrfer goods. This is no longer the
case.

Imports received via inland freight require theehmiational Waybill/Customs Transit
Declaration, which allows goods to be cleared ati®ocustoms houses. Otherwise,
goods must be transferred to regional customs lsouse

Goods imported on a temporary basis are subjexbtma fideself-valuation and some
customs administrative functions have been traresdeo customs agents.

For imports and exports originating in Tax Free &onhere is a "remote clearance”
system. Customs procedures are completed elecattynithrough the Information
Technology Center, where all information is recor@gher directly from the free zone
or from a special transmission center. The inforomatequired is basically the same as
that required for other types of imports.

IV.2.A.4 Measures Affecting Exports

IV.2.A.4.1 4.2.4.1. Export Subsidies

Chile does not provide and does not have plansdeige any export subsidies. Chile
notified the WTO of three mechanisms containingaekgubsidy components: i) the
simplified system of customs duty refund; ii) thefetred payment system for customs
duties, fiscal credits and other tax-related besiefand iii) the automobile law.
Regarding the first two, the subsidy component elasinated by January 2003 and
December 1998, respectively. The third one wasieéitad by November 2003.
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IV.2.A.4.2 Duties, local taxes and duty neutralization measuge

Customs and Fiscal Allowances
* Duty drawbacks

A general drawback system operates under Law N878&f May 13, 1988. This

system is available to all exporters who have usegorted inputs. Exporters are
reimbursed for import duties paid on all importsarporated or consumed during the
production process.

A “simplified” duty drawback system operates untdav 18480, of 19 December 1985,
which benefits small exports. The drawback rat8%s of FOB value of exports and
products must have at least 50% of imported infoutgpply for this drawback. Another
requirement is that the product (8 digit- tariffded must not be in the list of excluded
goods. This list is updated annually with the pidduhat exceed the maximum export
limit the previous year, at present it is US$ 28,299 and corresponds to Decree 13 of
the Ministry of Economy that took into force onyjul8, 2008.

Any exporter that has incorporated or consumed regoinputs in exportation may
apply to the general drawback system. There isimimum export value required (for
efficiency reasons, applications must cover attlaagawback of US $ 100).

The general drawback and the simplified duty drasklsystem are self-excluded. This
means that they cannot be used simultaneousiihéosdme exportation.

» Deferred payment of customs duties

Under law 18634, of 5 August 1987, the deferredpayt of customs duties on imports
of capital goods is allowed for up to seven yepegjable in three installments. Also,
purchasers of Chilean made-capital goods are eatit! a tax credit equivalent to 73%
of the customs duty on the net invoice value of gbeds. In both cases, the debt is
subject to a market-based interest rate establiblyetthe Central Bank. Additionally,
and according to Law 20269, that entered into fancéune, 27, 2008, those goods that
gualify as capital goods according to Law 18634,sarbject to 0% import duty.

* Value Added Tax

Exports are exempt from this tax and there is @aesyghrough which exporters may
recover the tax paid by the inputs.

* Interest rates for exporters

Export activities have no access to prime rateswéder, the Chilean Economic
Development Agency (CORFO), through Chilean an@igpr commercial banks, has
two lines of financing available for this sectorn&) offers financing of long term to
foreign buyers of goods (Capital Goods, Durable stiomption Goods and Engineering
and Consulting Services) of Chilean origin, and dther one provides financing to
exporters enterprises, for the provision of inputghe establishment of a commercial
infrastructure abroad.

CORFO provides the necessary funds for those chedis through private financial
institutions and does not compete against the farigactor in connection with fund
provisions
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IV.2.A.5 Technical Barriers to Trade

IV.2.A.5.1 Standards, Technical Regulations and Conformity Assssment
Procedures in Chile

DESCRIPTION
» Basic Principles

Consistent with Chile’s international trade poliche elaboration, adoption and

application of standards, technical regulations aodformity assessment procedures
are based on non-interference with the free omeradf markets, non discriminatory

treatment between domestic and foreign productstlamdise of international standards
as a basis for standards and technical regulations.

+ Standards

The Chilean institution in charge of the developtneh standards is the National
Standardization Institute (Instituto Nacional deridalizacion, INN). The INN is a
Private non profit Foundation and affiliate of tihilean Economic Development
Agency (Corporacion de Fomento de la ProduccionREQ).

In September of 1995, the INN accepted the Codeanfd Practice for the Preparation,
Adoption and Application of Standards of the Agresatnon Technical Barriers to Trade
of the World Trade Organization (WTO). The Chile&tandard base (NCh1l)
establishes that in all the cases that is possiikndards must be based in the
international standards and keep them as similapassible (ISO, IEC, Codex
Alimentarius, etc.), and if this is not possible,regional standards (COPANT, CEN,
etc.) trying that modifications be minimal.

Chile is member of the International Standardizat@rganization (ISO) through the
INN. Also, INN is member of The Inter-American Melogy System (SIM),
International Organization of Legal Metrology (OIML the Inter-American
Accreditation Cooperation (IACC), the Pan-Americagtandards Commission
(COPANT),International Accreditation Forum (IAF)het International Laboratory
Accreditation Cooperation (ILAC) and Asociacion Mesur de Normalizacion (AMN).
Moreover, Chile participates in the CODEX Alimemtigr Commission. In 1997, the
National Committee of the Codex Alimentarius wasstimtionalized, with the
participation of the Ministries of Health, Agricute, Economy and Foreign Affairs, as
well as representatives of the food industry, asadeector and consumers. The INN in
the General Conference of Weights and Measurestniational Committee of Weights
and Measures, and the International Bureau of Weighd Measures, in which the
official representative is the Ministry of Foreigkffairs, also technically represents
Chile.

Standards are adopted through a process of corsséundding among the interested
parties from both the public and private sectorse Ppublic consultation process (for 60
days) is announced on the web pagev(nn.c) and also in a nationwide newspaper; the
text of draft standards is available to anyone esting them. Once the INN Council
has approved a standard, it is given official stditythe relevant Ministry, yet they keep
being voluntary standards.

It exists a Documentation Center that depends ef Itiformation and Diffusion
Division from INN. This Center keeps all Chileamrstlards (both officials and yet in
study) and is available to the public trough twodae Documentation Center Library,
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and the web page www.inn.cl (the information pui#@ on the internet includes the
standard code, title, value, scope and applicdiabah).

Currently, there are about 3,250 standards withom-mandatory compliance. The
process of study of such standards is conductedrdiog to widely accepted
international criteria. An important number of tandards developed in recent years,
are equivalent to international standards or pitesenor deviations from international
standards in aspects that do not affect the teehaantent. However, in some cases the
international standards have not been taken irdowat for the development of national
standards, because they have been considered dejuade for national application.
Such is the case of seismic designs and strudbeicsuse of local seismic conditions.

The “stock” of national standards is subject t@rment with international standards
whenever standards go through a revision proceséien an obstacle to trade has been
detected.

Accordingly, Chile is making important efforts inder to meet its commitments on the
APEC’s Voluntary Action Plan, through the alignmeoit national standards with

international standards in those products ideitifas "priority” by the APEC’s Sub-

Committee on Standards and Conformance. This pmodragan in 1996 and it will

continue as long as new priority areas are defined.

» Technical Regulations

Technical regulations are those which complianaeasdatory. They are developed by
the Ministries, and other governmental Agenciefhwimpetence in the specific area to
be regulated. Each Ministry develops its own ragiohs —most of them refer to
international standards-, which are approved lbyeeia decree or a resolution. They are
published on the “Diario Oficial de la Republica@kile” (Official Gazette).

Among the main institutions with competence to adephnical regulations, is worth to
mention: The Ministries of Economy, Agriculture, &ld, Transportation and
Telecommunications, Housing and Urban Development.

Chile notifies to the WTO the draft technical regjidns, pursuant to the obligations
established in the Agreement on Technical Bartiersrade. This information is public
and available on the web site www.reglamentostesnit.

* Conformity Assessment

In Chile, the conformity assessment process isazargd in one hand by mandatory
mechanisms under the supervision of the Ministuigls competence in health, hygiene,
and safety matters, and in the other hand by namdatary mechanisms such as the one
administrated by the INN.

e \oluntary

The INN administrates the conformity assessmenl waluntary standards. For this
purpose, the Institute has developed a Nationate&titation System that includes the
accreditation of: Products and Quality System @Geation Bodies; Auditors of Quality
Systems; Quality System Certification Bodies; Irtjpen Bodies and Calibration and
Testing Laboratories. Since 2004 the INN has a R¢ign (INN - R401) for the
accreditation of Conformity Assessment Bodies. dbgctive of this regulation is to
establish the procedure and requirements appli¢deiNational Accreditation System.
This regulation is available in the web site: wwn.cl.
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This system operates under international critdB®(IEC guides). The accreditation is
given for a certain period of time, during whicletté is a continuing evaluation of the
competence of the conformity assessment bodies.

Both domestic and foreign conformity assessmentesog@articipate in the process.
They include: Universities and private instituticss well as transnational subsidiaries
(Bureau VeritasSocieté General de Surveillantdoyd Registeretc.).

Finally, consistently with the Chilean foreign teagbolicy, the INN is seeking to
increase its international credibility through theternational recognition of its
accreditation system. The aim behind this policyoisachieve the recognition of the
Chilean conformity assessment results by those etmrto which Chile exports its
products.

For this objective, INN is in process of being sitpry of the Multilateral Recognition
Agreements (MLA) of ILAC and IAF, by being signayoof the mutual recognition
agreements of IAAC. IAAC’s MRAs have been recogdiby ILAC and IAF in 2006,
and since then, the condition of signatory of theAd must be obtained regionally.

INN has made important progress in obtaining thesmognitions for testing and
calibration laboratories and certification bodie$s quality and environmental
management systems. Once completed this procaseagnition, INN will request a
peer evaluation for the MRA on product certificatioodies.

e Mandatory

In this case, the conformity assessment processder governmental control. The
assessment of conformity in some cases is cardedicectly by the competent Agency
through its own infrastructure, and in other casescarried out by conformity
assessment bodies, which are authorized by thedkdenthat purpose.

As a way to facilitate the mutual recognition oé tbonformity assessment results, the
authorities are working on the standardization led triteria to approve conformity
assessment bodies, as well as on the criteriaeftification in specific regulated areas.
To facilitate this process, INN has developed ayeaments with some Agencies in order
that its accreditation of those conformity assesgrhedies is accepted by the Agencies.
The regulatory authority sets the requirementd,tethods or specific procedures and,
generally it participates in the accreditation gsx itself. This has happened in the
areas such as electrical and fuel products; ngshproducts; fire extinguishers;
certification of meat grading; testing laborateriéor residues in meat; testing
laboratories for testing water; testing laboratriéor construction materials;
certification of steel for construction purposes.

Chile is committed to facilitate the internationaade through the participation in
several recognition arrangements, both in the ARI®Gtext and with a group of
economies that includes APEC economies; all thossmgements are for a particular
area. The priority areas are Electricity, Food anyks.

Chile participates in the Part | of the APEC EEMButual Recognition Arrangement
on Conformity Assessment of Electrical & Electroiquipment). Chile is assessing
legislative requirements with regard to participgtin Parts 1l and Il of EEMRA.

Chile subscribed the APEC Arrangement for Exchasfgaformation in Toys Safety.
In addition, Chile is evaluating its participationthe Sectoral Food MRA of APEC.
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The Superintendence of Electricity and Fuels (SE€)ognizes test results and
certification from a specific list of organizatiorisom the United States, Germany,
France, Italy, the Netherlands, Austria, SwitzetlaBngland, Canada, Japan, Denmark,
Sweden, Norway and Belgium. The organizationsg@sted in having this recognition
may request to SEC to be included in that listraftenpliance with some requirements.

e Metrology

Between the years 1995 through 1997, Chile statieddevelopment of a National
Metrology System, which was implemented through atidshal Metrology Network
coordinated by INN. The Network operates as a &irtNMI, using the preexistent
capabilities in the country, endowing them with tlexessary technological support to
achieve their international technical recognitisnorder to disseminate the information
from the network, there is a web pagev.metrologia.cl , it is administered by the same
servers as the network. The INN as part of theNh&gonal Metrology Network has
signed several agreements (5 MOU, 2 MRA, 4 Adhe8ias and 2 Contracts/Other; 4
of them aren’t binding and 9 are binding, as faaraple the Convention du Metre).

The system’s main characteristic is a "decentrdliggucture " in which most of the
recognized laboratories coming from Universitiesyaie and public sectors perform
the metrological execution. This situation subs#diyt differs from what happens in
other countries, in which the entire operationastcalized in a single NMI.

Currently, the network is working under the recaigni of “national laboratories” in the
physical area for the magnitude of Mass, Tempegatborce, Length, Pressure, and
Electrical Magnitudes, and in the chemical araacftemical residues in food . These
“national laboratories” are already providing seed and give trace ability to the
“Calibration Laboratories” and "Designated Labore®'. These laboratories have to
disseminate the units to the national industrye Pphocess is expected to expand and
include as many magnitudes as possible, in ordexach a certain degree of coherency
among them, so they can have a real economic impact

Main Features of Standards and Technical Regulation
* Objectives

The authority has basic legitimate objectives tooatplish on issues related to the
protection of human health or safety, animal onplde or health, or the environment.
Then the official policy is that what does not fafider a legitimate objective has to be
left to the market to decide on what standardsoaymt must comply with, if any, and
they are of a voluntary nature. This is the reasdry the number of technical
regulations is fairly limited.

Chilean technical regulations do not constitut@aier to trade. The reduced number of
complaints made by our commercial partners, eitthering bilateral meetings or
through international publications, confirms theaiation.

Indeed, the findings on technical barriers to tra&@amined by the United States
(National Trade Estimaje and the European UnioMérket Access Databaseo not
show an important number of claims regarding th#ée@h standards and regulations. In
fact, they only make reference to the strictnessahe sanitary and phytosanitary
measures, or to the differences between the intena standards and the Chilean
regulations in the building sector. However, thisaion has been explained before in
the present document.
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» Alignment with International Standards

A great number of national standards and techniegulations are aligned with
international standards.

Given that a substantial portion of the domestichtécal regulations are based on
domestic technical standards, most recent techregailations are already aligned with
international standards. However, this does noessarily occur with old technical

regulations, since there is no official updatinggadure.

Chile, as a small and export-oriented economynioasupported the idea of developing
neither national nor regional standards (therejastfied exceptions). Chile’s official
policy is to focus on international standards. Tgosicy is consistent with Chile’s open,
multi —targeted, and export oriented economy.

« Market Surveillance

Another characteristic of the Chilean system ig,tha a general rule (excepting food,
drugs and a few others), the verification of comupde with mandatory requirements for
products (national or imported) is made effectivece products have entered the
market. This policy was adopted a long time ago seeks to facilitate the flow of
trade.

» Fulfilling the Obligations under Agreement on Techncal Barriers to Trade

The responsibility for implementing and administgrithe Agreement on Technical
Barriers to Trade lies on the General Directordtdnternational Economic Affairs,
Ministry of Foreign Affairs.

For technical regulations (Article 10.1 of TBT Agreent), the Enquiry Point is the
General Directorate of International Economic AfaiMinistry of Foreign Affairs. The
Enquiry Point information is the following:

Teatinos 180, piso 11,

Santiago, Chile

Telephone:  (+56 2) 8275447
Fax: (+56 2) 3809494
E-mail: caramirez@direcon.cl

For technical standards (Article 10.3 of TBT Agres), the Enquiry Point is the
National Institute of Standardization. The EnquRgint information is the following:

Matias Cousifio 64, piso 6
Santiago-Chile
Telephone:  (+56 2) 4458000
Fax: (+56 2) 4410427
E-mail: inn@inn.cl
« Bilateral and Multilateral Agreements

Chile signed the Agreement on Technical BarrierSréme of the Tokyo Round in 1980.
The Agreement on Technical Barriers to Trade ofuhgguay Round came into force as
a Law in Chile on May 1995.
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Most of Chile’s bilateral agreements include a ¢aapn technical barriers to trade.
This fact, together with the commitments assumedeuthe WTO, have generated a
need for “interdisciplinary team-work” between tRarties involved in the area of
technical barriers to trade. The agreements malererece to the creation of
“Commissions” which develop working programs anchstdute an instance to solve
problems concerning the impact of a specific measuarthe trade relations between the
Parties. In all of these cases, the compromisdgdadlisciplines that extend beyond the
TBT Agreement provisions in areas such as transpgreequivalence, mutual
recognition, and risk assessment. In addition, Mexico-Chile FTA includes
provisions on this area in the telecommunicatiaricse

* Legal Framework

In 1997 the National Commission on Technical Basrieo Trade was created. The
Commission is headed now by the General Directoddténternational Economic

Affairs, Ministry of Foreign Affairs, and has play@a fundamental role on dealing with
the coordination between the different Governmegercies. By centralizing the
process, and dealing with all the agents involvedhe development of technical
regulations, the Commission provides all the pauitieolved, with a common forum to
express their concerns and expectations relatdebtoation’s standardization agenda.

Another measure oriented to improve the implemanraf the Agreement on
Technical Barriers to Trade is law 19.912, publésheNovember 2003.

To implement the above mentioned law, a regulati@s jointly developed with the
different Government Agencies, which establishesidoariteria for the development,
adoption and application of technical regulationad aconformity assessment
procedures, including the notification process {@ec77), its a Decree of Good
Regulatory  Practices. This Decree is available irhe t web site:
www.reglamentostecnicos.cl (there is an Englisisiosy).

Finally, since 2006 it is available a web site twihe cooperation of the EU) which
contains all the Chilean technical regulations andformity assessment procedures:
www.reglamentostecnicos.cl.

All things combined will improve Chile’s capacitp tmeet its current international
commitments, including those assumed under the Waj other international
organizations, as well as the specific compromisesing from the negotiation of
commercial agreements.

IV.2.A.6 Sanitary and Phitosanitary

Local Corresponding Entities

In their respective fields of competence, the Mnes of Agriculture, Health and
Economy are responsible for complying with the gdions assumed by Chile under
the WTO Agreement on Application of Sanitary and/®kanitary Measures, and for
exercising its rights there under.

The Ministry of Health is the competent sanitaryhauty responsible for approving
and controlling the installation and operation aftablishments dedicated to the
production, process, package, store, distributimhsale of food for internal market. In
addition, the Ministry of Health has the authorityer the import and marketing of all
food intended for human consumption.
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To enforce compliance with the laws and regulationsfood safety, the Ministry of
Health inspects facilities and monitors the sawitquality of the products. These
inspection and monitoring activities are performtbdoughout the country based on
specific surveillance programs.

The legal powers of the Ministry of Health are bBthed in the Sanitary Code, which
is the main statute ruling all matters relatedchi promotion, protection and recovery of
the health of the people. With regards to foo@tyafrom the Sanitary Code derives the
Food Health Regulation. This is the standard tlstdldishes the sanitary conditions
applicable to the production, import, process, pgek store and sale of food for human
consumption.

In order to comply with its legal obligations, tivinistry of Health has a network
consisting of 15 Regional Ministerial Secretari@hjch act as the sanitary authority in
the jurisdiction where each of them must manage iamdement the food safety
programs.

The Agriculture and Livestock Service (SAG), undlee authority of the Ministry of

Agriculture, is the competent authority responsilbe regulating and enforcing

regulations on sanitary (animal health) and phyidasy (plant health) matters applied
to the import and export of animals, plants andphyducts. It is responsible for the
sanitary and phytosanitary measures applied toceethe risk of introducing animal-

borne diseases and plant pests, and to preventdissemination; It is also responsible
for issuing the sanitary and phytosanitary expattificates for animal and plant
products, including the certification of fithessr fouman consumption for primary
products.

The fisheries and aquaculture sector is under ubigodty of the Ministry of Economy.
This sector is regulated by the National FisheBesvice (SERNAPESCA) and the
Under-Secretary for Fisheries (SUBPESCA). SERNABES the agency is in charge
of enforcing the Fishing Law and related regulagidihile SUBPESCA is in charge of
the legislation and policies of the sector.

SERNAPESCA is the agency responsible for implemegntiational fishery policies and
for the sanitary control and certification of ajldwobiological products for export. It is
also responsible for establishing epidemiologicalvsillance systems aimed at
preventing, controlling and eradicating diseasesragraquatic animals.

The Ministry of Foreign Affairs, through its Genkrirectorate for International

Economic Affairs (DIRECON), is the agency in chamfecoordinating the different

regulatory agencies responsible for supervising gliamce with SPS measures. It
determines national positions regarding these msatie the WTO Sanitary and
Phytosanitary Committee. In addition, it supersisempliance with the commitments
assumed under the Agreement on the Application afit&y and Phytosanitary
Measures of the WTO, and other trade agreementsidilateral and multilateral.

An Inter-Ministerial National Commission on Sanjtaand Phytosanitary Matters was
established in March 2001, headed by DIRECON. liieciives are: to asses the SPS
chapters of the different trade agreements; anahgoke concerns, follow - up Action
Plans derived from the SPS Committees of the FTA® @ther agreements; discuss
national positions with regards to the Codex Alitagins, International Plant Protection
Convention (IPPC) and the World Organization formAal Health (OIE).
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The regulatory framework, drafting procedures, aubption of the Sanitary and
Phytosanitary Measures by Chile were reportedédStbcretariat of the SPS Agreement
in December 1998,

Closely coinciding with the provisions establishedhe SPS Agreement of the WTO,
drafting of new standards in Chile is based on rgifie grounds, following the
principles established in the WTO Agreement, av@dneasures that may pose hidden
barriers to trade, and promoting a balance betwaaitary and phytosanitary protection
and trade.

To apply this policy, Chile has an active partitipa in the multilateral fora for
guidelines (WTO) and regulations or standards (OBRC, Codex Alimentarius
Committee). At the bilateral level, Chile is comgtg looking forward to achieve a
better implementation of the SPS Agreement.

A chapter on SPS measures has been included ipréferential trade agreements
subscribed by Chile in the Free Trade Agreemenig)Eigned with Mexico, Central
America, the United States of America, Canada, raliaf European Free Trade
Association (EFTA), India, South Korea, P.R of Ghitanama, Peru, Colombia, and
Japan, and in the Association Agreements with tbeofean Union and P4 (New
Zealand, Singapore, Brunei Darussalam). On ther didwed, the agreement signed with
MERCOSUR confirms the rights and obligations of tharties under the WTO
Agreement on the Application of Sanitary and Phgitsiry Measures.

With the purpose of adequately implementing the WIRS Agreement, efficiently
solving trade problems and facilitating trade atiég, SPS Committees have been
established in the agreements with Mexico, UniteteS of America, Canada, South
Korea, European Union, Central America, P.R. Chit¥h,Panama, Peru, Colombia and
Japan.

* Import Policies

All animal imports and products thereof, must beoagpanied by a sanitary certificate
issued by a competent authority from the countryogin. The certificate confirms
compliance with the zoo sanitary requirements #matmandatory in Chile, which are
based on the Zoo sanitary Code of the OIE. A pandary certificate issued by the
competent authority of the exporting country isuieed for plant products, whether
processed or in their natural state, that may dotetor transmit pests, and for articles
that may represent a hazard to plants (includirgntpby-products, living organisms,
containers, agricultural materials and soil).

Irrespective of their country of origin, animalsegplaced in quarantine. Plants and
seeds are placed in quarantine based on the phiteryaconditions of their country of
origin. The decision is based on a risk analysisch is performed in accordance with
the procedures established in the InternationaltFRaotection Convention (IPPC).

With regard to food imports, the Regional HealtHicak of the Ministry of Health
authorize food imports for human consumption basedhe regulations in force. The
import process includes sanitary controls and latooy analyses if necessary. Risk
criteria and historical data on food safety areliadpn the analyses, in order to define
the recurrence and impact thereof.

The Ministries of Agriculture and Health accept tdigates issued by the official
sanitary agencies of countries that comply withl€zn regulations, which are based on

*0 Distributed as document G/SPS/W/39.
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the guidelines established by international sdientrganizations, such as Codex
Alimentarius, International Plant Protection Conwvem (IPPC) and the World
Organization for Animal Health (OIE).

A sanitary certificate indicating strict complianeath the requirements established
must accompany imports of live aquatic resourceSanitary regulations are in
agreement with the Aquatic Animals Health Codehef ©IE.

From May 1996 to December 2008, Chile has submR&@l notifications on sanitary
and phytosanitary regulations and emergency measuoe the Sanitary and
Phytosanitary Committee (SPS Committee) of the WT®

* Export Policies

With regards to exports, it is essential to guaanthe safety of the products and
comply with all the sanitary regulations. Chileastitutions are dedicated to certifying
in compliance with the requirements set by theidagson markets.

The Regional Health Agencies of Chile (15 Regidfehlth Ministerial Secretariafy,
are responsible for certifying the products’ coraptie with local sanitary regulations,
they approve and control the installation and opmmaof the food producing
establishments. The Ministry of Health issues fieaties for Authorized Industry and
Free Sale Product.

The inspection and certification of the sanitarg @hytosanitary condition of all animal
and plant products and by-products for export, tedverification of compliance with
the sanitary and phytosanitary requirements ofidstination country is enforced by the
Agriculture and Livestock Service, for animal ankn primary products and the
National Fisheries Service, for fish and aquacelfpoducts.

« Compliance with the Principles Established in the BS Agreement

Chile follows all the principles established in t88S Agreement by the WTO in its
bilateral trade relations. In the multilateral a(&®S Committee of the WTO) Chile has
actively participated to develop the appropriatesuees.

IV.2.A.7 Rules of Origin
Rules of origin regulations do not apply to impartade under the MFN treatment. In
Chile, a certificate of origin is only required whgoods are imported under preferential
systems.

The general criteria for the qualification of go@dsoriginating are the following:
1. Goods wholly obtained or produced.

2. Goods incorporating non-originating materials thave been sufficiently
transformed.

Three main methods (which may also be combinedyised to establish
whether such substantial transformation occurred:
e Change in tariff classification method
When a rule of origin is based on a change inftaldssification, each of the
non-originating materials used in the productiortred goods must undergo

*1\WTO Documents series G/SPS/N/CHL/.
®2 Documents of the WTO series G/SPS/N/CHL/.
3 “Secretaria Regional Ministerial de Salud” in Sghn

117



Chile-Indonesia Joint Study Group on the Feasjbilita Free Trade Agreement (FTA)

the applicable change as a result of productiomricg entirely in the RTA

region. This means that the non-originating makerae classified less than
one tariff provision prior to processing and clésdi under another upon
completion of processing.

* Regional value content
The rule of origin requires that a good have a mum regional value
content, meaning that a certain percentage of ahgewof the goods must be
from the countries participating in the Agreemembere are different
formulas for calculating the regional value content

e« The technical test methods based on manufacturing or processing
operations. It prescribes certain production arrsing requirements that
may (positive test) or may not (negative test) eowfiginating status.

3. Goods incorporating exclusively originating matkyia
IV.2.B Indonesia

IV.2.B.1 Tariffs

Indonesia adopts the Harmonized Commodity Desonptind Coding System for
classifying imports and exports. In order to mastWTO commitments and its
domestic policy imperatives, Indonesia has pursuedsets of policies in recent years
that have had a significant impact on the level ammdcture of tariffs. The policies
related to a tariff reduction programme from 199@003 and to a tariff harmonization
programme (THP) for the period 2004 to 2010. Thelémentation of the tariff
reduction programme reduced the un-weighted aveapghed tariff rate from 15.5 per
cent in 1995 to 7.2 per cent in 2002 However, i0&Ldollowing the end of the tariff
reduction programme, Indonesia adopted the ASEANTdaized Tariff Nomenclature
(AHTN) as part of its commitments under AFTA. Tievised tariff book categorizes
tariffs into ASEAN tariffs (with 7,442 lines) andito MFN Non-ASEAN tariffs. The
latter increased the number of tariff lines fromd4Q in 2003 to 11,161 in 2004 as a
result of splitting (and merging) of tariff lineMeanwhile, after increased in 2003 to
2004, the average applied tariff will be reducexfr9.9 per cent in 2004 to 7.5 per cent
in 2010.

At the end of 2004, Tariff Team announced the Itesaf the THP's first phase,
which was implemented in early 2005. It covere®b4,lines with actual changes to
239 lines: 96 tariff increases for agriculturaic€; fish, chicken quarters, mangos,
carrots, mandarin oranges, and flowers) and cerprotucts, and 143 tariff reductions,
including for some mining related products. Theosel phase, which covered more
than 9,100 tariff lines and was completed in Fely@®06, reduced the simple average
tariff rate to 9.5 per cent in 2006, with 59 pentcef tariff lines subject to zero or 5 per
centad valoremduties, compared with 68 per cent of lines in 200% number of tariff
line was 8744 in 2007. As a result of merging omadariff lines, the simple average
applied rate decreased from 9.45 per cent in 2@06.81 per cent in 2007. The
composition of tariff lines consisted 23.88 pertceuty free tariff lines, 40.97 per cent
tariff lines subject to 5 per cent ad valorem daitie
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Chart 4.1.
Distribution of MFN tariff rates, 2008

(o] >0-5% >5-10% >10-15% >15-20% >20-25% >25%
Tariff

Based on Indonesia latest tariff data (2008), hedta's applied MFN tariff rate
is below 10 per cent for the majority of goods taatounted for 81.5 per cent of total
tariff lines. The share of duty-free tariff lines24,1 per cent. High tariffs, of up to 90
per cent-150 per cent are being imposed on alaol@verages, while for cars the
highest rate of 50 per cent. With the exceptiorthafse products, the overall trend
regarding tariff rates is downward. Indonesia imasle it clear in the APEC forum that
it is s&eking to eliminate all tariffs by 2020 toh#&eve the Bogor goal of barrier-free
trade.

Table 4.1.
Average Applied MFN tariff rates, by HS section, 208

| Tariff Lines S hare Averages
|
All products 8749 100 % 7.6%
I
A gricultural Product 1151 13.2% 11.4%
1 |JLive Anim als 128 1.5% 4.5%
2 |Dairy Products 35 0.4% 5.7%
3|Coffee, Tea, Cocoa, sugar, etc 223 2.5% 9.1%
4 |JCut Flowers and plants 65 0.7 % 7.6%
5 |fruit and vegetables 234 2.7% 5.2%
6 Jgrains 16 0.2% 3.1%
7 Joil seeds, fats, oil and products 190 2.2% 4.8 %
8 |[beverages and spirit 75 0.9 % 87 .4%
9 |[tobacco 30 0.3% 17.3%
10 Jother agricultural products, n.e.s 155 1.8% 4.1 %
N on-agricultural Products (excl. Petroleum) 7547 100 % 6.2 %
11 |Fish and fishery products 206 2.4% 5.7%
12 |M ineral products, precious stones 440 5.0 % 5.7%
13 |M etals 943 10.8% 7.6%
14 |JChemicals and Photographic supplies 1236 14.1% 5.8%
15|Leather, rubber, footwear, travel goods 285 3.3% 9.4%
16 |W oods, pulp, paper, furniture 444 5.1% 4.5%
17 Jtextiles and clothing 1005 11.5% 10.9%
18 Jtransport equipm ent 469 5.4 % 17.8%
19 [Non-electric m achinery 1217 13.9% 2.5%
20 |E lectric m achinery 5838 6.7 % 5.7%
21 INon-agricultural products, n.e.s ( 714 8.2 % 6.6 %
P etroleum 34 0.4% 0.6%

IvV.2.B.1.1 Specific duties
In January 2008, specific duties replacat valoremtariff rates for rice and sugar,
ostensibly to avoid under-invoicing and other ilegractices. The specific rate of Rp
450/kg for rice products is equivalent to anh valoremrate of approximately 30 per

¥ Under the APEC declaration signed in Bogor (Wesia) in 1994, the region's advanced industrial
countries pledged to remove all trade barriers@02 with emerging market economies set to follow s
by 2020. The declaration stipulated that freedradthe Asia-pacific region must comply with WTO
principles.
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cent. The specific rates are Rp 550/kg for rawasygoducts and Rp 790/kg. for
refined sugar products are equivalenatbvalorenrates of 30 per cent and 40 per cent,
respectively. Import licences for sugar products deveral tariff lines are granted to
producer-importers and approved importers untilZ20he Indonesian Government has
been developing a comprehensive sugar programnenitance the productivity of
sugar cane plantations and their processing fastori

IV.2.B.1.2 Tariff preferences

Indonesia fully implemented the final stage of ASEAN Free Trade Agreement
(AFTA) in January 2002. The Common Effective Prefgial Tariff (CEPT) scheme
aims to lower tariffs on imported goods of ASEANmiteer countries to 0-5 per cent;
the six original members of ASEAN, including Indsiee were scheduled to so by
2003. By 2006, the average applied CEPT rate abehfto 2.7 per cent and as intra-
ASEAN trade develops it is predicted that the CHER{E will drop further, bringing
about an even wider gap with the MFN tariff rate. making the tariff cuts, however,
Indonesia did not meet its target uniformly. Fsample, the Government decided in
February 2002 not to cut import duties on sugar teaximum of 5 per cent in line with
AFTA terms; instead, it put sugar on the "highlyséve list" of products that face a
maximum tariff of 20 per cent in the period 2003-10

Furthermore, the first Indonesian FTA bilateral,ddnesia — Japan Economic
Partnership Agreement (IJEPA), was effectively iampénted on July®] 2008. User
Specific Duty Free Scheme (USDFS) under 1IJEPA egsilated through Ministry of
Finance Decree No. 94/PMK.011/2008; 95/PMK.011/2G6& 96/PMK.011/2008.
Indonesia concession on the IJEPA : i) reduce 86 cpnt of national tariff line (NTL)
to O per cent directly after the Agreement was enmpnted, ii) gradually reduces 58 per
cent of NTL to O per cent for 3 — 15 years aftadsathe sign, and iii) not included 7
per cent of NTL (exclusion List).

Regarding to ASEAN — China FTA (ACFTA), the Earlaidest Package (EHP) scheme
was enforced on 2005 to reduce the tariff to O @emt, particularly unprocessed
agriculture products in HS code Chapters 01-020@6. EHP scheme was regulated by
Ministry of Finance Decree No. 355/KMK.01/2004 (EftfP ASEAN-China, consist of
527 tariff line) and 356/KMK.01/2004 (EHP Bilaterir Indonesia-China, consist of
46 tariff line). Other Indonesian concession on ABKchemes were cover substantial
reduction or elimination of tariffs and other bars to establish the ASEAN-China Free
Trade Area (ACFTA) by 2010, under: i) Normal Track 2005-2010, with flexibility
up to 2012, and ii) Sensitive and Highly Sensifivack in 2012 up to 2018. Product
included in sensitive track tariff should be maxm@0 per cent in 2018 and will be
reduced to 5 per cent in 2018. Meanwhile, the lyigieinsitive product tariff should be
maximum 50 per cent in 2015.

Moreover, the modality under the ASEAN — Korea HBXFTA), especially for trade

in goods are agreed to: i) Provide for the submthreduction/elimination of tariffs and
other barriers to trade by 2010, with flexibilityp do 2012; and ii) enforce various
tracks, such as Normal Track by 2006-2010 and Beasirack in 2012 to 2016. On
Normal Tracks, together with other ASEAN 6 courdyilndonesia agree to: a) reduce
50 per cent of tariff line in the National TariffiT) at 0-5 per cent by 2007, b) reduce 90
per cent of tariff line in the National Tariff atg®r cent by 2009, c) reduce all tariffs in
the NT at O per cent by 2010, with flexibility bave tariff lines not exceeding 5 per
cent of all tariff lines or as listed in an agresthedule, by 2012, and d) reduce all tariffs
in the NT eliminated by 2012. The sensitive tracksists of 10 per cent of all tariff
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lines and 10 per cent of total import value based2004 statistics that classified to
Sensitive List (SL), 7 per cent of all tariff linesd 7 per cent of total import value, that
should be reduce to 0-5 per cent by 2016 and HegisiBve List (HSL), 200 tariff lines
or 3 per cent of all tariff lines and 3 per centattl import value. The HSL comprise by
5 groups with special arrangement that are:

* Group A: Reduction to not more than 50 per cen2@i6

* Group B: Reduction by not less than 20 per cer6

* Group C: Reduction by not less than 50 per ceriz(i6

e Group D: Tariff lines subject to TRQs

* Group E: Tariff lines exempted from concessionsximam of 40 tariff lines)

IV.2.B.1.3 Other charges affecting imports

Since 2000, Indonesia has applied a 10 per cenexadded tax (VAT) on the sale of all

domestic and imported goods. A separate luxuryctaxrange much higher for certain
products and excise duties are applied to certadyets, notably cigarettes, beer, and
wines and spirits. These indirect taxes applynipdrted and domestically produced
goods alike.

The only cost charged by Customs is a Customs Beera specific fee charged per
declaration document submitted. This is used pilynao pay for connection to
Electronic Data Interchange (EDI) providers, andets transmission and maintenance
of Information Technology (IT) operations for that@amation of import and export
activities.

IV.2.B.2 Non-tariff Measures ( Import licensing and restridion)

Indonesia applies import licensing system mainlyotuk after goods which may bring
about an impact on health, security, safety, emarent and public moral. Regulation of
the Minister of Trade of the Republic of IndoneNia. 56/M-DAG/PER/12/2008, dated
December 24, 2008 is specifically provided to eaghe effectiveness of import policy
on particular product. Import of particular prodsiconducted by registered importers
(Importir TerdaftafIT) may be made only through the ports of deskimagas follows:
Belawan sea port in Medan, Tanjung Priok in Jakafanjung Emas in
Semarang,Tanjung Perak in Surabaya, Soekarno Hatidakassar and Dumai in
Dumai; and/or all international airports. Import Bfrticular Products by IT made
through Dumai sea port are only for food and beyenaroducts. Import of particular
products for the need of free trade zone and foeeghall be governed according to the
provisions in the statutory regulation on free &radne and free ports.

Due to a case of Bovine Spongiform EncephalopaBfyH) in the United States in
June 2005, Indonesia banned imports of U.S. medto#mer ruminant products on 1
July 2005. The MOA has yet to specify what infotioa it will need to reinstate this
trade, and no timeline has been given for recoraiiba of U.S. beef imports.

To prevent swine flu disease, Indonesian Governnmtrgduced import restriction on
pork products due to influenza A/HIN1 and imporh lzd pigs from Canada, Israel,
France, Mexico, New Zealand, Spain and the UnitateS through the issuance of the

* Imports of animals, materials of animal origin,ppoducts of material of animal origin are protebitf
they originate from countries or areas in whichoatbreak of disease warranty quarantine is in @sgr
or if they are listed in CITES. Prohibited anincalmmodities are: animal and/or animal productsfro
countries with foot and mouth disease, Rinderpest Bovine Spongiform Encephalopatis (BSE)
outbreak.

121



Chile-Indonesia Joint Study Group on the Feasjbilita Free Trade Agreement (FTA)

Minister of Trade Decree Number: 16/M-DAG/PER/5/200ated 1 May 2009 and
Minister of Agriculture Decree Number: 1977/20@8ted 29 April 2009.

IV.2.B.3 Import Customs Procedures

As a key link in the international circulation cdramodities, customs procedures play
an important role in facilitating trade. Consedligrharmonizing and streamlining
customs procedures have been priorities for intemmal economic cooperation,
including in the WTO and APEC. Indonesia and Chilerk closely together as
members of the World Customs Organization and tRE@ Sub-committee on Customs
Procedures. The two countries are signatoriesheo WTO (Customs) Valuation
Agreement and the International Convention on tharmnized Commodity
Description and Coding System.

The government of Indonesia has been moderniziapms administratigrio facilitate
trade. Under this programme the time for custorearaince has been greatly reduced.
The customs administration has accelerated thegutest of duties on imported goods
that are used in exports and established a priohiéaynel for producer-importers as well
as qualified general importers. Procedure for astiran Certificate of Origins facility
was also launched in January 2006 as an integralopshe National Single Window.
By 2008, through the agreement in ASEAN, Indonésisito finish its preparation for a
National Single Window and start linking to the A®¥ Single Window (ASW°)
network.

As part of the effort to reform the investment ciie, the Government issued a package
of policies in early 2006 that cover efforts to impe customs proceduré&s.The
Government undertook to (a) accelerate the flowawds by speeding up the customs
examination process, facilitating cargo processemy] implementing lower costs at
Indonesian ports; shorten cargo processing fortalagpbods to seven days from the
current average of 30 days; (b) expand the roldafded zones by extending the
function of bonded warehouses and automating cedhitheir functions’ c) aim to
eradicate smuggling and customs ffdudind (d) accelerate the registration and
application process for excise facilities.

As one of ASEAN members, Indonesia has agreed @n ABEAN Economic
Community (AEC) Blueprint to harmonise the customogedures. In light of the
acceleration of AEC, the realization of ASEAN Cums#o Vision 2020 is brought
forward to 2015. In particular, the 2005-2010 ®tgat Plan of Customs Development
aims to: a) integrate customs structures; b) modertariff classification, customs
valuation and origin determination and establishEAS e-Customs; c¢) smoothen
customs clearance; d) strengthen human resourgetogenent; e) promote partnership
with relevant international organizations; f) navrthe development gaps in customs;
and g) adopt risk management techniques and aasiéeb control (PCA) for trade
facilitation.

% The ASEAN Single Window is an environment whera Mational Single Windows of individual
Member Countries operate and integrate. Natiomadl8iwindow enables a single submission

*" presidential Instruction No. 3/2006: Policy Pagk#o Improve the Investment Climate.

*8 Bonded warehouses provide businesses with theramity to defer payment of import duties, while
allowing them to store, exhibit, sell, pack, redpagnd/or process goods originating from outside
Indonesia.

%9 According to the Directorate General of Customd Bmcise, there were 220 cases of customs fraud
between 2004 and April 2005 causing financial lessERp 130.4 billion. Customs & Excise online
information can be viewed at http:/www.beacukaidjo.
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The implementation of measures of simplifying, hanizing and standardizing trade
and customs, processes, procedures and the amplicdtICT in all areas related to
trade facilitation would be paramount in the ulttem&reation of an ASEAN Single
Window (ASW). ASW is expected to be fully implemedtin 2010 and to simplify as
well as to sustain a faster and efficient exponpant and customs procedure in ASEAN
Region.

In preparation of ASW, Indonesia has been implemgnNational Single Window
(NSW) by year 2008 and conducted the pilot progfcNSW in Batam and Tanjung
Priok Port. The NSW will cover 25 government ageaciThe main purpose of NSW is
one stop service for processing of import and exjgmcuments/procedures. The
expected results from the NSW implementation irohresia are: Simplifying regulation
on export, import and customs; Creating transpgrencexport, import and custom
activities; c) Eliminate the opportunity of authtgrmisuse; Creating faster service and
the flow of goods from export, import and custondd; Increasing protection for
essential goods; e) Creating efficiency in expionjport and custom activities; and e)
Obtain a good quality of database for analysis gsepof data and information, a single
and synchronous processing of data and informatr@ha single decision-making for
customs clearance of cargo, which expedites thiomissclearance, reduce transaction
time and costs, and thus enhance trade efficiendycampetitiveness.

IV.2.B.4Measures Affecting Exports

During 2003-06, export regulations were maintainedensure protection of natural

resources and endangered species (e.g. in accerdathcCITES); to promote higher-

value-added downstream industries; to upgrade tiaditg of export products; and to

provide an adequate supply of essential productkriesia bans exports of certain live
fishery products, rubber of low quality, rubber eréls, crude leather of reptile, ferrous
scrap/waste (except if originating in Batam Islamdund wood and wood chips, and
CITES-protected wild animals and natural plants.

IV.2.B.4.1 Export taxes

In 1998, Indonesia cut export tariffs on 34 commiediand revamped procedures for
export tax payments. It reduced export taxes bgetcent at end 1998 and another 25
per cent at end 2000. These moves were intenddmbaster exports and increase
Indonesia's foreign-exchange reserves. They coveapeér pulp, wood chips, veneer,
railroad sleepers, rattan, logs, sawn timber aridrabsand, and the raw materials for
producing these products. Export taxes on thesdgibad been as high as 200 per cent
for logs but have now fallen to just 10 per ceftie export tax on rattan fell to 5 per
cent. The export tax on crude palm oil, one obimekia’'s largest export products, was
cut to 3 per cent (from 10 per cent) in 2001. Tae ron crude palm oil by-products
(including olein) was cut to 1 per cent (from 6 gent) in 2001. Further export taxes
regulation on CPO and its by-products is stipulatetinister of Finance Regulation
N0.223/PMK.011/2008 dated 17 December 2008.

In 2008, the Government also imposed export taoffgattan (20 per cent), raw skins
(25 per cent), and veneer (15 per cent).

IV.2.B.4.2 Export assistance

In 2004, the Indonesian Government ended sevedtitcprogrammes that offered
subsidized loans for agriculture and small and omeesized businesses to support
exports. Indonesia has recently enacted the newrerggulation in respect to export
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financial assistance (Act number 2/2009 on Indanedtxport Financial
Institution/LPEI). The role of LPEI is to: (a) Spqrt export financing in the form of
budget, guarantee and insurance, (b) provide Comahériable or Non Commercial
Viable, (c) cover financial support on domesticsident) and overseas (non resident),
(d) support the development of micro small mediumil @ooperative budgeting for
export-oriented products, and (e) provide consohaservices for national export
financing.

On export insurance, Indonesia has established ettort insurance institution
(Indonesian Export Insurance/ASEI in 1985). Theppse of ASEI is to support the
government in boosting the non oil and gas expostsproviding export credit
insurance, credit guarantee and other insurancestyphe benefits of export credit
insurance are: (a) offer protection against thead&ting effects of non payment arising
from commercial and political factors, (b) protgour current assets from bad debts, (c)
allow exporters to safely expand their sales, dgvaind venture into new markets, and
(d) stabilize cash flow and enhance borrowing ceéypac

State-owned firm Indonesian Export Insurance (ASEljhe major source of export
insurance for all products other than oil and eSEI offers the following policies:
comprehensive shipment, comprehensive contractjtiqabl risk, letter-of-credit,
consignment, client-specific contract and servicas] bond guaranty. ASEI offers
policies of up to one year and indemnifies the etqudor up to 85 per cent of the actual
loss. The agency sets the credit limits basedseassed creditworthiness of the foreign
buyer and the situation prevailing in the countirgestination.

Covered commercial risks include the importer'sooeign buyer's insolvency; failure
of the importer to pay within six months of the diste of payment for goods that have
been sent and approved by the buyer; and failurefasal by the importer to accept
goods that have already been exported. Risks tbata covered include losses owning
to the exporter's negligence or failure to complthveontract or policy terms; losses
that can be covered by a general-loss insurandeyp@harine transport, fire, theft,
etc.); losses caused by negligence or defaulhe@ekporter's agent or collecting bank;
and losses arising from fluctuations in foreigntexage rates.

IvV.2.B.4.3 Duty and tax concessions

Exporters are exempt from import duties, VAT andcully tax on materials and

intermediate goods used to manufacture productshipment abroad. The Directorate-
General of Customs and Excise offers a facility ngbg eligible exporters can reclaim
import duties within seven days.

IV.2.B.4.4 Free-trade export zones and similar schemes

Indonesia has seven bonded zones and 40 indusstate$’ Goods may be imported
into a bonded zone and then re-exported withoutneay of tariffs, unless the goods are
sent into the regular customs territory of IndoaesBonded zones are intended for the
processing of goods and materials, including tdesign, engineering, sorting, initial
inspection, and packaging. They allow businessedefer payment of import duties
while storing, exhibiting, selling, packing and paeking or processing goods
originating outside Indonesia. Location in ondrafonesia's industrial estates offers a

® |ndustrial estates are widespread, though 32 arthe® main Java Island. Locations include Bintan
Island, Medan (North Sumatra), Banten (Java), Bel&sgor and Tangerang (West Java), Semarang
(Central Java) and Makassar (South Sulawesi). €Tisealso a transnational bonded zone — calledli Sijo
comprising Singapore, Johor (Malaysia) and Riaun{&ua) in Indonesia.

124



Chile-Indonesia Joint Study Group on the Feasjbilita Free Trade Agreement (FTA)

simplified application process for building and ateld permits and a way around
complex rules on land use. The Investment Co-ataig Board (BKPM) handles
approvals for foreign investment in industrial beddzones and for Batam and Riau
islands. Approvals for domestic investment in ¢haseas remain in the hands of their
local authorities.

Foreign goods imported into these zones are exémptimport duties, VAT, sales and
income tax until the portion of production destinfied the domestic market actually
enters the market. Foreign investors are encodragdocate in bonded or export
processing zones.

In addition, foreign investors in bonded zoneswmgally granted privileges for building

manufacturing plants in these regions. Incentivedude 100 per cent foreign

ownership for five years and 95 per cent ownersingpeafter, provided 100 per cent of
production is exported. Both foreign and domestigestors must apply to the

Investment Coordination Board to establish projettsonded zones.

Companies in bonded zones must export at least thwwds of their production,
excluding components, which may be sold on the dtimenarket if such sales do not
exceed 50% of realized export value. The advastagjea bonded zone include
permission for foreign nationals to own 100% ofithisinesses and an exemption on
import duties on spare parts and material for pcadn purpose. A drawback on duties
and surcharges is available on imports into theoriedian customs zone that are
subsequently shipped to bonded zones for laterrexpo

Recently, Indonesia has enacted the the act cangeinee trade and free port zone on
November 1, 2007 to replac®eraturan Pemerintah Pengganti Undang — Undang
(Perpu number 1/2007. Regarding to this act, governnoérindonesia has enforced
government regulation (PP) number 46/2007 abouarBatree Trade and Free Port
Zone, PP number 47/2007 about Bintan Island Fraderand Free Port Zone, and PP
number 48/2007 about Karimun Free Trade and FreeZeoe. Policy concerning to
custom procedur, taxation and monitoring of goaodi®w and outflow on the free trade
and free port zone also have been implementedpjoosuthe free zone governance.

The establishment of the free trade and free pamezn Batam Bintan and Karimun
(BBK) is aimed to make BBK as gateway of foreigwastment, flow of goods and
services. Furthermore, BBK could become high tetdgy industrial development
center, distribution center of manufacture produatsl commodities accroos the
country, as well as international shipment servamatger.

IV.2.B.5 Technical Barriers to Trade

There are two influential bodies in determining amglanting standards in Indonesia.
First is the National Standardization Agency ofdndsia (BSN) which is responsible
for developing and promoting National Standardaatin Indonesia (SNI), including
through standards development, conformity assedsraed standard implementation.
Indonesia National Standards (SNI) are formulatesed on the international standards
or relevant foreign national standards by mearadobpting or adapting to the relevant
standards, in case any specific requirements afriesian condition must be covered,
such as geographical situation, climate conditiontber reason based on the scientific
evidence. In recent years there has been a ragingtof the institutional framework
and procedures in developing the SNI to foster ppss transparency, consensus,
impartiality, coherence, and effectiveness, talkdogount of the development dimension
and of international rules.

125



Chile-Indonesia Joint Study Group on the Feasjbilita Free Trade Agreement (FTA)

Basically SNI are voluntary; however, those SNiatetl to safety, security, health,
environment conservation and/or for economic carsitions can be made mandatory
by the relevant regulator. The objective of mandatstandards is to strengthening
national competitiveness and improving the trarspey and efficiency of trade
transaction while assuring protection to consuraégty, public health, environment and
security. By 30 September 2009 there are 6.66288N1204 of them have been adopted
as mandatory standards.

Second is the National Accreditation Body (KAN) wiihad role to implement all

activities of conformity assessment by using theional standardization scheme
endorsed by BSN. Implementation of standards isechiout through the scheme of
accreditation and certification system. In case fmroduct -certification, the

implementation of mandatory standards will be aaplby using the SNI Mark.

Accreditation process to certification bodies aalooratories is conducted by KAN and
those who had granted a certificate of accrediatiocluding the product certification
body, will have a right to conduct certificationcacding to their scope. Certificate of
conformity of product issued by overseas certifmatbody may be accepted in
Indonesia if they had been accredited by KAN, oeregas accreditation body which
accredited those organizations or laboratories bhihdady a mutual recognition
agreements with the KAN. So far KAN has alreadgdmee a signatories of IAF/PAC
MRA for QMS; EMS; HACCP and Product Certificatiorie in ILAC /APLAC, KAN

Is a signatories of MLA for testing laboratory, ibahtion laboratory and inspection
body. Scheme of KAN accreditation cover the follogviarea: Testing Laboratories;
Medical Laboratories; Calibration Laboratories;destion Bodies; QMS Certification

Bodies; EMS Certification Bodies; Product certifioa Bodies; Personnel Certification
Bodies; HACCP Certification Bodies; Eco-label ProdCertification Bodies; Organic

Food Certification; Sustainable Product Forest Mgnaent Certification Body; Timber

Legality Certification Body.

Considering the importance of harmonized standaydscilitate trade, Indonesia has
joined international standard fora such as Intésnat Organization for Standardization
(ISO), International Electro technical CommissiotER), Codex Alimentarius
Commission (CAC), and International TelecommunaratiUnion (ITU). Indonesia
taken actively role in those for a such as beconairigegional Liaison Officer (ISO-
RLO) for Asia and East Asia term of 1996-2001; memdf ISO Council for year 2005-
2206 and 2009-2010; Chairman of DEVCO in the pe#dd7-2008; Vice Chair of
ISO/TC 207/SC1; Twinning Secretary for ISO/TC 228%/ on Societal Security;
Project Leader in ISO/TC 45/SC3/WG4; Coordinator FAO/WHO Regional
Coordinating Committee for Asia (CODEX Asia) terrh 2007-2009 and 2009-2001;
member of Executive Committee CAC term of 2007-2808 2009-2011.

As Indonesia has already ratified to become the Ineerof World Trade Organization
(WTO) in 1994 through the Act No 7/1994 on AgreeimehEstablishing the WTO,

therefore Indonesia shall apply and adopt all ofeaments endorsed by WTO,
including TBT Agreement. According to the TBT.

IV.2.B.5.1 Process of Notification and Analysis of Received @anents

The process of notification starts with the develept of draft of technical regulation
by particular ministry. When the Ministry has thestf draft of technical regulation, it
will then hold meeting(s) with particular stakeheisl (representatives of other related
ministries, industries, BSN and conformity assesgrbedies) to discuss the first draft.
The draft is then sent to BSN as Notification Boalyd Enquiry Point for TBT

126



Chile-Indonesia Joint Study Group on the Feasjbilita Free Trade Agreement (FTA)

Agreement. BSN reviews the draft against TBT Agreetnand sends suggestions on
the draft regulations to the ministry, if any. Tihinistry may either accept the
comments and make amendment on the draft regulatioreject BSN’'s suggestion.
The final draft is then notified to the WTO by BSN.

BSN as enquiry point receives comments from the WW&nbers. Any comments on
the draft regulation is then communicated to relat@nistry, to be answered. The
answer to the comment is then sent by BSN to theiesr.

IV.2.B.5.2 Information regarding technical regulation and conformity
assessment procedure

Information on technical regulations notified toetWTO as well as conformity

assessment procedure can be accessed through BBditewghttp;//www.bsn.go.id).

But, full text of technical regulations as well asnformity assessment procedure
related products to can be accessed through partiaministries stipulate the

regulations, as indicated in the notification facirculated by the WTO Secretary.

IV.2.B.6 Sanitary and Phytosanitary

IV.2.B.6.1 Sanitary and phytosanitary, food safety regulations

The national enquiry point for SPS matters, theofredsan Agricultural Quarantine
Agency (IAQA), under the Ministry of Agriculture, a8 established in 2002. The
agency employs around 2,459 personnel and supserthseactivities of 51 agricultural
quarantine stations which cover more than 200 guaigts throughout the country. The
mandate of IAQA is to carry out animal, plant queiree and bio-safety control. The
agency ensures that foreign agricultural importsetméndonesia's sanitary and
phytosanitary as well as bio-safety standards. &/tlie Center for Fish Quarantine,
Ministry of Marine Affairs and Fisheries is mandate carry out fish quarantine.

In order to assure the imported fresh food of plamgin does not contain chemical
contaminants (pesticides, mycotoxin, heavy megtseeding maximum level thus safe
for consumption, Indonesia has issugdgulation of the Minister of Agriculture No.
27/2009 concerning Food Safety Control for the Im@md Export of Fresh Food of
Plant Origin. This regulation will be effective dlovember 19, 20009.

According to the regulation, there are four mechkmsi of food safety control on
importation and exportation of fresh food of plangin (FFPO), as follows:

a. Recognition of the FFPO safety control system ointxy of origin;

b. Equivalence agreement between Indonesia and th& FégRintry of origin or
destination country;

c. Recognition of the FFPO safety control in the putitun site;
d. Inspection toward every importing FFPO.

With regard to the importation of live animals amat products, a new decree on
import of meat of various species, replacing De®&Nee745/1992, has been notified to
the WTO and effective since April 2009. The scop¢he regulation of importation of
carcass, meat and edible offal covers:

e Types of carcass, meat and/or edible offal,

 Requirements of importation of carcass, meat anibleecbffal from foreign
countries;
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e Procedure of importation;

* Annual quarantine measures;

» Controlling of carcass, meat and/or edible offatmdbution and;
» Sanction

New Ministerial Decree in wood packaged have begplemented on The Ministerial
Decree No. 12/2009 concerning Requirements andeBupes of Plant Quarantine
Measure. Toward the Importation of wood Packagiregevlal into the territory of the
Republic of Indonesia. This decree go into forceSaptember 1, 2009 and have been
notified to WTO-SPS as G/SPS/N/IDN/27.

Most processed food imports must be registered thigiNational Agency for Drug and
Food Control (BPOM oBadan Pengawasan Obat dan Makapaand may require
certificates for the degree of radiation, standaofisislamic purity Halal), food
additives, food safety, and alcohol content. Adewy to the authorities, food may only
be released from customs after a food importatigprasal has been issued by the
National Agency for Drug and Food Control (BPOMBadan Pengawasan Obat dan
Makanan, based on regulation No. 28/2004. Certain focgEmg require ahalal
certificate and approval prior to import. In Sepbemn 2000, imports of chicken parts
were restricted to ensure that imports weakal.**

Pre-market evaluation is part of food safety cdntetated to the wide coverage area
and geographical nature of Indonesia which cornsfistnore than 13.000 islands to
balance post market surveillance. The objectiveref market evaluation prior to the

products distribution is to protect consumers fremducts which do not comply with

current regulations related to safety, quality,ritioh, and labeling requirements. Law
and regulation related to food product registratidtaw No. 23/1992 on Health; Law

No. 7/1996 on Food; Law N0.8/1999 on Consumer [etiaie; Government regulation

N0.69/1999 on Food Labelling and Advertising; Goweent Regulation No. 28/2004

on Food Safety, Quality and Nutrition; Decree &f Head of National Agency for Drug

and Food Control No. HK.00/05.1.2569/2004 on Ciateand Procedure of Food

Product Evaluation.

According to Government Regulation N0.28/2004 ond-8afety, Quality and Nutrion,

prior to distribution, any processed food eithesduced domestically or imported into
Indonesian territories for trade in retail packagghall obtain the registration approval
letter. The letter shall be issued by the HeachefNADFC based on the result of food
safety, quality, nutritional and labelling evaluatti

Decision of evaluation is given at the latest 60kiray days after complete and correct
document is received. Since BPOM has implementaglituiManagement System ISO

9001:2008, timeline as a quality objective for tregistration has been defined.
Decision of pre market evaluation is given at thedt: 45 working days for general
registration; 15 working days for variation of thegistered products; 5 working days
for rapid registration. There is no difference ®gistration timeline for local and

imported products. Some requirements for importeodycts intended for further

ensuring that the products being imported are aadefit for human consumption.

%1 The authorities note that the Government bannedntiportation of chicken leg quarters (CLQ) due to
health and halal reasons: it is more difficult tnitor and control the origin of CLQ than whole
chicken.
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The fee for pre market evaluation based on GovenhiRegulation No. 17/2001 within
the range of Rp 50.000,- — Rp 2.500.000, - (arodd $250) and there will be no
additional change on this.

With regard to food importation based on Law Nd9B8 on Food in article 36 stated
that only food which is imported into the territooy Indonesia to be circulated must
fulfill the provisions as referred to this Act. Timported food may only be released
from the customs based on the importation apprisgaled by the Head of the Agency.
Importing food processed products made from anshall be officially recognized by
an endorsement from the Directorate General of dtoaek, Ministry of Agriculture
before legalized to entering Indonesian territoyythe National Agency of Drug and
Food Control. This rule is in accordance to premenfrom importing products from
regions affected by animal disease based on Offfis#national des Epizooties (OIE)
report.

Since the end of year 2008, National Single Windewmplemented in purpose of
improving the importation approval process. Theviser Level Arrangement (SLA)
stated that timeframe to issue importation apprasalwithin 24 hours after the
completed document has been received during theedfiour and if the document is
received afterward, importation approval shalldsied on the following day.

IV.2.B.7Rules of Origin

ROO are used to determine whether a good tradedebatparties to an FTA qualifies
for access to the tariff arrangements negotiatetfuthe agreement. They are necessary
to ensure that the benefits reciprocally negotiateder an FTA accrue principally to the
parties to that FTA. At a minimum such rules shoelisure that goods that are
transshipped, subject to only minimal processingrernot significantly transformed in
an FTA party countries do not qualify for tariffgberences under the FTA.

Generally, to qualify for preferential tariff treaént under an FTA, a good must fall into
one of three categories.

. The first category covers goods that are whollyaotgd - that is, wholly
sourced, produced or manufactured - in the teyritdrthe FTA parties. Examples
of this category are primary products such as mleeand energy resources, and
agricultural, fishing and forestry products proddide the territory of the FTA
parties.

. The second category involves products manufacturede territory of the
FTA parties entirely from materials that themselgesisfy a ROO (that is, from
materials that are “originating” goods in their ovight in the territory of one or the
other FTA party).

. The third category involves products using nondioagng materials (that is,
using materials imported from non-FTA party couwsjibut produced in such a way
as to satisfy a prescribed ROO.

To qualify for preferential tariff treatment asignating goods in the third
category (above), goods must undergo substandiasfiormation. There are a number
of tests which may be used separately or in conilbim&o ascertain whether substantial
transformation has occurred:

. Change in tariff classification (CTC) method regsira good, after
production, to be classified under a sufficientliffestent tariff classification
(generally a change of Chapter, heading or subhgadof the Harmonized
Commodity Description and Coding System from thassification of the non-
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originating imported component materials.

. Value added method prescribes a threshold propoatiche value of a good
that must be derived from materials and procesgitigin the territory of an FTA
party.

. Processing method requires specific manufacturmgracessing operations
to be undertaken in an FTA party’s territory, sasha chemical reaction.

Indonesia has utilized a number of different RO@imes in its bilateralregional, and

multilateral trade and economic cooperation agredéseancluding: Indonesia-Japan

Economic Partnership Agreement (IJEPABSEAN-FTA (AFTA), ASEAN-China FTA

(ACFTA), ASEAN-Korea FTA (AKFTA), and Global Systemof Trade Preferences

(GSTP). Indonesia’s ROO regimes can be classifiemithree main groups.

The first approach, which is used in AFTA, is aneahdded ROO of 40 per cent. This
approach allows accumulation, that is, originatingaterial from parties to the
agreement to be used by Indonesia in reaching @heed cent value added threshold.
The AFTA ROO has recently been supplemented byatitition of a change of tariff
classification (CTC) option for a limited numbersydecific tariff lines.

In the second approach, the ROO combines the \added method outlined above
(including the cumulative) and the CTC method. Tdpproach is used in ACFTA, and
in AKFTA. The third approach, the ROO combines vakie added method (including
the cumulative), CTC method outlined above, anddpcd specific process. This
approach is used in IJEPA.

IV.3 Services
IV.3.A Chile

IV.3.A.1 Measures Affecting Trade in Services

There are a few measures that discriminate betwegional and foreign services
providers, which affect the principle of nationeddtment, and a few minor exceptions
to the MFN. Chile has some quantitative non-diegratory restriction, mainly related
to technical considerations, while in certain sexctocal presence is required to better
protect consumer interests or domestic marketlgtabi

The Chilean legislation does not foresee any spa@atment to the foreign or local
enterprises, whether they are SME’s or Trans Nati@ompanies (for further details on
the Chilean investment regimes, refers to secti@h) 8f this Joint Study). Furthermore,
applicable measures related to domestic regulagqunirements (zoning, environmental
impact studies and construction permits, among rstheare generally non-

discriminatory.

Telecommunication§?

62 References:

-Law 18.168, Official Gazette, October 2, 1982, &ah Telecommunications Law, Titles I, Il and Il
(Ley 18.168, Diario Oficial, octubre 2, 1982, Legiral de Telecomunicaciones, Titulos I, Il 'y III)
-Law 18.838, Official Gazette, September 30, 198&jonal Television Council, Titles I, Il and IIL¢y
18.838, Diario Oficial, septiembre 30, 1989, Coade¢facional de Televisién, Titulos I, 11 y 1)

-Law 19.733, Official Gazette, June 4, 2001, Law loberties of Opinion and Information and the
Exercise of Journalism, Titles | and Il (Ley 19373Diario Oficial, junio 4, 2001, Ley sobre las
Libertades de Opinidon e Informacion y Ejercicio Beriodismo, Titulos 1y 111)
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The Chilean telecommunications industry has expandeidly in recent years. The
contribution of the communications sub sector tal€& GDP increased from 1.9% in
1996 to 3.2% in 2004,

There are 12 fixed-net service providers, five ptexs of mobile services, and 18
companies providing international telecommunicaiservices. Telefénica CTC has a
dominant market position as a fixed-net provideflnof Chile's 13 regions. Since the
early 1990s, Chile's telecommunication sector tegesnbully privatized; the State is not
involved in the provision of telecommunicationsvsess.

The telecommunication sector is regulated by the-&cretary of Telecommunications
(Subtel). Subtel is in charge of implementing anereeeing the application of the
Telecommunication Law (Law No. 18,168 of 2 Octob282).

From the legal and constitutional standpoint, thexeno discrimination between
nationals and foreign investors, being there ndrioé®ns for their participation in
Chilean companies.

Domestically, the Chilean regulatory framework wa#o ample room for market

development and only controls possible abusesngrifiom a dominant market

position. This is achieved through the so-calledlifftsetting decree”, which establishes
for a five-year period the maximum rate to be chdrdor long-distance, local and
Internet services. This type of regulation, in &ddi to the implementation of the

"calling party pays" system (charges for calls m@&dm cellular phones are paid by the
calling party and under no circumstances by theivec of the call), has been highly
effective in fostering competition in all servige®vided by this sector.

* Telecommunications services licensing:

A concession granted by Supreme Decree issuedelMithstry of Transportation and
Telecommunications (Ministerio de Transportes gd@mnunicacioneshall be required
for the installation, operation, and exploitatioh tbe following telecommunications
services: public telecommunication services; ineiate telecommunication services;
and radio broadcasting telecommunications services.

A concession granted by a Resolution issued byNagonal Council of Television
(Consejo Nacional de Televisiérghall be required for television broadcasting
telecommunications services.

A permit issued by the Undersecretariat of Telecomications $ubsecretaria de
Telecomunicacioneshall be required for the installation, operatiangd development
of limited telecommunications services.

An official decision referred to compliance withethtechnical standards and non-
alteration of the essential technical featuresedfvorks issued by the Undersecretariat
of Telecommunications shall be required to rendam@lementary Telecommunications
Services (value added services).

* Juridical requirements

Only juridical persons duly constituted in Chilethvdomicile in the country may be the
titleholders, or make use of concessions, fpoaiblic telecommunications services,
intermediate telecommunication services, and rdmlaadcasting telecommunications
services.

83 Information from SUBTEL (Undersecreatry of Teleagritations)
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Only juridical persons duly constituted in Chilethvdomicile in the country may be the
titleholders or make use of concessions for telemibroadcasting telecommunications
services.

Natural persons and juridical persons duly congtitun Chile with domicile in the
country, may be the titleholders, or make use ofnts, for limited telecommunications
services.

Only juridical persons duly constituted in Chilethvdomicile in the country may be the
titteholders or make use of permits for limitecetesion services.

* Nationality requirements

For radio broadcasting concessions, only Chileanrakpersons may be presidents,
managers, administrators, or legal representat¥/ése juridical persons at stake. Also,
the majority of the members of the Board of Direstmust be Chilean natural persons.

For limited television services permits and for etesion broadcasting
telecommunications services concessions, only @ileationals may be presidents,
directors, managers, administrators, and legakssmtatives of the juridical person.

Requests for radio broadcasting concessions, stdahily a juridical person in which
foreigners hold an interest exceeding 10 percenmh@fcapital, shall be granted only if
proof is previously provided verifying that similaghts and obligations as those that an
applicant will enjoy in Chile are granted to Chileaationals in the applicant’s country
of origin.

The National Council on Televisiol€onsejo Nacional de Televisiomiay establish, as
a general requirement, that programs broadcastughrgoublic (open) television
channels include up to 40 percent of Chilean prodoc

Market liberalization, facilitating the entry of wenational and foreign competitors,
together with an attractive technological progrdsas situated Chile in a privileged
position at world level in the area of telecommatimns, and also provides an
important basis for future business expansion lmtn America and other business
partners countries.

Printed Media and News Agencies

Ownership of printed media and national news agsn@ open to foreigners, who
must, nevertheless, fulfil domicile requirementsl & incorporated in Chile. There are
also nationality and residency requirements forsiplents, administrators, legal
representatives and managers that apply to Chéedrioreign owned enterprises alike.

* Transportation
Maritime Transportation and Port Infrastructure

For Chile, building an efficient, modern and geipiaally extended port infrastructure
has been a priority task in recent years, takihg account that more than 84% of trade
is carried out by maritime transport.

More than 50% of State ports are handled by prigattor through concessions. Port
Companies, successors to the now extinct EMPOR@HEIhage state-owned ports. This
was provided for in Law No. 19,542, which amendked administration system of
State-owned ports and established the decentializaf port asset management, the
creation of the above-mentioned independent corepaand the concession of docks.
The State continues to exercises the regulatorgtifum
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The government has given in concession the auxiiarvices provided at State-owned
ports. Authorities have stated that no more publestment is to be made in new port
assets, in order to promote private investment. &Sport services, such as loading,
unloading and storage, are entrusted to privatepeoies. The main idea is to provide
ports the necessary tools for them to improve te#iciency and performance, as the
conviction exists that the private sector will lideato carry out this function better than
anyone else.

As regards international trade, no discriminatogasures are applied to foreign vessels
in connection with access to ports and port irstialhs or their use.

International commercial maritime transport to &wm Chile imposes no restrictions
upon foreign commercial vessels, except for theviptons contained in the Maritime
Transport Agreement between Chile and Brazil (19@4)l the cargo reservation
measure established through the application of réagorocity principle detailed in
article 3 of Decree Law No. 3059 (1979) which redge$ the National Merchant
Marine.

Air Transportation

Because of its geographical situation, Chile rexpigxpeditious, low-cost routes, both
within and outside its borders. The developmentdbreign-trade-based economy
renders it necessary to have means of transportstibable for the country's exportable
bases; thus, the airfreight sector grew hand irdhaith the development of exports,
particularly export products such as seeds, fredh fruit, vegetables and, in general,
products that require to be rapidly delivered toszomer markets.

The Commercial Aviation Law recognizes Chilean darkign companies alike the
freedom to offer both national and international teansport services. In other words,
any foreign or Chilean company may offer such sewiwithout any restriction, save
for those related to technical and safety consiaeTsa.

At international level, this absolute freedom hag exception: reciprocity, established
in bilateral agreements or practice. Thus, foreagmpanies may operate in Chile
insofar as their governments grant similar riglat<Chilean airlines in their respective
territories.

Under this legal system, domestic traffic grew 0,@@rcent over the period 1979-1999,
with more than 3.2 million passengers carried yedrl the 90s alone, domestic air
traffic grew at average annual rates of 18 percent.

This has not only permitted to develop productieaters in remote regions of the
country, but has also allowed to shorten distantascountry more than 4,000 km long,
and with fares that make air transport increasiadfigrdable.

On the other hand, the consolidation of two privaidines, plus several regional
airlines, reflects the dynamism of this sector.

The Chilean experience and the development ohdastry have shown that the greater
the opening to foreign competition, and the fevierbarriers or restrictions, the quicker
the growth of traffic in the sector. For this reas€@hile has an open skies policy that is
reflected in its air transport services agreements.

International cargo traffic has grown more than08,percent since 1979, according to
data provided by the Santiago Chamber of Commé&ight percent of Chilean exports
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leave the country via air, a figure that in theecatrade with the United States climbs
to 16 percent, and to 20 percent in the case dfthed Kingdom.

IV.3.A.2 International Commitments Related to Services

Among the main objective of our country at interoiaél level is the establishment of
clear regulations for services and investment, &itiew to create a wider and stable
market for our services and goods abroad. In #nnse, we seek to progressively open
up our markets for service providers and to stiezgtthe integration processes that
may contribute to the expansion of trade and foftercreation of joint ventures to
penetrate different markets.

As a result of the Uruguay Round, commercial digogs extended beyond those
related to trade in goods to cover areas such ceg, investment and intellectual
property. In recent years, our country has coethto participate in WTO working
groups on services, and in service negotiatiorisarframework of the Doha Round.

At bilateral level, some concrete results have kmdmneved through the subscription of
legal instruments that cover issues and disciplagditional and complementary to
trade in goods, as a means to achieve a bettenare profound liberalization of trade.

In this context, we should note that the Free-Trageeements with Canada, Mexico,

Central America, Korea, European Communities, Wn8eates, Japan, Peru, Colombia
and Australia include specific chapters governingss-border trade in services. Some
of these Agreements also contain chapters and esnat regulate and supplement
these disciplines, such as those dealing with eebecunications, professional services
and temporary entry of business people.

The above-mentioned Agreements are based on pgescguch as non-discrimination
and transparency, which are applied to trade mices and investments; they set forth
the restrictions that both investors and serviaiders from both countries may face
when entering the different markets; and estalthehmechanisms for the progressive
removal of such restrictions (negative list apphjac

On the other hand, in pursuing its objectives, oauntry has assumed different
obligations or undertaken different initiatives tthaolve future negotiations aimed at
further liberalizing services and investments vather countries or groups of countries.
In this context, during 2008 Chile finalized negtibns with Mercosur and China
(positive list approach).

Even though Chile has negotiated Services Chapiithsa positive and negative list
approach, the Chilean policy is to aim for Sendbapters with negative list approach.

IV.3.B Indonesia

IV.3.B.1 Measures Affecting Trade in Services

Trade barriers remain in many services sectorhi@sdsult of WTO Uruguay Round
while the pace to liberalize more progressively hasn undertaken by Indonesia to
anticipate the conclusion of WTO Doha Round. Agsttation, in mode 1 (Cross-
border supply) and mode 2 (consumption abroad)sfone services sectors such as
financial services and construction services, thesgiors are still closed for market
access. In mode 3 (Commercial Presence), servigagliars intending to supply a
particular liberalized services sector must essabéd joint venture with a local firm. In
mode 4 (Movement of Natural Persons), in geneptievailing labor and immigration
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acts permit only Director, Manager, and Expert poss to be occupied by foreign
individuals.

Barriers to services trade in Indonesia could lmersarized in below selected sect8ts.
Education: Indonesia made no Uruguay Round WTO commitmengsiucation.

Legal services: Foreign legal firms are still not allowed to ogker in Indonesia,
Indonesia has made no binding WTO offer for Modgd@nmercial presence), but has
made an offer on Mode 1 (cross border supply), Mddeonsumption abroad) and
Mode 4 (presence of natural persons). The lastirom the current situation where
foreign lawyers are restricted to working in Indsia@ act firms as employees or
experts in international law.

Accountancy Indonesia has made no WTO commitments for acimes accounting
services market

Financial services: Foreign ownership in financial services sector caurd at the
prevailing laws and regulation. State banks cordrelibstantial proportion of banking
sector assets. However, foreign participation Iso astrong, with foreign banks
estimated to own 40 per cent of Indonesia’s bankisgets at the end of 2005. For
banking sub-sector, it is allowed to acquire 49%ljgulisted shares through the stock
exchange, while for non-bank financial companies allowed to acquire 100% public
listed shares. There nevertheless remain restigtion foreign bank lending and
operations through restrictions on branches. Iadanhas made no commitment in a
number of sectors under Modes 1 and 2.

TelecommunicationsWhile there have been gradual reforms in receats; resulting
in greater competition, the two principal carrieéfg, Telkom and PT Indosat, continue
to dominate fixed phone line and international m&s. There is stronger competition
in the mobile phone sector, with Telkomsel (jointhwned by PT Telkom and Singtel)
becomes the largest supplier. Foreign investmeatl ilberalized subsectors, including
fixed line networks and mobile network, is perndttg to 35 per cent.

Computer and related services:Foreign firms can operate by establishing joint
operation through a representative office in Incige As with other sectors, foreign

consultants must comply with labor and immigratiaots. Indonesia’s Mode 3

commitment is limited to partnerships.

Management consultingndonesia has made no WTO commitments for thesgcssr

Mining, Energy and Environmental Service$ndonesia has made no WTO
commitments for these services.

Construction:Indonesia has made a limited WTO offer in thist@eavith commercial
presence only permitted through a joint operatiojoimt venture with maximum 49 per
cent foreign ownership.

IV.3.B.2 International Commitment Regimes and/or Zones

Indonesia submitted its conditional initial offar the WTO services negotiations in
April 2005. The offer does not significantly chandedonesia's existing GATS

® Summaries on barriers draw heavily on points iitéfl States Trade Representative (USTR)7
National Trade Estimate Report on Foreign Trade rigais, 2007 atwww.ustr.gov; Expanding Trade in
Business Services in ASEARegional Economic Policy Support Facility Proj@&/006, June 2007;
WTO Secretariatpp.cit, and Indonesia’s APEC Individual Action Plan 105, available at www.apec-
iap.org/
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commitments, which cover about one third of allvems sub sectors and come with
significant limitations on market access, suchaast jventure requirements and foreign
equity caps. In the offer Indonesia has proposemhnutments in a number of
professional and business services; telecommuaitgticonstruction and engineering
services; educational services; financial servicesealth services; tourism; and
maritime cargo handling. Together with other ASEANmMbers, apart from Singapore,
Indonesia is seeking progress in the negotiaticenmérgency safeguard measures under
Article X of the GATS.

IV.3.B.2.1 Indonesia Commitment on Trade in Services Agreement
under ASEAN FTA

Free flow of trade in services is one of the imanttelements in realizing ASEAN
Economic Community (ASEAN Vision 2020), where thevél be substantially no
restriction to ASEAN services suppliers in provgliservices and in establishing
companies across national borders within the regsabject to domestic regulations.
Liberalization of services has been carried oubuh rounds of negotiation mainly
under the Coordinating Committee on Services. Natgoh of some specific services
sectors such as financial services and air trabsper carried out by their respective
Ministerial bodies. In liberalizing services, theshould be no back-loading of
commitments, and pre-agreed flexibility shall beaded to all ASEAN Member
Countries.

In facilitating the free flow of services by 201ASEAN is also working towards
recognition of professional qualifications with @&w to facilitate their movement
within the region by the actions: (i) Remove subg#dly all restrictions on trade in
services for 4 priority services sectors, air tpms e-ASEAN, healthcare and tourism,
by 2010 and the fifth priority services sector,istigs services, by 2013; (ii) Remove
substantially all restrictions on trade in serviéasall other services sectors by 2015;
(iif) Undertake liberalization through consecutiinds of every two years until 2015,
l.e. 2008, 2010, 2012, 2014 and 2015; (iv) Targetchedule minimum numbers of new
subsectors for each round: 10 sub-sectors in 20®& 2010, 20 in 2012, 20 in 2014
and 7 in 2015, based on GATS W/120 universe ofilaation; (v) Schedule packages
of commitments for every round according to:

* No restrictions for Modes 1 and 2, with exceptiahge to bona fide regulatory
reasons (such as public safety) which are submacgreement by all Member
Countries on a case by-case basis;

* Allow for foreign (ASEAN) equity participation ofat less than 51 per cent by
2008, and 70 per cent by 2010 for the 4 priorityises sectors; not less than 49 per
cent by 2008, 51 per cent by 2010, and 70 per logr®2013 for logistics services;
and not less than 49 per cent by 2008, 51 perlyef010, and 70 per cent by 2015
for other services sectors; and

* Progressively remove other Mode 3 market accestalions by 2015;

(vi) Set the parameters of liberalization for natibtreatment limitations, Mode 4 and

limitations in the horizontal commitments for eaatund by 2009; (vii) Schedule

commitments according to agreed parameters foomaltireatment limitations, Mode 4

and limitations in the horizontal commitments sat 2009; (viii) Complete the

compilation of an inventory of barriers to servideg August 2008;(ix) Allow for
overall flexibilitie®, which cover the subsectors totally excluded frimeralization

® The 15% figure for overall flexibility will be réewed upon the completion of the inventory of
limitations in 2008.
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and the sub-sectors in which not all the agreedmaters of liberalization of the modes
of supply are met, in scheduling liberalization ecoittments. The scheduling of
liberalization commitments in each round shall beoaded with the following

flexibilities:

« Possibility of catching up in the next round if @iMber Country is not able to meet
the parameters of commitments set for the previousd,;

* Allowing for substituting sub-sectors that have begreed to be liberalized in a
round but for which a Member Country is not ablertake commitments with sub-
sectors outside the agreed sub-sectors; and

» Liberalization through the ASEAN Minus X formula.

(x) Complete mutual recognition arrangements (MRAsYyently under negotiation, i.e.

architectural services, accountancy services, gurge qualifications, medical

practitioners by 2008, and dental practitioners2009; (xi) Implement the MRAs
expeditiously according to the provisions of eaebpective MRA; (xii) Identify and
develop MRAs for other professional services by2Z0d be completed by 2015; and

(xiii) Strengthen human resource development anmhaty building in the area of

services.

Liberalization measures of the financial servicesta® should allow members to
ensure orderly financial sector development andnteaance of financial and
socioeconomic stability. Member Countries wouldyoéled by the following principles
in pacing their liberalization measures: (a) Lilbieetion through ASEAN Minus X
formula where countries that are ready to libeeaan proceed first and be joined by
others later; and (b) The process of liberalizasbould take place with due respect for
national policy objectives and the level of econoamd financial sector development of
the individual members. Actions of the financialctee liberalizarion are: (i)
Progressively liberalize restrictions in sub-sestor modes as identified by each
member country by 2015; and (ii) Progressivelyriiee restrictions in the remaining
sub-sectors or modes, which are not identified utyle-agreed flexibilities”, by 2020.

IV.3.B.2.2 Indonesia Commitment on Trade in Services Agreemeninder
ASEAN-China FTA

ASEAN and China signed the Trade in Services Agmdnunder the Framework
Agreement on Comprehensive Economic Co-operatidwdsn ASEAN and China
(TIS Agreement) on January,"12009. The TIS Agreement, entered into force iry Jul
2007, aims to expand trade in services in the redgimder this Agreement, services and
services suppliers/providers in the region will sgnjimproved market access and
national treatment in sectors/subsectors where ¢tments have been made.

The market access commitments of the Parties td tBeAgreement are contained in
the first package of specific schedule of committeein the Agreement. The TIS
Agreement provides for liberalization on substdntiaverage of sectors/subsectors
especially in more than 60 additional subsectorsymited by ASEAN Member
Countries which are parties to the GATS/WTO.

In terms of level of ambition, the first packagesalshows higher market access
commitments. It is expected that trade in servindbe region would expand and grow
in scale through the four modes of service delivergmely: cross-border supply,
consumption abroad, commercial presence, and maowveofenatural persons. Aside

% All measures for the financial services sectodl Wé# subject to prudential measures and balance of
payment safeguards as provided for under the WT@eféAgreement on Trade in Services.
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from increased trade, the TIS Agreement is als@ebgal to bring about higher levels of
investments in the region, particularly in sectatsere commitments have been made,
namely: (a) business services such as computetedetservices, real estate services,
market research, management consulting; (b) cai&iru and engineering related

services; (c) tourism and travel related servide; transport services; educational
services; (e) telecommunication services; (f) leedtated and social services; (Q)

recreational, cultural and sporting services; ({mi®nmental services; and (i) energy
services.

IV.3.B.2.3 Indonesia Commitment on Trade in Services Agreemeninder
ASEAN-Korea FTA

ASEAN-Korea Trade in Services Agreement was coredudn 21 November 2007 in
Singapore by nine ASEAN Member States, except @hdil and Korea. This

Agreement aims to liberalize trade in services amASEAN Member States and
Korea in various services sectors. In many instandbe level of liberalization

commitments under this Agreement are higher tham t¢bmmitments that the
participating countries made under the General &gent on Trade in Services (GATS)
of the World Trade Organisation (“GATS Plus” Priplel). The Agreement also provides
for progressive liberalization by allowing for asMfeounds of negotiations.

IV.4 Foreign Investment Regimes
IV.4.A Chile

IV.4.A.1 Treatment of Foreign Investment

Chilean economic policy has reflected the importagoven to foreign investment,
which, once established in the country, receivegeament equally favourable than the
one accorded to comparable Chilean companies. '€@lenstitution guarantees to all
individuals, Chilean and foreigners, the right &velop any economic activity, provided
applicable legislation is observed and such a@wiaire not contrary to public morals
and order, or to national security interests. Tla@eeno economic activities reserved for
the State, notwithstanding the special provisiomaldished under constitutional
regulations regarding mineral resources (minergoueces including hydrocarbon
deposits and other fossil substances). Privateeprppights are fully protected under
the Constitution. Property may only be exproprigtedsuant to specific constitutional
provisions: expropriations may only be executed Iy (i.e. requires legislative
approval) on grounds of public benefit or natiomaérest and the expropriated parties
have the right to compensation for patrimonial haemsed.

Accordingly, one of the main objectives of Chileshmeen to ensure the establishment of
clear investment rules, with a view to creating me~r and safer environment for
investors. Furthermore, Chile has taken internaticommitments in order to gradually
liberalise market access, as well as to strengtineprotection afforded to investors.

In Chile, the foreign investment regime is onerekfentry of capitals. Thus, subject to
domestic regulations, investors can materialize theestment freely.

The Central Bank of Chile has as its purposesawige for the stability of the currency
and the normal functioning of external and intenpayments. In that regard, the Bank
Act confers to it broad legal powers to, among eaqttexclusively issue regulatory
provisions regarding foreign exchange matters. dfoee, the Bank is the exclusive
entity empowered to establish and to amend thegiorexchange regime’s components
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in force in Chile. Chapter XIV of the Central BaslCompendium of Foreign Exchange
Regulations establishes rules for foreign investmeapital contributions, and credit.
Those operations shall be conducted through bandmigies and be informed to the
Central Bank. Currently, there are no restrictignse. prior authorisation, reserve
requirement) applicable to transfers in or trarsstert related to those operations.

Chile does not apply screening mechanisms of artytedoreign direct investment in
any sector of the economy; they are subject tosme domestic regulations and
procedures for approval of investments as nationastors (i.e. environmental impact
studies when required).

However, Chile has in place special investmentmegi that provide foreign investors
better treatment than their domestic counterparts.

Special Investment Regimes and/or zones

Decree Law 600

When investing in Chile, foreign investors have ¢imtion to do it through the special
and voluntary regime of DL 600. Under DL 600 inwestenter into a legally binding
contract with the Chilean State, which cannot belifredd unilaterally by the State or by
subsequent changes in the law. However, investayg, @t any time, request the
amendment of the contract to increase the amoutmeohvestment, change its purpose
or assign its rights to another foreign investére Foreign Investment Committee is the
Government’s agency responsible for administertng tegime. The DL 600 regime
does not provide special access to sectors wheggfoinvestment is restricted.

DL 600 guarantees investors the right to repatGafgtal one year after its entry and to
remit profits at any time. In practice, the one+yeapital lock-in has not represented a
restraint since most productive projects -in amash as mining, forestry, fishing and
infrastructure- require more than a one-year stanperiod. Once all relevant taxes have
been paid, investors are assured access to frealerible foreign currency without
any limits on the amount, for both capital and progmittances. In addition, they are
guaranteed the right of access to the formal exgdanarket. The repatriation of all
capital invested is devoid of any tax, duty or geaup to the amount of the originally
materialized investment. Only capital gains overt timount are subject to the general
regulations contained in the income tax law.

It should be noted that although there are no goreixchange restrictions currently in
place, the Central Bank has the authority to imp@strictions to foreign exchange
transactions, in order to preserve the stabilitythaf currency or the financing of the
balance of payments. However, DL 600 investorseasmpt from these restrictions and
their right to access the market in order to regirprofits or capital is not affected.
Notwithstanding the foregoing, DL 600 provides aafic regulation regarding capitals
brought into the country consisting of credits assed with foreign investment. In
such case, the general rules, terms, interests adiner aspects involved in the
negotiation of foreign loans, as well as the suigés on the total cost to be borne by
the borrower for the use of foreign credits, inaohgd commissions, taxes and all
expenses shall be those currently authorized droaaed in the future by the Central
Bank.
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The DL 600 contract acknowledges as foreign invesent:

- Freely convertible currency that can be exchamgiethe most favourable rate that
foreign investors can obtain from an entity authed to operate in the Formal
Exchange Market.

- Tangible assets, in any form or condition brougtd the country according to general
import regulations, without exchange coverage. Vakie of these goods will be
determined using general procedures applied to litepdhese tangible assets include,
among others, machinery or equipment used in ptoguprocesses.

- Technology, in any form susceptible to be cajzéal, which will be appraised by the
Foreign Investment Committee according to its retdrnational market value, within
120 days after the foreign investment applicat®rsubmitted. If the appraisal is not
carried out, the value assigned shall be that estidhby the investor in an affidavit. In
previous cases, independent consultants have pextbthis task.

- Credits associated to foreign investment: Theeg@regulations, terms, interest and
other modalities of foreign credit contracts, adl &e surcharges related to total costs to
be paid by the debtor, including commissions, taaed expenses, shall be those
authorized by the Central Bank of Chile.

- Capitalization of foreign loans and debts, inefye convertible currency, whose
contract has been duly authorized by the CentrakBender DL 600, investors can
increase the capital of the company which receivedinvestment through both the
capitalization of credits made under Chapter XI\ déime credits derived from current
imports and pending payments.

- Capitalization of profits transferable abroadLD600 allows capital increases of the
company receiving the investment through the chpdgiigon of transferable profits.

Foreign investors may request a maximum time |ohithree years to materialize their
contributions. Under article 11 bis of DL 600, istraents of not less than US$ 50
million for industrial or non-mining extractive gexts can request a time limit of up to
eight years. In the case of mining projects, theetlimit is eight years but, if previous
exploration is required, the Foreign Investment @ottee may extend it to up to
twelve years. Although Chile's Constitution is lhsen the principle of non-
discrimination, DL 600 offers some tax advantagesféreign investors. These are not
"tax breaks" or "tax holidays", but are intendegbtovide a stable tax horizon, acting as
a form of "tax insurance". DL 600 offers severdfeatent tax options, but basically
allows the investor to lock into the tax regimevaiéng at the time an investment is
made.

The tax provisions of DL 600 are the following:

- Invariability of Income Tax Regime. All Chilearompanies have to pay a First-
Category Tax (or Corporate tax) equivalent to 1@der Chile's General Income Tax
Regime, a 35% tax is currently levied on distriloube remitted profits. Interest paid to
non-residents is also subject to a 35% additiont#dhelding tax, however, interest on
loans granted by foreign banking or other finanmatitutions is subject to a lower rate
of 4%, provided that excess indebtedness provisionsot apply.

Under DL 600, a foreign investor can choose to lmtk an effective fixed overall tax
rate of 42% on taxable income for up to ten years,under article 11 bis- for up to
twenty years in the case of industrial and extvacihvestments of US$ 50 million or
more. The investor, thereby, acquires immunity frany tax increases in the General
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Income Tax Regime that may occur during that peridte lock-in can be waived at
any time, but an investor cannot subsequently teeethe guaranteed 42% rate. The
First-Category payment of 17% can be set againxstatrns under both the General
Tax and Invariable Tax Regimes.

- Invariability of Indirect Taxes: D.L. 600 statdsat foreign investments brought into
the country in the form of tangible assets areexilip the general VAT taxation regime
and customs regulations. However, foreign invesémesentitled to include a clause in
their contracts giving them access to a regimeftbatzes Value Added Tax (currently at
19%), as well as import tariffs on capital goodstfee project, at their rate at the date of
the investment. This special regime applies throughthe period authorized for
carrying out the investment. Additionally, impodssome of these capital goods such
as machinery or equipment are exempt from VAT, theyon a list compiled, prepared
and published by the Ministry of Economy's Forelgade Department. The current list
was approved by Decree 307 of the Ministry of Ecopopublished in the Official
Gazette ("Diario Oficial") on May 9, 2007, and isdable at:

http://www.aduana.cl/prontus_aduana/site/artic/220A4/asocfile/20070214173208
/asocfile320070903160521 1.xls

In addition, foreign investors who sign a D.L. 6@fhtract are exempted from VAT on
other technology imports, provided they appear los list compiled by the Foreign
Trade Department. The products currently listeduishe accounting and data processing
machines, TV cameras, lasers and magnetic resorarageng diagnostic equipment
(MRI), among several others.

- Special Regime for Large Projects: Under artiddebis of D.L. 600, investments in

new industrial or extractive activities, includimgining, are entitled to additional tax
benefits, provided they have a value of at leas$ 88 million. Currently, the Foreign

Investment Committee is revising its policy regagdarticle 11 bis, and new contracts
under this regime are not being approved at this.tiThis policy is subject to change in
the future.

- Tax on mining projects. On 16 June 2005, Law 20026 published in the Official
Gazette. It establishes a specific tax on mininiyiées, which came into force on 1
January 2006. The Law amends Decree Law 600 byngdainew Article 11 ter. The
article establishes a regime of invariability fdretaforementioned tax, for those
investors that sign a new foreign investment cattrelated to projects with a value of
no less than US$ 50 million. In order to opt inkistspecial regime, investors with
existing foreign investment contracts must not hanagele use of the special invariability
regimes set out in articles 7 and 11 bis of DL 68(Qthey must renounce those regimes
at the time of opting into the rights under artitle ter. The deadline for submitting a
request to opt into the regime under 11 ter foegters with existing foreign investment
contracts was November 30, 2005. More informati@y ive found at:

http://www.cinver.cl/index/plantilla2.asp?id_seatid &id_subsecciones=140

A foreign investor who wishes to invest through ke 600 regime must submit an
application to the Executive Vice-Presidency of #areign Investment Committee.
Since June 6 of 2003, the minimum investment amdonta new project is US$

5,000,000 (five million dollars) when investmentsnsist of foreign currency and
associated credits. The minimum amount is US$ 20800 (two and a half million

dollars) when the investment is in the form of faig assets, technology, and
capitalization of profits or capitalization of citsd The Foreign Investment Committee
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retains the right to modify both figures. Projecabmitted to the Committee's
consideration must involve a ratio between equity associated credits of up to 25/75.

In the case of foreign currency, investors can etestheir foreign exchange operation
only when the contract has been duly signed. Howewdhen submitting the
application, they can request a special authoomatio exchange their currency
immediately. Any other type of capital contributioequires the Foreign Investment
Contract to be duly signed.

Foreign Investment Capital Funds (FICEs in Spanish

The investment regime of Law 18657 on Foreign ltmest Capital Funds (FCIFs or
FICEs in Spanish) is a regime created to gain acime€hilean securities when capital
controls where in place in Chile. Today, foreigmastors who wish to invest in Chilean
securities issued in Chile are not required to Wthriough this regime. The regime
establishes a preferential tax treatment for foraigpital investment funds. FCIFs are
required to obtain a favorable report issued by @lglean Superintendence of
Securities and Insurance (Superitendencia de \&lgr&Seguros, SVS) in order to
conduct business in Chile. FCIFs may not remit tehgor five years following the
investment of such capital, although earnings nmayemitted at any time. A FCIF may
hold a maximum of 5% of a given company’s sharklpagh this can be increased to a
maximum of 10% if the shares are first-issue shd&reghermore, no more than 10% of
a FCIF’'s assets may be invested in a given compastgck, unless the security is
issued or guaranteed by the Republic of Chile erGbntral Bank. All together, no more
than 25% of the outstanding shares of any listedpamy may be owned by FCIFs.

Investment Agreements

Chile’s approach to investment protection agreemest

Chile has pursued international investment agre&nas a means to strengthen the
investment environment by providing certainty reljjag rights and obligations of
investors. Bilateral investment treaties (BITs) apecific investment chapters in free
trade agreements (FTAS) signed by Chile containsea regarding fair and equitable
treatment, national treatment and most favouretmagtatus. In addition, Chile has
included investor-State dispute settlement mechanisin these international
agreements.

Chile initiated negotiations of BITs in the 199@ifter adhering in 1991 to the 1965
Washington Convention on the Settlement of InvestniEsputes between States and
Nationals of Other States. Through BITs, Chile gnéses offers protection to investors
and guarantees the free transfer of capital, ofitpror interest generated by foreign
investments, and, in general any transfer of furelated to investments, without
affecting the regulatory powers of the Central Bamigarding foreign exchange
transactions. These agreements establish invesatve-@spute settlement mechanisms
in case of disputes, to ensure that disputes widdtled through friendly consultations.
If no agreement is reached, investors are entitbedpt for international arbitration,
rather than submit the case before the Chileaartsls. In most BITs, this jurisdictional
option is final; once the investor has chosen dnthe options, it cannot turn to the
other.

Chile’s current policy is to include specific inwe®nt chapters in FTAs and to have
these replace existing BITs. Even though some FhAse maintained in force
previously signed BITs, it has been Chile’s prefese to have a self-contained
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investment chapter which regulates both investmengjoods and in services in a
negative list approach. Additionally most of theASTcover investment from the pre-
establishment phase. These investment chaptersdprtive protection offered by the
BITs and include additional provisions that inceeie level of protection of investors,
such as more developed rules on minimum standatckatment and expropriation, as
well as prohibition of certain performance requiegnts and of the imposition of
nationality requirements on senior management aradomembers. As for investor—
State dispute settlement, many of the FTAs havenpeoed to BITs, additional

provisions that cover consolidation, amicus curtesmsparency, preliminary objections
and the treatment of frivolous claims.

Finally, Chile’s investment chapters contain, usual an annex which modifies the

obligation of free transfers in and out of the doyrprovisions that reserve the right of
the Central Bank to impose restrictions on trasséerd payments, in accordance with
the provisions of the Constitutional Organic Lawtloé Central Bank, if and when such
measures were needed in order to maintain thdistaddfi the currency and the normal

functioning of internal and external payments.

Agreements in force

Chile has thirty-nine BIT’s currently in for.In addition, it has signed nine FTAs and
two association agreemefifsin total, Chile has FTAs and association agreesént
force with 47 countries. Eight of these treatievehanvestment agreements, six of
which have a self-contained chapter and two mairitaforce previously signed BITS.
Furthermore, Chile recently has concluded negotiati of FTAs including self-
contained investment chapters with Peru and Colanthit they are still in process for
Congressional approval. Once these FTAs come imtcef the respective BITs will
cease to apply.

Chile’s association agreement with the EC, whicterd into force on 1 March 2005,
is one of the EC’'s most far-reaching trade agreésnenth a non-EC country. It
includes separate chapter for the provisions reggrdvestment for delivery of goods
and of services. The chapter covering establishrioerproduction of goods provides
national treatment for a list of sectors.

IV.4.B Indonesia

IV.4.B.1Treatment of Foreign Investment

The principles of the Act No. 25/2007 on Investinare: Legal certainty; Equal
treatment of capital investment and business seletotection from nationalization and

7 BITs are in force between Chile and Argentina, thal&, Austria, Belgium and Luxembourg, Bolivia,
China, Costa Rica, Croatia, Cuba, the Czech Repub&énmark, Ecuador, El Salvador, Finland, France,
Germany, Greece, Guatemala, Honduras, Island, Ikdyea, Malaysia, Nicaragua, Norway, Panama,
Paraguay, Peru, the Philippines, Poland, Portugainania, Spain, Sweden, Switzerland, Ukraine, the
United Kingdom, Uruguay, and Venezuela.

® FTAs have been signed between Chile and CanadaaClapan, Korea, Mexico, Panama, United
States, the countries of Central America and thenbses of EFTA. Chile signed an association
agreement with the European Community and the TRaudfic Strategic Economic Partnership (P4)
agreement with New Zealand, Singapore and Bruneu$3alam. In consequence, Chile has FTAs or
association agreements in force with the followlDCD countries: Japan, United States of America,
Canada, Mexico, Korea, New Zealand (P4), EFTA (&wiand, Iceland and Norway), the European
Union members of OECD and Australia (recently niaged).

% |n addition, negotiations are underway with P4 rbera to add a specific chapter on investment to the
existing agreement.
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expropriation; Provisions regulating dispute set#at; Transparency and
accountability principles; Clear definition of sext closed/open with condition;
Procedures for investment approvals will be stragadt and Incentives will be given to
new investors for selected sectors (e.g. Pioneetors® and regions: Fiscal,
Immigration, Access to land etc.

Presidential Decree in December, 2007 (Perpres NL/2007) updated the
classification of restricted investment sectorsarndsectors that are totally closed to
investment, both domestic and foreign; sectors #natclosed completely to foreign
investment; sectors that are open to foreign imregbut with the requirement that the
foreign investor set up a joint venture with andndsian entity; and sectors that are
open to foreign investment but with specific regments (Table 4.4).

There are no foreign exchange controls affecting thpayment of loans and the
remittance of profits, dividends, interest, andaltigs. However, documentation on all
foreign exchange transactions must be provideduditg receipts of sale, issuing

letters, and loan agreements. All foreign loanstie reported to Bank Indonesia to
ensure repatriation in case exchange controlsngpesed in the future. The Rupiah, the
local currency, remains freely convertible. In @mr 2002, Indonesia changed the
restrictions on the export of Rupiah by Indonesiamg non-citizens, aligning them with

the Act No. 15/2002 on Money Launderifg.

Table 4.2. Investment negative list, 2007

No. Business Field ISIC Sector

1 | Gambling/Casino 92429  Culture & Tourism

Historical and Ancient Inheritance (temples, patace

2 | ancient inscription, remains of the past, anc|en®2323 | Culture & Tourism
buildings, etc.)

3 | Government Museums 92321  Culture & Tourism

4 | Traditional /Environment Occupation 92323  Qrdt& Tourism

5 Monuments 92324| Culture & Tourism

6 Sacr(_ad Place’s Destination (t_he sites of eligiautsed, 92439 | Culture & Tourism
remains of the past, cemeteries, etc.)

7 Utilization of (collecting) Natural Coral 01501 Forestry

8 | Catching fish species written in Appendix | CHE 05011 | Marine & Fishery

9 Management and Organization of Radio Frequeg NCY/903 Communications &
Spectrum Monitoring and Satellite Orbits Informatics

10 Institution for Public Broadcasting (LPP), Radioddgn 92131 Communications &
Television. Informatics

11 | Procurement and Organization of Inland Terminal | 63310 | Transportations

12 | Organization and the Operation of Weighing 8eid 63390 | Transportations

13 | Organization of the Testing of Motor Vehiclegp@y 63390 | Transportations

14 | Organization of Periodic Testing of Motor Vdaic 63390 | Transportations

15 | Sailing Telecommunications /Navigation Suppor63321 | Transportations

© The law was subsequently amended in September 20B&lp reduce corruption and crack down on
illicit activities. However, Indonesia was stititegorized in July 2004 as a "non-cooperative agliy

the Paris-based Financial Action Task Force (FAd#)money laundering, which placed it on a black lis
of seven countries. According to the FATF, theidigion did not go far enough in criminalizing the
laundering of crime proceeds, allowed banks tog ltnfile reports, and failed to address unautleatiz
disclosure of such reports. However, Indonesiameawved from the list of Non-Cooperative Countries
and Territories (NCCT) on 11 February 2005, basedmevaluation that it had improved its anti-money
laundering (AML) systems for strict customer idéo#tion, suspicious transaction reporting, bank
examinations, and legal capacities to investigate@osecute money laundering.
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Facilities
16 | Vessel Traffic Information System (VTIS) 6232[L Transportations
17 | Air Traffic Guidance 63330 Transportations

Chemical Industry capable of damaging the
environment, such as: Pentachlorophenol, Dichjoro
Diphenyl Trichloro Elhane (DDT), Dieldrin,

Chlordane, Carbon Tetra Chloride, Chloro Fluaro24212 Industry
Carbon (CFC), Methyl Bromide, Methyl Chloroforin,
Halon, etc.

18

Chemical Industry of schedule-l, Chemical Weapon
19 | Convention (Sarin, Soman, Tabun Mustard, Levigite24119 | Industry
Ricine, Saxitoxin, VX, etc.)

20 Alcohol-containing beverage Industry (liquor, wi

ne
and malt-containing beverage) 15510 | Industry

21 Chlor-alkali Industry using Mercury-containing 24111 | Industry

materials
22 | Cyclamate and Saccharine Industry 24119  ingus
23 | Marijuana Cultivation 01119| Agriculture

Source: BKPM, based on Presidential Decree No. 111/200iewed at:
http://www.bkpm.go.id/file_uploaded/Perpres No IMdhun2007.pdf

IV.4.B.2 Special Investment Regimes and/or Zones

Indonesia has signed investment guarantee agreer(i&hs) with 60 countries, of
which 18 are APEC Members. Three IGAs have beamesigince 2004, with Bulgaria,
Iran, and Saudi Arabia. Indonesia is a Member g Multilateral Investment
Guarantee Agency (MIGA) in order to secure investimeagainst political risks and
have access to effective investment dispute mitigatin order to deal with FDI-related
disputes, Indonesia also became a member of tamhattonal Centre on the Settlement
of Investment Disputes (ICSID).

As ASEAN member country, Indonesia committed toaattforeign direct investment to
the ASEAN region. In this region, A free and opeawestment regime is key to
enhancing ASEAN’s competitiveness in attractingefgn direct investment (FDI) as
well as intra-ASEAN investment. Sustained inflow$s pew investments and
reinvestments will promote and ensure dynamic agrekent of ASEAN economies.

ASEAN investment cooperation is being implementddough the Framework
Agreement on the ASEAN Investment Area (AlA), 19@8jle investment protection is
accorded under a separate agreement i.e. the ASEAdement for the Promotion and
Protection of Investment, 1987 or commonly referted as ASEAN Investment
Guarantee Agreement (IGA).

Under the AIA, all industries (in the manufacturiregriculture, fishery, forestry and
mining and quarrying sectors and services incideiatahese five sectors) shall be
opened and national treatment granted to invebtis at the Pre-establishment and the
post-establishment stages, with some exceptiondisted in member countries’
Temporary Exclusion Lists (TEL) and Sensitive Li&3&). The TEL is to be phased-out
based on agreed timelines. Although the SL doeshaw¢ a timeline for phasing-out,
they will be Reviewed periodically.

145




Chile-Indonesia Joint Study Group on the Feasjbilita Free Trade Agreement (FTA)

IV.4.B.3 Investment Arrangement

Investment incentives apply to all investors, damesnd foreign. They include duty
concessions on imported inputs and capital goaus$ additional incentives for export-
oriented investment as well as investment in cent@gions. A Presidential Instruction
(Inpres 3/2006) directs the Minister of Financedatermine the industries and sectors
eligible for tax incentives under Article 31A ofetlexisting tax act.

IV.5 Trade Defense Measures
[V.5.A Chile

IV.5.A.1Trade Defense Measures

Chile's legal framework for safeguard measures cm@g Article XIX of GATT 1994,
the WTO Agreement on Safeguards, Law No. 18,52%faed in May 31, 1999, by
Law 19,612), and the Regulations on the Applicatbisafeguard Measures issued by
the Ministry of Finance in Decree No. 909 of 17 gu®99. Law No. 19,612, Chile's
first law on safeguard measures, established them# Commission In charge of
Investigating Price Distortions in Imports , the @aission (mentioned in Law No.
18,525) as the authority to initiate and conductestigations relating to safeguard
measures and to recommend the imposition of safdgunaasures! Recently, the text
of Law 18.525 was restructured, keeping the substar its provisions in Decree N°
31/2005 of the Ministry of Finance.

Pursuant to this Law, the President of the Republ&y applyad valorem tariff
surcharges through a Supreme Decree of the MinistryFinance, subject to a
favourable report by the National Commission. ¢ tvritten request of the domestic
industry or on its own initiative, the National Congsion may initiate investigations to
determine serious injury to the domestic industryhe threat thereof, due to a surge of
imports.

As established by the Regulations on the Applicatd Safeguard Measures, serious
injury is understood to mean a significant impainine the position of a domestic
industry. In determining the existence of injurytloreat thereof, the Commission must
evaluate all relevant objective and quantifiabledes.

Within ninety days from the initiation of the int&gtion, the Commission must decide
whether, the available information leads to thecbagion that imports of a product have
increased in such volume and under such condiéent cause or threaten to cause
serious injury to domestic producers of like oredtty competitive products. If this is
the case, it must adopt a Resolution recommendi@gpplication of tariff surcharges:
the Resolution, together with the background infation and conclusions of the
investigation, are conveyed to the President oRbepublic, who makes a final decision
through a Decree of the Ministry of Finance. Whéhne available information does not
permit the establishment of a safeguard measuee,Gbmmission must dictate a
resolution to end the investigation and transnet diecision to the Minister of Finance
to be summarized and published in @iicial Gazette

In critical circumstances where delay would cauamage that would be difficult to
repair, the Commission may recommend to the Presidé the Republic to apply
provisional tariff surcharges within a period oktgi days from the initiation of the
investigation. The Commission's recommendation tnings based on a preliminary

L Chile’s notification is available in WTO documeBtSG/N/1/CHL/2, 24 August 1999.
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determination of the existence of clear evidenes the increase in imports has caused
or threatens to cause serious injury.

The surcharges may not be applied for more thanyeae including the period of
provisional application of the measure. This p&noay be extended for one further
period not exceeding one year, subject to a favderneport by the Commission. The
Commission may at any time recommend that the egimdin of the tariff surcharges in
effect should be modified or abolished before tleipiry date. The Law does not
provide for the imposition of quotas. Commissiagcidions are by majority of the
votes cast. The approval of three quarters of tembers of the Commission is
required if the application of a surcharge increas$e tariff in place above the WTO
bound tariff rate.

Since the Safeguard Legislation has been in faZtée has imposed seven definitive
safeguard measures, out of eleven investigations.

IV.5.A.2 Antidumping Measures and Countervailing Duties

The Agreement on Implementation of Article VI oBtIBGATT 1994, the Agreement on
Subsidies and Countervailing Duties, Article VI &ATT 1994, and the WTO
Agriculture Agreement, all apply with the force lafv in Chile since the enactment of
the Marrakech Agreement by Supreme Decree No. iieeoMinistry of Foreign Affairs
of 5 January 1995 (Chapter Il), the Decree N° 31320f the Ministry of Finance,
Decree No. 575 of the Ministry of Finance contagnthe Regulations on Article 11 of
Law No. 18,525. With respect to bilateral agreemmeimt the Chile-Canada Free-Trade
Agreement and in the Chile — EFTA FTA, the Partigseed not to apply antidumping
measures to their reciprocal trade, respectively.

The various definitions contained in the WTO Agreats on Anti-Dumping and on
Subsidies and Countervailing Duties apply fully,these Agreements are an integral
part of the Chilean legislation.

The National Commission In charge of Investigatidfgce Distortions in Imports,
created by Article 11 of Law No. 18,525, carrie$ iowestigations related to all aspects
of anti-dumping and countervailing measures. Thoen@ission is composed of: the
National Economic Prosecutor's Office, who chdirsno representatives of the Central
Bank of Chile, one representative respectivelyhef Ministries of Finance, Agriculture,
Foreign Affairs, and Economy; and the National Diog of Customs. The Central
Bank provides the Technical Secretariat for the @dsgsion.

The Commission conducts an investigation if the glamant can provide evidence of a
distortion (dumping or the existence of a subsay) the manner in which it causes or
threatens material injury to the Chilean industGomplaints can be submitted by any
industry group or in the name of any industry grouphe Commission may also

conduct investigations on its own initiative whenhas access to information that
justifies doing so. This was the case of the dugppinvestigation of the Argentinean

imports of wheat flour initiated in October 2006dattat subsequently resulted in the
application of a antidumping measure.

After a complaint has been lodged the Commissiorstnpublish a notice of the
initiation of the investigation with informationleged to the subject of the investigation
in the Official Gazette Within thirty days from the date of this publica, the
Commission shall receive all information interespedties wish to submit, and request

2 See Chile’s notification in WTO document G/ADP/KZHL/2.
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any information it considers necessary. Beforeh#w a decision, the Commission
must conduct public hearings. If the Commissiomsiters that, on the basis of
available information, it is possible to establible existence of price distortions and
that these distortions cause or threaten to caagerial injury to the affected domestic
industry, these findings must be stated in the @@sion’s decision recommending the
application of anti-dumping or countervailing dstie

Any anti-dumping and countervailing duty proposeg the Commission must not
exceed the margin of distortion, which is calcudabyy comparing dumped with non-
dumped imports. The Commission may also recommenthe President of the
Republic the application of provisional duties. tihsdumping and countervailing duties
can be imposed for a maximum of one year. Howeaangew investigation can be
initiated if the Commission considers that thereeiddence for the duty to be
maintained.

Against the background of increased worldwide usamni-dumping measures, Chile
has contributed to the WTO Negotiating Group witlview to clarify and improve
various provisions of the Anti-Dumping Agreementtia¢ multilateral level. . They
cover,inter alia: duration of anti-dumping measures, facts avadabbnstructed value,
zeroing, assessment of injury, price-undertakirlgsser duty, and review of anti-
dumping orders.

The latest anti-dumping measure to be adoptedtafthe imports of Wheat Flour from
Argentina and was imposed on January 2009. Thstlateintervailing duty, applied in
2000, affected imports of powder milk from Unitei®s and the European Union.

IV.5.B Indonesia

IV.5.B.1 Trade Defense Measures

Trade defense Measures, i.e. anti-dumping, ansidyband safeguards, can play an
important role against unfair trading practiced@ened by other country to sustain free
and fair trade. There are a number of areas whdsehroadly agreed that the trade
defense system could be transparent, efficientandssible.

IV.5.B.1.1 Safeguards

A WTO member may restrict imports of a product tenapily (take “safeguard”
actions) if its domestic industry is injured orehtened with injury caused by a surge in
imports. Here, the injury has to be serious. Saedjuneasures were always available
under GATT (Article 19). However, they were infremily used, some governments
preferring to protect their domestic industriesotigh “grey area” measures-using
bilateral negotiations outside GATT’s auspicesytpersuaded exporting countries to
restrain exports “voluntarily” or to agree to otmeeans of sharing markets.

IV.5.B.1.2 Anti-Dumping Measures and Countervailing Duties

According to Article 6 GATT, countries were allowéal take action against dumping.
The Anti-Dumping Agreement clarifies and expandsiole 6, and the two operate
together. They allow countries to act in a way twauld normally break the GATT

principles of binding a tariff and not discriminagi between trading partners-typically
anti-dumping action means charging extra impory dut the particular product from

the particular exporting country in order to briitg price closer to the “normal value”
or to remove the injury to domestic industry in imgporting country.
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Anti-dumping measures can only be applied if theagung is hurting the industry in the
importing country. Therefore, a detailed investigathas to be conducted according to
specified rules first. The investigation must easduall relevant economic factors that
have a bearing on the state of the industry in tipreslf the investigation shows
dumping is taking place and domestic industry isdp@urt, the exporting company can
undertake to raise its price to an agreed levadrder to avoid anti-dumping import
duty.

Detailed procedures are set out on how anti-dumpasgs are to be initiated, how the
investigations are to be conducted, and the camditfor ensuring that all interested
parties are given an opportunity to present evidednti-dumping measures must
expire five years after the date of imposition,assl an investigation shows that ending
the measure would lead to injury.

IV.6 Government Procurement
IV.6.A Chile

IV.6.A.1 Legal Framework:
a) For goods and services:
Law on Terms and Conditions for Administrative Slyppnd Service Contracts N°

19.886. (Ley N° 19.886, Ley de Bases sobre Corgtriatiministrativos de Suministro y
Prestacion de Servicios).

Regulations for Law N° 19.886 on Terms and Cond#ifor Administrative Supply and
Service Contracts (Aprueba Reglamento de la Ley9I886 de Bases sobre Contratos
Administrativos de Suministro y Prestacion de Szog).

English: http://www.chilecompra.cl/english/publications.html

SpaniSI’h’ttp://WWW.ChiIecompra.cl/normativa legal.html

b) For construction services:
Ley Organica del Ministerio de Obras Publicas, DNFL850. (Public Works Law).

Reglamento para Contratos de Obras Publicas, DSP NN° 75. (Public Works
Regulation).

Reglamento para Contratacion de Trabajos de CamiyltDecreto MOP N°48. (
Consultancy Regulation).

Ley de Concesiones de Obras Publicas, (Decret@8upN° 900. (Concessions Law)
Reglamento de la Ley de Concesiones, D.S. N° @&@hdessions Regulation)

Procurement Law N° 19.886 applies for additionalvmions not considered by the
laws and regulations mentioned above.

http://www.mop.cl/documentacion.htm

IV.6.A.2 Main objectives of the System:

Chile’s Public Procurement System is regulatedheyltaw N°19.886, enacted on July
2003. The Procurement Law provides the contradramhework for the purchase of
goods and services and establishes “ChileComprag, ¢lectronic procurement
platform, that seeks to build a more friendly atekible State, oriented to serving
people, businesses and public institutions.
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The procurement of public works and concessionsudeel by independent regulations.

The strategic principles of the public procurem&ygtem in Chile, which have allowed
it to grow and expand, are Free Access, Univeysaitd Non-discrimination. The
government procurement measures are applied:

e To achieve maximum transparency and efficiency e tGovernment
Procurement market;

« To create an institutional framework to ensure ¢halgjectives;

« To preserve principles regarding equality before taw, competition, non
discrimination and due process;

e To cover a substantial proportion of buying emgitiesuch as Central
Government, Regional Governmentsténdenciasand Gobernaciones Local
GovernmentsNlunicipalidade$, some public enterprises, etc.;

* To establish open tendering as the general ruté; an

* To use the electronic system for all public ergitéend procurement procedures.

IV.6.A.3 Government Procurement Court

The Chilean System on government procurement cqistes a judicial authority in

order to settle legal disputes in this area naffrdounal de la Contratacion Publica

(Government Procurement Court). This court doesdepend from the Government or
the administrative agencies. It began to work opt&aber 27 of 2005 and it is
composed of three lawyers (judges) and their cpording alternates. This court has
jurisdiction to try challenge actions against ilégor arbitrary acts or omissions
occurred in the procurement administrative procesiwith public agencies governed
by the Government Procurement Act.

IV.6.A.4 International Agreements regarding Government Proarement

Chile has negotiated Government Procurement clseapieits Free Trade Agreements
with:

1. Central America: Costa Rica, El Salvador and Guatem(With the latter
country, although the negotiation is concludedateeement is not yet in force).

United States

South Korea

European Union

European Free Trade Association (EFTA)

P4 (New Zealand, Brunei, Singapore and Chile)
Japan

Canada

© o N o Ok WD

Mexico

10. Colombia (not yet in force)

11. Australia (not yet in force)

12.Uruguay (This is an Agreement and is not yet ircépr

At the multilateral level Chile is an active panpiant in APEC’s GPEG and an observer
(not signatory) of WTO’s GPA.
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IV.6.A.5 Main elements to be considered in a GP Chapter
For Chile, the main elements to be considered@iPaChapter are:

* To ensure non discriminatory market access.

e Transparency.

* Procedural simplicity with open tendering as thiadk mechanism.
* Due process.

* Wide scope on procurement, with significant coveragterms of entities, and
thresholds.

* Challenge procederes.

IV.6.B Indonesia

In relation to government procurement, the Govemnod Indonesia has introduced
new procedures to improve the transparency andieifty of procedures and to foster
competition in bidding for Government contract @dential Decrees 80/2003 and
8/2006). The procedures covered by the decreeerédatransparency, efficiency and
effectiveness, fairness and accountability, inaigdoy simplifying bid procedures and
acquirements and encouraging post qualificationhotetfor open tender. The decree
obliged to all government agencies to declare Gowent project plans and announce
the tender invitations and provide related inforpratn one national newspaper, and by
2008 the announcement of tenders will also be puzield in a national procurement
website. Widespread procurement public noticesapected to increase the number of
procurement participants, to enhance the qualifgro€urement process and to achieve
more accountability and reliability of the proces&l simultaneously obtain government
expenditure savings, as a result of more optiomgio the best tender.

The Presidential Decree also allows procuremerttcgzants to file complaints and/or
claims if there is any indication of corruption,llosion, nepotism and violation of
contracts. The decree urges that moral integrity rasponsibility along with technical
qualifications and capability of procurement prsfesals is essential to conduct
procurement operations, and this is enforced thHroagtraining and examination
program.

Based on the Presidential Decree, each governngemicg is required to publish the
bidding value up to Rp 1 billion (for services acmhstruction projects) and Rp 200
million (for consultancy projects) in a nationaldaa provincial newspaper. Under those
thresholds, bids must be published in a local napwsp The establishment of a
National Public Procurement office, the issuancerofessional certification and wider

competition are key features of the updated decfagthermore, a draft new

procurement act provides more clarity on procurdnpiicies and procedures and
stronger enforcement mechanisms. Procurementrigaimiodules for international and

national competitive bidding procedures have besypared by the Government to
develop professional procurement expertise. A pégbrocurement system, being
developed by the Government, is expected to prodaeegs of up to 25 per cent.

In addition, Indonesia’s government procurementtiooles to be used as an important
instrument of industrial policy. Its main policy jebtive is to increase the use of
domestic production, design, and engineering with &im of expanding domestic
employment and national industries. However, sopeeial preferences are granted to
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encourage domestic sourcing, and there are prosom the maximization of local
content in government projects, regardless of tairce of funding.

Foreign firms bidding on high-value government-sgmed projects have been asked to
purchase and export the equivalent value in seldaonesian products. Government
ministries, institutions, and corporations are e&tee to use domestic goods and
services to the maximum extent feasible, with tkeeption of foreign-aid-financed
procurement of goods and services.

Foreign participation in procurement contracts ubjsct to certain conditions. For
example, under the 2004 decree, foreign compameeglagible to bid for government
contracts as part of a joint partnership or as laantractor to a domestic firm, and
permissible foreign participation were increasemmfrUS$1 million to US$5 million.
Regional decentralization may introduce additiobalriers as local and provincial
governments adopt their own procurement rules.

The authorities estimated that government procun¢ine2006 accounted for 30-40 per
cent of total government expenditure. No informatiwas made available on the
volume of government procurement in public-sectdemprises and other government-
affiliated agencies, or the percentage of contrastsrded to foreign companies.
Indonesia is not a party to the WTO Government th@oent Agreement (GPA) but is
an active participant in the Working Group on Tgarency in Government
Procurement.

Recently, the Government is developing an Electr@overnment Procurement System
(E-GP) to enhance transparency, accountability, effidiency in the procurement

system, and by reducing opportunities for corrupti(Presidential Instructions 5/2003
and 5/2004) on the subject of Electronic Governntemicurement (E-GP). In early

2008 the Government will conduct an E-GP pilot pcbjin several line ministries and

selected provinces/local governments. In the fyttine E-GP will be progressively

implemented nation-wide.

IV.7 Transparency

IV.7.A Chile

Transparency is one of the basic principles in &imladministrative law and under Free
Trade Agreements signed by Chile.

IV.7.A.1 Transparency in the Administrative Law

The general principle in the Chilean ConstitutiéutiCle 8, Paragraph 2) establishes
that acts and resolutions of the State’s agencepuablic, and also their rationale and
the procedures that are followed. However, a quequalified law may establish the

secrecy or confidentiality if the publicity affectbe tasks of the State’s agencies,
fundamental rights, security of the nation or naglanterest.

Law N° 19,880, “Basis of Administrative Proceedihgpublished in the Official
Gazette in 2003, sets the basis of the adminigé&raioceedings that rule the acts of the
agencies of the Administration of the State. This kstablishes the general rules that
govern the administrative proceedings. Howevecase that any special law establishes
another special proceeding, the latter shall ptevai

This law recognizes that Publicity and Transparerarg the principles of the
administrative proceedings. This means that theiradtrative proceedings shall allow
and promote public knowledge, content and bastheflecisions adopted by agencies.
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Therefore, unless the law or regulations estabdishespecial rule, the administrative
acts of agencies are public, as well as the doctskat sustain or complement them.

Moreover, the Law N°©19,880 establishes other ppiesi of the administrative
proceedings, such as: writing; gratuitousness; quoal economy; impartiality and
refutability. One of the most important goals aégk principles is to protect the rights of
the citizen in relation to agency’s acts.

Furthermore, this law establishes a group of sjgecitizen rights that reinforce the

performance of the law: the right, in any timetloé proceeding, to know about the
stage of the act; to obtain a legal copy of theudwents that are part of the proceeding;
to know the officials any offices of the Adminidicm that are in charge of the

proceedings; to have access to the administratite (hearings or written orders or
decisions) according with the law.

From another perspective, the Law N°19,653, pubtish the Official Gazette in 1999,
establish the right to any person to require anfprimation to agencies of the
government. Article 11 of this law develops thehtigp know of the citizen in public
affairs.

Finally, on August 20, 2008 Law N° 20285 on AccéssPublic Information was
enacted. This Law regulates the principle of transpcy of the functions of the State,
the right to access information dictated by thee®aOrgans, and the procedures used
in their dictation; as well as exceptions to thelmity of this information.

IV.7.A.2 Transparency in Free Trade Agreements

The main purpose of the transparency rules in rtbe trade agreements is to facilitate
communication between the Parties and to make ablailany information to the
citizens about measures concerning to any issueredvn the Agreement. From this
perspective, transparency involves that Governmshtauld provide the necessary
means for individuals to become acquainted withrtles and thus allow compliance
with them.

The transparency rules of the free trade agreenestablish that the governments have
to publish laws, regulations, procedures and adstrative rules of general application

without delay and give the opportunity to anotharty?to make observations about the
regulations. Additionally, transparency seeks th@atthe greatest extent possible, one
Government notifies the other Government and ciszef any actual or proposed

measure that may affect the functioning of the &grent or the interests of any Party
there under.

Furthermore, these rules include provisions on lolotl process in matters concerning
administrative procedures, which may affect aspeot®red in the Agreement and the
creation of information centers with a view to faating communication between the
Parties in matters concerning the Agreement.

Finally, free trade agreements signed by Chile Witmnada, Mexico, Central America,
Korea, the United States, the European Union, EFPFA(New Zealand, Singapore and
Brunei Darussalam), China, Japan, Colombia, Ecyddanaméa, Peru and Australia
contain regulations concerning transparency.

IV.7.B Indonesia

Transparent policy and rule making is a key coodif effective investors’ decisions
and a well functioning economy. The former includede and investment reforms,
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while the latter refer to external factors suchtigbtening labour markets and rapidly
rising real wages in other South-East Asian coastlike Korea and Taiwan, which
transformed Indonesia into an attractive destimatior FDI, especially in labour-

intensive activities.

IV.7.B.1 Transparency in the Administrative Act

On February 26, 2006 the President of the Repudililmdonesia issued Presidential
Instruction No. 3 of 2006 Regarding Policy Packiagdmprovement of the Investment
Climate (Pl 3). The issuance of PI 3 is intendedenve and improve investment in
Indonesia so that it will become increasingly clead transparent to both local and
foreign investors. Collaboration between policy erak regulatory implementers, legal
enforcers and the private sector in the processdacilitate greater transparency are
other reform measures that will attract the largare sustainable investment from the
more transparent countries.

I\V.7.B.2 Transparency in Free Trade Agreement

In establishing FTAs, Indonesia starts with a jofaasibility study. This process
involves consultation with stakeholders such aateel government ministries/agencies,
chambers of commerce and industry, as well as bssiassociations. The focal points
e.g. Ministry of Trade need to have prior inter epdrtment meetings because FTA
needs cross-sectors negotiation contents (custtamsfinance, foreign affairs, etc.).
After all the necessities in filtering all aspeofsach stakeholders agreed, then it can be
signed and ratified to State Secretary. Not all §Taed parliament approval but always
require to be signed by the President.

IV.8 Movement of Business Persons

IV.8.A Chile
* Regulations:

The general “Entry” regime can be considered alhigonvenient for foreigners.
Legislation such as Decree Law N° 1094 of 1975 fonefgn citizens”, and Supreme
Decree N° 597 of 1984, facilitate the “entry analytof foreigners in Chile, either for
commercial or turistical purposes. Additionally,tamational legislation including
international bilateral agreements should be camsitl as regulations currently
enforced in Chile.

* Agreements:

Chile has included a specific Chapter on TempoEarlyy of Business Persons (TEBP)
in Free Trade Agreements with the U.S., Canada,iddeXorea, Japan, Colombia and
Australia. With the E.U., China and Mercosur theBFEcommitments are reflected on
the positive list as Mode four concessions.

Chile has negotiated comprehensive Chapters onsgug, which effectively facilitates
bilateral trade on a mutually advantageous bascodlingly, Chile has included
different categories of businesspersons, such as:

e Business visitors

e Traders and Investors

e Intra - Company Transferees
* Professionals
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Having these categories included, automaticallkslithe TEBP Chapter to those
regulating Cross Border Services, Financial Sesvickwvestment, and National
Treatment and Market Access for Goods, as it tatds the supply of a services or
allows in situ contact between the investor and his investmé;developments of

business opportunities; the personal supply ofraice and the free flow of human

resources within a company with commercial pres@mtige territory of the Parties.

Regarding specific disciplines, they are aimed t¢bieve greater transparency and
increase the exchange of relevant information betwéhe Parties. Particularly
important is the Temporary Entry Committee, whiak,a general rule, sessions once a
year with the purpose of reviewing existing measuaed develop new measures aimed
to facilitate the temporary entry of businesspesson

Notwithstanding the fore coming, the benefits asded to Chapters on TEBP do not
intent to affect “sensitive issues” of domesticipgl such as the access to the labor
market or migration issues. In sum, the TEBP Chagiteuld not affect the Parties right
to regulate on the different aspects of their immattign policy, as specifically provided
in the “Relation with Other Chapters” article.

* Regimes for entry and work

Chilean migration laws are contained in Decree dwv 1,094 of 1975, on foreign
citizens, and regulations there under establishdd.$. No. 597 of 1984. Furthermore,
this matter is governed by provisions containedtarnational treaties and agreements
subscribed by our Government.

These legal texts vest the power to issue visagesident permits for foreigners in the
Ministry of Interior and Foreign Affairs.

The Ministry of Interior exercises these powerstigh the Department of Migration
and Alien Affairs at central level, and througheinor government offices at regional
and provincial levels. In turn, the DepartmeniGainsular Affairs and Immigration of
the Ministry of Foreign Affairs is responsible féoreign citizens affairs and issues
consular authorizations and residence visas thr@glean Consulates abroad.

The migration legislation contains the followinggration categories:
» Tourists

Tourist is any individual entering the country fmperiod not exceeding 90 days, for
recreation, sports, health, study, business, famaligious and other similar reasons, but
not for purposes of immigration, residence or depelent of remunerated activities.

In some cases, for reasons of national interebased on the principle of international
reciprocity, individuals should obtain a consulatherization (visa) from the concerned
Chilean Consulate abroad prior to their entry taleCiHowever, holders of the APEC
Business Travel Card do not require consular aizaton.

* Residence

Residence Subject to a Labor Contract peisigranted to foreigners who enter the
country under a work contract. This type of res@enisa is subject to the performance
of the activities agreed with the employer (who mibe domiciled in Chile) and is

issued for a maximum period of two years, and mayektended for similar periods

while the contract duration.

155



Chile-Indonesia Joint Study Group on the Feasjbilita Free Trade Agreement (FTA)

Student Residenceermits are granted to foreigners who enter thentyg in the
capacity of registered students in State or Setegnized educational institutions or a
private institution recognized by a latter, or inheher or specialized educational
centers or institutions provided they can substéattheir corresponding enroliment.
This permit only allows doing the relevant studiesl is issued for a maximum period
of one year, and may be renewed until completiothefrelevant study program. In the
case of scholarships, the permit is issued fodtiration of the scholarship.

Temporary Residence pernstgranted to foreigners with proven family tigsrderests
in the country whose residence is deemed useftbavenient.

Generally, this type of visa allows its holder &rry out any activity in Chile, to the
extent that the laws permit such activities. lissued for a maximum period of one
year, and may be renewed for like period.

IV.8.B Indonesia

Legal basis of the employment policy aligns witht Ado. 13 / 2003 concerning

Manpower. Foreign workers have been regulated imid#r of Manpower and

Transmigration Regulations No. 2 / 2003, mentiotied the official positions allowed

to work in Indonesia include director, manager fipalarly for HRD manager, the

position shall not be taken by foreign workers)] éechnical expert, with period of stay
is two years and could be extended for maximum tiwees subject to two years

extension each time. The employing of foreign veoskcan only be set through legal
sponsorship. Foreign technical experts must benapaanied by local workers in order
to gain transfer of technology for Indonesian waoske

* Regulations:

The general “Entry” regime can be considered alhigonvenient for foreigners.
Legislation such as Decree Law N° 1094 of 1975 fonefgn citizens”, and Supreme
Decree N° 597 of 1984, facilitate the “entry analytof foreigners in Chile, either for
commercial or turistical purposes. Additionally,tamational legislation including
international bilateral agreements should be camsitl as regulations currently
enforced in Chile.

e Agreements:

Chile has included a specific Chapter on TempoEarlyy of Business Persons (TEBP)
in Free Trade Agreements with the U.S., Canada,iddeXorea, Japan, Colombia and
Australia. With the E.U., China and Mercosur theBPEcommitments are reflected on
the positive list as Mode four concessions.

Chile has negotiated comprehensive Chapters onsgug, which effectively facilitates
bilateral trade on a mutually advantageous bascodlingly, Chile has included
different categories of businesspersons, such as:

» Business visitors

» Traders and Investors

» Intra - Company Transferees

» Professionals
Having these categories included, automaticallkslithe TEBP Chapter to those
regulating Cross Border Services, Financial Sesyickwvestment, and National
Treatment and Market Access for Goods, as it tatds the supply of a services or
allows in situ contact between the investor and his investmé;developments of
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business opportunities; the personal supply ofraicse and the free flow of human
resources within a company with commercial pres@émtige territory of the Parties.

Regarding specific disciplines, they are aimed t¢bieve greater transparency and
increase the exchange of relevant information betwéhe Parties. Particularly
important is the Temporary Entry Committee, whiak,a general rule, sessions once a
year with the purpose of reviewing existing measuaed develop new measures aimed
to facilitate the temporary entry of businesspesson

Notwithstanding the fore coming, the benefits asged to Chapters on TEBP do not
intent to affect “sensitive issues” of domesticipgl such as the access to the labor
market or migration issues. In sum, the TEBP Chagiteuld not affect the Parties right
to regulate on the different aspects of their immatign policy, as specifically provided
in the “Relation with Other Chapters” article.

IV.8.B.1Regimes for entry and work

Chilean migration laws are contained in Decree dwv 1,094 of 1975, on foreign
citizens, and regulations there under establishdd.$. No. 597 of 1984. Furthermore,
this matter is governed by provisions containedhtarnational treaties and agreements
subscribed by our Government.

These legal texts vest the power to issue visagesident permits for foreigners in the
Ministry of Interior and Foreign Affairs.

The Ministry of Interior exercises these powerstigh the Department of Migration
and Alien Affairs at central level, and througheinor government offices at regional
and provincial levels. In turn, the DepartmentGainsular Affairs and Immigration of
the Ministry of Foreign Affairs is responsible féwreign citizens affairs and issues
consular authorizations and residence visas thr@glean Consulates abroad.

The migration legislation contains the followinggration categories:

» Tourists

Tourist is any individual entering the country fmperiod not exceeding 90 days, for
recreation, sports, health, study, business, famaligious and other similar reasons, but
not for purposes of immigration, residence or depelent of remunerated activities.

In some cases, for reasons of national interebased on the principle of international
reciprocity, individuals should obtain a consulatherization (visa) from the concerned
Chilean Consulate abroad prior to their entry taleCiHowever, holders of the APEC
Business Travel Card do not require consular atzaoon.

« Residence

- Residence Subject to a Labor Contract persngranted to foreigners who enter the
country under a work contract. This type of res@g#enisa is subject to the performance
of the activities agreed with the employer (who mibe domiciled in Chile) and is

issued for a maximum period of two years, and mayektended for similar periods

while the contract duration.

- Student Residencpermits are granted to foreigners who enter thenty in the

capacity of registered students in State or Setegnized educational institutions or a
private institution recognized by a latter, or inheher or specialized educational
centers or institutions provided they can substéattheir corresponding enroliment.
This permit only allows doing the relevant studiesl is issued for a maximum period
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of one year, and may be renewed until completiothefrelevant study program. In the
case of scholarships, the permit is issued fodthration of the scholarship.

- Temporary Residence permg granted to foreigners with proven family ties o
interests in the country whose residence is dearsefill or convenient.

Generally, this type of visa allows its holder &rry out any activity in Chile, to the
extent that the laws permit such activities. lissued for a maximum period of one
year, and may be renewed for like period.

IV.9 Intellectual Property Rights
IV.9.A Chile

IV.9.A.1 Chile policy regarding the main IPR Treaties underthe auspices of
the WTO

Maintaining an adequate and balanced intellecttaggrty system is a key issue for the
Chilean economy. The Chilean legal and institutiomfamework for IPRs grants
protection to all categories of intellectual prdgancluded in the Agreement on Trade
Related Aspects of Intellectual Property Rights IFRAgreement) of the World Trade
Organization (WTQO), namely: copyright and relatéghts, trademarks, geographical
indications, patents, industrial designs, layousigles (topographies) of Integrated
Circuits and Protection of Undisclosed Informati@hile also confers protection to
new plant varieties. In addition to the standardthe TRIPS Agreement and those in
the major WIPO treaties, Chile has commited to eévgher standards through bilateral
trade agreements.

Chile has been a member of the World IntellectwapBrty Organization (WIPO) since
June 1975, and has signed a number of IPR conventim addition, Chile has been a
WTO member since 1 January 1995 and the WTO AgreeareTrade-Related Aspects
of Intellectual Property Rights (TRIPS Agreemeraine into force in 2000.

158



Chile-Indonesia Joint Study Group on the Feasjbilita Free Trade Agreement (FTA)

Table 4.3. Chile's participation in international IPR agreements

Date on which Chil
Agreement, convention or treaty (latest Act in whighile became party (date
participates) became party to tf
latest Act)

Berne Convention for the Protection of Literary alwhe 1970 (Ju
Artistic Works (Paris Act) 1975)

Convention Estdtshing the World Intellectual Proper June 1975
Organization

WIPO Copyright Treaty March 2002
WIPO Performances and Phonograms Treaty May 2002

Paris Convention for the Protection of Industriabgerty June 1991
(Stockholm Act)

Rome Convention forthe Protection of Performer September 1974
Producers of Phonograms and Broadcasting Orgamizati

International Convention for the Protection of Ne&anuary 1996
Varieties of Plants (UPOV 1978)

The Chilean IPR regime has evolved significantlyréeent times as a result of the
incorporation of TRIPS commitments into nationaV.l&lso, several amendments have
been made to comply with international obligatiaiesived from bilateral agreements
(mainly with the EU, the US, EFTA, Central Americdanada, Mexico and Korea).
New amendments will be incorporated into the ChiléR legislation because of the
ratification of the WIPO Internet Treaties and thgplementation of other bilateral IPR
commitments.

In late 2003, two sets of amendments were madbetdCopyright Law to implement
TRIPS and the Free Trade Agreements, and in la@b 28nd early 2007 two
amendments to the industrial property law were &iac

The main domestic statutes for the protection dR iR Chile are the Intellectual
Property Law (Copyright Law), Law No. 17.336 of 2t@ber 1970 with its Regulation
and the Industrial Property Law, Law No. 19.039,J2huary 1991, with amendments
introduced by Law 19.996, of 1 December 2005, aad 20.160, of 26 January 2007,
and its Regulation.. The protection of new vargtid plants is regulated through the
New Plant Varieties Law, Law No. 19.342 of 3 Noveanli994. These statutes cover
the major IP areas referred to in the TRIPS Agregraed also by main WIPO treaties.

e Industrial Property Rights

Historically, the Department of Industrial Propedfythe Ministry of Economy was in
charge of granting industrial property rights (eathrks, patents, utility models, layout
design of integrated circuits, industrial designgluding the registry of geographical
indications and appellations of origin. The Seeagpd@tment of the Agriculture and
Cattle Service is in charge of administrating thel€an registry of new plant varieties.

However, a new institutional framework for the isthial property administration was
recently enacted and entered into force in JanR@@® (Law n° 20.254). The reformed
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Industrial Property Office (INAPI, by its Spanisltcranym) replaced the existing

Chilean registry in order to improve registrati@nsces for trade marks, geographical
indications, patents, utility models, industrialsa@gs and layout designs of integrated
circuits, by granting more human and financial teses. Moreover, the referred

amendment provided INAPI with authority to applgkithuman and financial resources
to conduct new capacity building activities in arde promote the use of industrial

property rights.

Also, as mentiened above, during 2005, the widedtraost significant reform to the
Industrial Property Act was conducted since itscémant in 1991 (Law n° 19.996).
This reform implemented pending commitments of WO TRIPS Agreement and
incorporated provisions to protect undisclosed nmiation related to pharmaceutical
and agrochemical products for 5 and 10 years, otspdy. Additionally, it established

a special registry for geographical indications appellations of origin, rules for
assesment of damages for infringement of induspraperty rights; and new civil

actions and precautionary measures that providedgheholders with a wider range of
tools to address judicial enforcement of their tsgh

In 2007, the Industrial Property Act was amende@wLn® 20.160) in order to
incorporate and protect sound, collective and foeation trademarks. Additionally, it
provided for a patent term extension to compengateunjustified delays in the
administrative process to obtain registration.

Thereof, currently Chilean national law providestpction for 10 years to trademarks
right holders, but they may be renewed indefinit@lyere are no requirements of use
for registration or renewal of trademarks. Indadtdesigns that are novel are protected
by 10 years from the date of filling. This peri@non-extendable. Textiles designs and
stampings may be protected at the same time unojgyright Law.

In the case of patents, they patents are protaoteéchile for 20 years from filing.
Economic models and business plans, discoverientsc theories and mathematical
methods, surgical, therapeutic or diagnostic methqaant varieties, animals and
software are not protected by patents or utilitydels. Patent system includes
compulsory licenses in cases of (i) monopoly aby{sgnational security, public health,
and national emergencies, (iii) non-commercial pubke, or (iv) cross licensing in
relation with patented subject matters.

In regards to Plant Varieties, Chilean legislatisrhomologated to UPOV 1978 Act.
Nevertheless, Chile is committed to adhere to UPX991 and currently, a bill that
permits the latter is being presented to Congraisgd approval and will is expected to
come into force by the year 2009. Rights relatedNéwv Varieties of Plants must be
pursued before civil courts.

Industrial property right holders have both ciuildacriminal remedies and can collect
costs and damages. Courts have, among othersadbkyfto order the destruction of
tools and implements used to produce the falsiioabr copy. The Customs Service
may also enforce some industrial property righthatoorder.

In addition, Law 19.039 establishes for internatioexhaustion of these rights.
Consequently, parallel importations are allowed.

» Copyrights and Related Rights

The Copyright Department of the Library, ArchivesdaMuseums Directorate is in
charge of the Copyright Register. The main Copyrigtatutes are the Intellectual
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Property (Copyright) Law, Law No. 17,336 of 2 Oaoll970 with its Regulation
(Supreme Decree No. 4,764 of 8 January 1985).

The term of protection for copyrights and relatigghts is 70 years. In conformity with
the Berne Convention, protection is automaticaflgognized once works are created,
but a register is available for publicity measur&dditionally, register constitutes a
legal presumption of ownership in favor of the parsvho is registered as right holder.

According to the Copyright Law right holders hdweth civil and criminal remedies
against infringers of rights. Once convicted, infers may be forced to pay damages
and fines, and also be imprisoned. The Customsicgemay also enforce some
intellectual property rights at the border.

A new bill was introduced in Congress2rof May 2007 to amend the Copyright Law.
The main objectives of this new bill is to improseforcement of copyright and related
rights through new civil and criminal procedures, ihtroduce a new regime of
exceptions and limitations to copyright and to tatp the responsibility of internet
service providers for eventual copyright infracgpmn accordance with international
standards. This bill is currently being discussettha Chilean Senate (Upper House).

« Enforcement of Intellectual Property Rights

The Department of Industrial Property, the CourtAppeal for Industrial Property
(reformed under the Law No. 19.996) and the Agticel and Livestock Service for
issues elated to plant varieties are responsibieafiministrative actions related to
opposition or annulment of applications or granesgistries.

Criminal and Civil remedies provided for infracteomn the Industrial Property and
Intellectual Property Laws must be pursued befaud @1d Criminal Courts.

Persons convicted for offences against right heldéintellectual or industrial property
rights may be required to pay costs and damagegibholders and also fines. In cases
of intellectual property violations infringers calso be imprisoned.

In the year 2000 Congress passed new legislatioanf@verall modification of Chilean
criminal system. This reform, which has been im@ated in every Chilean Region (in
Santiago has been implemented on June 2005), baggb increase efficiency both in
criminal courts and in action of police agencieaiast IPR infringers.

Aditionally in early 2008, the Chilean Civil Politecorporated a new specialized unit —
BRIDEPI — devoted to investigate and prosecute esispecifically related to IPR. The
unit extends its authorities over all issues reldte offenses related to industrial and
intellectual property rights. One of the purposdsB&RIDEPI is to identify and
disarticulate criminal organizations dealing withapy, counterfeit and related offenses
through intelligence investigations. This specwtdizunit is expected to become a
cornerstone of the Chilean national system for &@pfforcement that came to couple a
number of other initiatives in the same directicarried out by other Chilean agencies,
such as the Chilean National Customs Service aadCthilean National Prosecutor’s
Office.

* Others issues
Undisclosed Information

A whole new chapter for undisclosed information wasoduced to the Industrial
Property Act (Law 19.039) in 2005 to protect batide secrets and undisclosed data of
new chemical entities submitted to government aigsrfor approval of pharmaceutical
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and agricultural chemical products. Regarding thetet, the protection of
pharmaceutical products extends for a 5-year tedmie agricultural chemical products
are subject to a 10-year term.

Protection of undisclosed data of pharmaceuticatiypets is under the jurisdiction of
the Institute of Public Health, while protection whdisclosed data of agro-chemical
products is under the control of the Agriculturedahivestock Service. These
government agencies are obliged to protect undisdianformation submitted to them
in the process of sanitary registration againstldsire and, additionally, are not
entitled during the term of protection to grant ity registrations based on the
protected data.

In addition to substantive provisions of the IndwastProperty Act, Decree 153 of the
Ministry of Health regulates the procedure to abtarotection for undisclosed
information of pharmaceutical products that are cbemical entities.

Other administrative measures, such as publicatiaime Institute of Public Health’s
web site of all applications for new pharmaceutalducts, are maintained to ensure
that interested parties have the opportunity tanymtty assert their rights in Court.

IV.9.A.2 Geographical Indications

Geographical indications of Chilean wines and &piare regulated through the Law
No. 18.455 and its Regulations. As mentioned eartiee last amendment of the
Industrial Property Law creates a registry for €an and foreign geographical
indications available for any kind of product.

Most of Chile's preferential agreements contairvigions for the explicit recognition of
Gls. For instance, the Chilean geographical inthoatPisco” has been recognized in
agreements with Mexico, Australia, New Zealandg8&pore, Japan, Canada, the United
States, Mexico, China and the European Union.

« Evaluation of an agreement in Intellectual PropertyRights

Considering that almost every single FTA negotidigdChile’® includes provisions on
IPRs, we envisage having IPR provisions in an exarggreement, through which both
countries reaffirm its mutual international commamis on IPRs, and state for
commitments in areas of particular interest of khumlties.

The overall objective of comprehensive initiativasthis field should be to facilitate
and encourage Chilean and Indonesian partnershighén pursuit of increased
competitiveness, fostering innovation and creatiagy opportunities for trade and joint
ventures, including mutual consultation on comn®@R Interest issues.

IV.9.B Indonesia

IV.9.B.1General Information

In the efforts of administering and developing theellectual property rights (IPR)
system in the country, the Government of Indonbsist made a number of significant
efforts. Those include the fulfilment of obligaticunder the TRIPS Agreement, the

3 Free Trade Agreement with: Canada, United Stdtdsmerica, Japan, Korea, Mexico, China, Central

America, European Free Trade Area—EFTA, as wetha#Association Agreement between the European
Union and the Trans Pacific Strategic Economic reaship (Chile-New Zealand, Singapore, Brunei

Darussalam).

162



Chile-Indonesia Joint Study Group on the Feasjbilita Free Trade Agreement (FTA)

improvement of the IPR sytem, the improvement diflisgtawareness on the importance
of IPR, the fostering of closer and more productoaperation with all related
institutions and stakeholders including law enfareat agencies, and human capacity
building.

Indonesia is strongly believes that an effectivetgution system for intellectual
property is one of the important keys to advandimg national interest of economic
development through promoting creative and inneeadictivities in the country as well
as improving the conditions for investments, traade thechnological development.

IV.9.B.2 IPR Laws and Regulations
Indonesia has implemented many laws and regulation®rder to develop and

strenghten the protection IPR and effective enfoex®@ mechanism. Currently, there
are sven IPR laws, namely:

* Law No. 29 of 2000 regarding Plant Variety Prot@ct{PVP);

e Law No. 30 of 2000 regarding Trade Secret;

e Law No. 31 of 2000 regarding Industrial Design;

* Law No. 32 of 2000 regarding Lay-out Design of greged Circuit;

e Law No. 14 of 2001 regarding Patents;

e Law No. 15 of 2001 regarding Marks; and

e Law No. 19 of 2002 regarding Copyrights.

With regards to IPR enforcement mechanism, these lhave some main
features among others:

* Introduced the Commercial Courts as the judicighaxities in handling IPR
civil cases, including its new procedural law likerovisional decision
(injunction) and the time period to settle IPR koases;

* Introduced an arbitration or any other alternatigputes resolutions for IPR
disputes settlement;

* Introduced a minimum sanction and/or fine for IPRinger;

e Increased the amount of maximum sanction and/erfbn IPR infringer.

However, there are also some IPR provisions regdiliait other laws namely like:

« Law No. 17 of 2006 Regarding Amendment of the Law. NO of 1995
Regarding Customs (Chapter X, Article 53 to 64);

 Law No. 18 of 2002 regarding the National SystenRetearch Development
and Application of Science and Technology (Artit® (2,3, and 4); Article 16
(1), Article 23 (1 and 2), and Article 24 (3 and 4)

Besides those laws, many regulations on IP oreeélti IP have been also stipulated in
the past ten years, namely:

* President Decree No. 74 of 2004 regarding the iRatibn of the WIPO
Performances and Phonograms Treaty (WPPT);

* President Decree No. 83 of 2004 regarding Paterploiation by the
Government on Anti-retroviral Medicines;

* Government Regulation No. 13 of 2004 regardingTitkng, Registering, and
Using of Original Variety for Making of Essentiakbvation Variety;

* Government Regulation No. 14 of 2004 regarding Bequirements and
Procedures for the Transfer of PVP and the UserofeBted Variety by the
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Government;

* Government Regulation No. 27 of 2004 regarding magxploitation by the
Government;

* Government Regulation No. 29 of 2004 regarding Highhnology Production
Facilities for Optical Discs;

* Government Regulation No. 1 of 2005 regarding thec&lure of Application
for Registration of Industrial Designs;

e Government Regulation No. 2 of 2005 regarding thendltant of the
Intellectual Property Rights;

* Government Regulation No. 7 of 2005 regarding thiga@ization, Role and
Function of the Trademark Appeal Commission;

* President Regulation No. 20 of 2005 regarding riglli Examination, and
Settlement Disputes of Trademark Appeal Procedures;

* Government Regulation No. 40 of 2005 regarding @nganization, Role and
Function of the Patent Appeal Commission.

IV.10 Environment and International Trade

IV.10.A Indonesia

» Trade and Environment issue in WTO
As a member of the WTO, Indonesia actively partitgs in negotiation of Trade and
Environment issues. However, a humber of issuegimgl to the interaction between
WTO rules and environmental objectives have be@&sidered in disputes in the WTO.
At Doha in November 2001, WTO Members agreed taifipeout limited negotiations
on particular trade and environment issues. Withieav to enhancing the mutual
supportiveness of trade and environment, tradesteirs also agreed to negotiations on:

1. the relationship between existing WTO rules andcBigelrade Obligations (STOs)
set out in multilateral environmental agreement&Ad);

2. procedures for regular information exchange betw®EIA Secretariats and the
relevant WTO committees, and the criteria for trengng of observer status;

3. The reduction or, as appropiate, elimination offftaand non-tariff barriers to
environmental goods (EGs) and services.

Negotiations on market access for environmentadgand services have made little

progress. Developed countries favour variationsannagreed list of environmental

goods. In contrast, developing countries includmdpnesia would prefer to designate

goods as “environmental” depending on their uggainicular projects.

Refer to Paragraph 31 (i); Indonesia supports ttopgsal that there is no conflict
between STOs in MEAs and WTO's rules. In additimalonesia also refuses to apply
MEAs experts in dispute settlement panel of WTQ. the Paragraph 31 (ii), Indonesia
supports procedures for regular information exckabgtween MEA Secretariats and
the relevant WTO committees. In relation with paagdp 31 (iii), Indonesia proposes
that the criterias used in determination of EGs"sirggle environmental use” and “non-
production process method (non-PPM)”.
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V. ANALYSIS OF THE EFFECTS OF TARIFF REDUCTION ON
CHILE/INDONESIA IMPORTS, EXPORTS AND INVESTMENT

V.1 Bilateral Trade Liberalization
V.1.A Chile

V.1.A.1 Introduction

This section analyses the effects that a tarificidn would bring about in bilateral
trade between Chile and Indonesia. The latter eafisider a set of partial equilibrium
models, one for exports and one for imports, takirig consideration Chilean trade
data from 2007. Both models consist in studying heawarket separately and
determining the effect of a full tariff reductiam the quantities demanded and supplied
of goods, and does not take into account the oglsliips between these markets and the
rest of the economy, as well as macro restrictadmesources in the economy. The final
results in terms of imports and exports are givenhe difference between demanded
and supplied goods after the application of thifteeduction. Other models might be
analyzed, but in our experience partial equilibrinmodels are better suited for the
impacts in small economies.

Since this analysis is performed only on tradeddgod leaves aside the potential trade
between the two countries (trade in non-traded gpodhis subset of products is
important to analyze too, because allows to quarhé total gain of a Free Trade
Agreement. We do this at the end of this chapter.

V.1.A.2 Analysis

The methodology to estimate the impact of a Chilmdonesia FTA orexports and
imports, global and by sectofsin described in this section.

V.1.A.2.1Exports

Following the methodology suggested by Valdé<>, Ra the case of the expansion of
Chilean exports to the trade partner (in this dagdenesia), it is assumed that Chile is a
“small country”, thus the increase in the exportmmium will depend on the price
elasticity of the exports supply. The observed giit the trade partner (Indonesia) is
equivalent to the international price plus the piting (current) tariff, p (1 +to), and it
does not change as a consequence of the FTA. Teusariff rebate will mean a higher
price for the exporter of the “small” country, aras a consequence it will be
experienced an increase in the exported volumenfdqya The exporters, with the FTA,
will face a new tarifft;, and by definition the consumers of the tradingne will not
experience a change in the paid price, exportamivep (1 +to) / (1 +1t;) for their
goods. In algebraic terms, the increase of Chikeqorts to the trade partner (Indonesia
in this case) is expressed as follows:

AX =Xt & Aty / (1 +t1)
In which,

" Evaluacién Impacto Liberalizacién Comercial. “Udatodologia para Evaluar el Impacto Cuantitativo
de una Liberalizacién Comercial: Aplicacién al Alebtre Chile y EEUU". 1992, Estrategia Comercial
Chilena para la Década del 90. Andrea ButelmantsidRaMeller, CIEPLAN.

> Document of the earlier footnote, based in Cline,(1978), “Trade negotiations in the Tokyo Round:
A Quantitative Assessment”, Washington D.C., Bragki Institution, and other publications.
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AX . increase of Chilean exports sent to the trzaiener (Indonesia)

Xt : Current Chilean exports to Indonesia

& : Price elasticity of Chilean exports supply

Aty . differential between the current Indonesiaftamd the tariff after the FTA
t : Indonesia tariff after the FTA

The above-mentioned equation is applied to eactoruslassification item, provided
that the following conditions are met:

Trade before the FTAis > 0, and
Tariff equivalent or current (ad-valorem)> 0
If these conditions are not met, the calculatiomied out for each item is cancelled.

For the global impact, it is considered that thditoh of the change in every single
export item to Indonesia would reflect the totatremse in Chilean exports to that
country in the hypothesis that all customs itemsauldosimultaneously face a zero
tariff’®. The above-mentioned implies that the obtaininghefdear result requires of a
certain period, determined by the tariff reductierms negotiated among the parties.

V.1.A.2.2Imports

Following the same approach by Valdés, R., the nreasent of the change in imports
coming from the trade partner, when this is a cgueece of a bilateral tariffs

reduction, considers two impacts: trade creatiod aade diversion. The first one

implies a larger availability of units of the codered item. In turn, the second case
involves the substitution of other sources of sypipl favor of the trade partner,

assuming that the total availability of goods ramaonstant. Both impacts are
expressed algebraically as follows:

CC =M enp,e Atcy/ (1 +to)
DC=@p¢* P, s M « MM/ (M" + MRM)

By which,

CcC . Trade creation of Chilean imports coming frdahe trade partner
(Indonesia)

MT : Current Chilean imports from Indonesia

Np : Price elasticity of Chilean imports demand

Atcy . differential between the Chilean current tadffd the free trade tariff
applied to the trade partner

to : Current Chilean tariff or before FTA applied to the trade partner

DC : Chilean Imports trade diversion in benefitrddonesia exports

. Elasticity of substitution among imported goodsning from different markets
MRM : Chilean imports from the rest of the world

®Itis to be pointed out that, as it is not possital apply the mathematical expression to thoselgjtat
Chile currently does not export to the trade par{iredonesia), even if Chile has comparative acsges
in those products, the global estimate would bestwadued.

" The Chilean unilateral tariff rate since 208 flat 6%.
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P : Proportional variation in the relative pricegpressed as:
Pr=[1+t) / (L +t" 1 1 +to") / (1 +t°°M] -1

In which, t," andt,’ are the actual tariffs applied to Indonesia adiredt before the FTA.
And, in turn, t;°°" and t,*°" are the actual tariffs applied to the rest ofwheld after
and before the FTA.

Similar to the case of exports, these expressimsised to calculate the impact in each
customs item and then, added will represent thgetatrade imports coming from
Indonesia as a consequence of the FTA.

Based on the earlier, and using the HarmonisedeB8ysft Chilean Tariffs (SACH), are
obtained the global impact on Chilean exports anplorts. As a next step, comparing
the equivalence of the customs classification drel ISIC, it is possible to get the
impact of the FTA with Indonesia at a sector level.

V.1.A.3 Conclusions

V.1.A.3.1Trade impact of a Free Trade Agreement between Cheland
Indonesia

The prospective Free Trade Agreement (FTA) betw&aite and Indonesia raises basic
questions related to the impact that it might ireuc the trade flows between both

countries. The change that these flows might egpesg is part of the components that
will help to assess if the agreement is beneffoathe Chilean economy. To attempt to

obtain the required information in this respect thethodology that has been earlier
described was used. It is necessary to point @ittbiere are other questions related to
the potential FTA between Chile and Indonesia tjutabeyond the scope of the analysis
presented in the above mentioned methodology.

The assessment of the impact of a potential FTavéah Chile and Indonesia is based
on the figures for imports and exports in 2007 leding those items with special tariffs
treatment (or qualification, STT).

The assessment considers the change that botre@Inigorts and exports from and to
Indonesia might experience, considering the pretaifts paid by each partner and
then a hypothetical scene by which each all custitenss would face simultaneously a
zero tariff, that is a free trade between the taontries.

Besides, to estimate the changes in exports add tneation on the imports side it was
necessary to use the supply price elasticitiexpbrs and the demand price elasticities
for imports that correspond to the ones used bylé#l(1992). Concerning trade
diversion on the imports side that would be expemel because of the FTA, it is
required to have the value of the elasticity of silbbtion for imported goods from
different markets. For that purpose, the value .6f was chosen, as recommended by
UNCTAD (1989)2.

Chilean exports to Indonesia reached in 2007 apmabely 237.4 million dollars FOB,
comprising 96% of products without tariff. On thiaer hand, Chilean imports added to
around 188 million dollars CIF for the same yedne3e are concentrated in mineral
fuels and rubber and articles thereof (Chapterswr&¥ 40 of the harmonized system),
which as a whole represent more than 50% of totpbrts from Indonesia last year.

8 UNCTAD — WORLD BANK (1989), A User's Manual for SART, Software for Market Analysis and
Restrictions on Trade.

167



Chile-Indonesia Joint Study Group on the Feasjbilita Free Trade Agreement (FTA)

V.1.A.3.2Change in exports

Since it is mentioned in the methodology, the awstdariff subject to evaluation are
only those that (1) the traded value >0, and (8)dbty paid in the place of destination
>0. With such a consideration, there were evalud&dustoms tariffs at 6-digits level
(of a whole of 115 custom tariffs), that totaliZ&@ millions of dollars FOB in 2007 (of

a total of 188 millions of dollars).

The estimated change in the Chilean exports torlesia of those 39 customs tariffs as
consequence of the FTA, under the assumption tieatatriff reduction for the Chilean
products would be full and immediate, is presentethe following Table 5.1. It is
observed that Chilean exports of that basket toriedia in 2007 might increase by 1.9
million dollars FOB, equivalent to a 23.2% growth tbe pre — FTA figure. It is
necessary to highlight that, the chapter 8 byfimgblains 33.2% of the estimated total
increase. Moreover, only the grapes represent Z3¥edotal change.

The prudent estimated change (in value) in thee@hilexports is a consequence of the
high concentration in value that possesses theebasdported by Chile to Indonesia,
and that already faces zero duty, as it has beanqusly mentioned. This fact, raises
the question on those products that would be palgntexportable for Chile if
Indonesia were applying a full tax relief as consage of a FTA. An attempt for
measuring the potentially traded Chilean exportisidmnesia (trade of non-trade goods)
develops under the titRrotential Trade

In the same line of reasoning, it should be takea account that any methodology of
estimates of trade impact will produce underestahatesults, because are only
computed those customs lines for which trade ifidrighan zero. In fact the reduced
exported basket to Indonesia is indicative thaaskbt of products which present real
competitive advantages are not commercialized plyskecause of the high Indonesian
tariffs that they face (in the end, can be inhityittariff, that would nullify trade).
Because of that, it is reasonable to expect tradetrexpansion would effectively
demonstrate Chilean exports to Indonesia as a quaesee of the FTA might be
considerably higher than the one presented inTadie 5.1.
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Table 5.1. Change in Chilean Exports to Indonesia &ause of the FTA by HS Chapter.
Rates of Growth and Averagead valorem Tariffs (figures in dollars FOB and percentages)

HS6d Decription Tariff Exports Value  Export Variation Export Growth

(FOB US$) (FOB USS$) (percentages)

1 30322 Atlantic & danube salmon, excl.fillets, livers and roes, frozen 5 537,742 62,916 11.7
2 60410 Mosses and lichens 15 65,293 34,866 53.4
3 70200 Tomatoes, fresh or chilled 5 179 32 17.8
4 80510 Oranges, fresh 5 6,456 1,149 17.8
5 80540 Grapefruit, including pomelos fresh or dried 5 1,982 353 17.8
6 80610 Grapes, fresh 5 1,957,057 348,356 17.8
7 80810 Apples, fresh 5 371,547 66,135 17.8
8 80820 Pears and quinces, fresh 5 138,195 24,599 17.8
9 80930 Peaches, including nectarines, fresh 5 86 15 17.8
10 80940 Plums and sloes, fresh 5 32,269 5,744 17.8
11 81050 Kiwi fruit, fresh 5 267,236 47,568 17.8
12 130239 Carageenan 5 5,217 610 11.7
13 130239 Mucilages & thickeners,whether or not modified,derived from vegetable products 5 8,835 1,034 11.7
14 150410 Fish-liver oils and their fractions, unfit for human consumption 5 56,554 6,617 11.7
15 150420 Fats & oil of fish, not liver oils solid fraction, not chemically modified 5 176,731 20,677 11.7
16 150420 Fats & oil of fish, not liver oils other fraction, not chemically modified 5 398,868 46,668 11.7
17 151610 Animal fats & oils and their fractions, in packing net weight >=10 kg 5 32,676 3,823 11.7
18 160413 Sardines, prepared or preserved in other 5 8,150 954 11.7
19 160413 Sardines, prepared/preserved in airtight container 10 26,865 6,286 23.4
20 160415 Mackerel, prepared or preserved, in other 5 91,382 10,692 11.7
21 160415 Mackerel, prepared or preserved, in airtight containers 10 460,193 107,685 23.4
22 160419 Horse mackerel, in airtight containers 5 25,308 2,961 11.7
23 160590 Abalone, prepared or preserved 5 346 40 11.7
24 160590 Oth crustaceans, molluscs & oth.aquatic invertebrates, prepared or preserved 5 6,354 743 11.7
25 170490 Oth sugar confectionery, not cont.cocoa 10 14,136 3,308 23.4
26 200560 Asparagus, not frozen, not prepared or preserved by vinegar or acetic acid 5 1,502 176 11.7
27 200892 Mixtutes of other edible patts of plant not added sugar,in/not airtight contain. 5 55,577 6,502 11.7
28 210120 Mate preparations consisting of a mixtur mate , milk powder and sugar 5 71,729 8,392 11.7
29 210690 Other food preparations not elsewhere specified or included 5 568 66 11.7
30 282520 Lithium oxide and hydroxide 5 53,871 6,303 11.7
31 283421 Nitrates of potassium 5 271,869 31,809 11.7
32 283691 Lithium carbonates 5 67,834 746 1.1

33 300490 Oth infusion fluids; nutritional or electrolytic solutions 5 26,764 3,131 11.7
34 330290 Oth prep based on odoriferous subs- tances for the manuf of beverages 5 47,198 5,522 11.7
35 400911 Tube,pipe & hose, not reinforced/other material without fitting 5 286 34 11.7
36 401693 Oth gaskets, washers & oth seals 5 16 2 11.7
37 481039 Kraft paper and paperboard in other size 5 22,060 518 2.4

38 870850 Drive-axles of subheading 8701.10 or 8701.90 not fully assembled 15 2,992,061 1,050,213 35.1
39 870899 Parts of suspension shock-absorbers 15 54,095 18,987 35.1

Total 8,355,084 1,936,234
Elaboration: Department of Studies and Informat@iRECON FAL/fal

V.1.A.3.3Change in imports

The scenario ex-post FTA Chile — Indonesia consilleio estimate the change in
Chilean imports from Indonesia assumes a zerd farfthe products imported from
Indonesia and a 6% tariff to products from the wdsthe world. The following Table
V.2 shows that trade creation might reach a vafue2& million dollars CIF, equivalent
to a 6.7% growth over the figure of the year 200fe estimate of trade diversion
would mean an increase of 5.4 million dollar Cl&k&n together, it would be observed
that total Chilean imports from Indonesia wouldrease by 18.2 million dollars CIF,
which is equivalent to an expansion of 9.7% of im0

Both impacts, the trade creation and trade divargiould be concentrated in mineral
fuels, electrical machinery (chapters 27 and 8)rasenting a 47.3% of the estimated
trade creation and a 22.4% of the estimated tracksion.

It is necessary to take into account that everade diversion means more imports from
Indonesia, they do not indicate higher total Cimileaports, as they imply a substitution
of the supply sources.

However, the size of the Chilean imports baskemfimdonesia (573 customs lines)
compared to the total Chilean imports form the @wdrhore than 6,700 customs lines)
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in the year 2007, is relatively low, a situatiomtttallows to expect that were an FTA
prevail between both parties, this would intrinicdacilitate trade relations and it

might be observed the arrival on new products afoiresian origin, which would

increase the change in imports from that country.
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Table 5.2.Change in Chilean Imports from Indonesia Because dhe FTA, and Rates of
Growth by HS Chapter (figures in dollars CIF and pacentages)

HS 2D Description Value (US$) Trade Creation Trade Divertion Change in Imports
3 Fish and crustaceans, molluscs and other aquatic invertebrates. 54.841 4.346 44 4.389
5 Products of animal origin, not elsewhere specified or included. 4.421 125 248 373
8 Edible fruit and nuts; peel of citrus fruit or melons. 412.733 11.681 17.174 28.855
9 Coffee, tea, maté and spices. 767.424 60.815 40.569 101.384
12 Oil seeds and oleaginous fruits; miscellaneous grains, seeds and fruit; i 3.125.524 88.458 65.792 154.250
14 Vegetable plaiting materials; vegetable products not elsewhere specific 2.113 60 114 174
15 Animal or vegetable fats and oils and their cleavage products; prepare 92.200 7.306 5.201 12.508
16 Preparations of meat, of fish or of crustaceans, molluscs or other aqu: 25.691 2.036 1.417 3.453
17 Sugars and sugar confectionery. 106.966 8.477 5.769 14.245
18  Cocoa and cocoa preparations. 333.041 26.392 18.336 44.728
19 Preparations of cereals, flour, starch or milk; pastrycooks' products. 71.799 5.690 4.036 9.726
20  Preparations of vegetables, fruit, nuts or other parts of plants. 1.628.406 129.044 72.828 201.871
23 Residues and waste from the food industries; prepared animal fodder. 26.250 2.080 1.485 3.566
25 Salt; sulphur; earths and stone; plastering materials, lime and cement. 852 48 48 96
27 Mineral fuels, mineral oils and products of their distillation; bituminov  80.683.677 4.567.001 530.239 5.097.240
28  Inorganic chemicals; organic or inorganic compounds of precious me 1.404 99 83 182
29 Organic chemicals. 1.831.140 124.379 93.199 217.579
30  Pharmaceutical products. 1.661 113 94 207
31 Fertilisers. 10.304.325 699.916 547.903 1.247.820
32 Tanning or dyeing extracts; tannins and their derivatives; dyes, pigmer ~ 527.049 35.800 29.253 65.052
33 Essential oils and resinoids; perfumery, cosmetic or toilet preparation: 4.387 298 248 546
34 Soap, organic surface-active agents, washing preparations, lubricating 77.167 5.232 4.356 9.588
35 Albuminoidal substances; modified starches; glues; enzymes. 789 54 45 98
37 Photographic or cinematographic goods. 944.406 64.148 44.137 108.285
38  Miscellaneous chemical products. 104.743 7.115 5.747 12.862
39 Plastics and articles thereof. 206.512 23.377 11.674 35.051
40 Rubber and articles thereof. 18.346.849 576.334 396.897 973.231
42 Articles of leather; saddlery and harness; travel goods, handbags and s~ 138.310 7.829 7.793 15.622
44 Wood and articles of wood; wood charcoal. 689.559 39.032 35.492 74.524
45 Cork and articles of cork. 456 26 26 52
46 Manufactures of straw, of espatto or of other plaiting materials; baske 87.516 4.954 4.681 9.635
48  Paper and paperboard; articles of paper pulp, of paper or of paperboa  1.183.514 40.533 64.585 105.118
49  Printed books, newspapers, pictures and other products of the printin 35.459 3.011 1.989 4.999
50  Silk. 3.833 412 215 628
52 Cotton. 1.412.157 151.873 58.342 210.216
53  Other vegetable textile fibres; paper yarn and woven fabrics of paper - 4.207 452 0 452
54 Man-made filaments. 2.334.759 188.324 114.306 302.630
55  Man-made staple fibres. 4.367.659 465.085 179.610 644.696
56  Wadding, felt and nonwovens; special yarns; twine, cordage, ropes anc ~ 54.455 5.857 3.071 8.927
57  Carpets and other textile floor coverings. 37.610 4.045 2.123 6.168
58  Special woven fabrics; tufted textile fabrics; lace; tapestries; trimmings 4.892 526 275 801
59  Impregnated, coated, covered or laminated textile fabrics; textile articl ~ 500.181 53.793 26.386 80.179
61 Articles of apparel and clothing accessories, knitted or crocheted. 1.687.159 95.500 94.070 189.569
62 Articles of apparel and clothing accessories, not knitted or crocheted.  3.058.037 173.096 164.567 337.664
63 Other made up textile articles; sets; worn clothing and worn textile art ~ 430.262 46.184 22978 69.162
64 Footwear, gaiters and the like; parts of such articles. 8.245.794 612.410 432.282 1.044.692
65 Headgear and parts thereof. 135.276 7.657 7.594 15.251
66 Umbrellas, sun umbrellas, walking-sticks, seat-sticks, whips, riding-crc 1.440 122 81 204
67 Prepared feathers and down and articles made of feathers or of down 4.797 407 262 669
68 Articles of stone, plaster, cement, asbestos, mica or similar materials. 66.979 7.583 3.753 11.336
69 Ceramic products. 544.424 61.633 30.617 92.250
70 Glass and glassware. 2.607.339 295.170 132.196 427.366
71 Natural or cultured peatls, precious or semi-precious stones, precious 53.905 4.577 3.030 7.607
73 Articles of iron or steel. 176.440 19.959 9.777 29.736
74 Copper and articles thereof. 62 7 4 11
76 Aluminium and articles thereof. 322903 36.555 17.645 54.200
82  Tools, implements, cutlery, spoons and forks, of base metal; parts the: ~ 314.383 35.591 17.591 53.182
83  Miscellancous articles of base metal. 26.056 2.950 1.463 4.412
84  Nuclear reactors, boilers, machinery and mechanical appliances; parts  10.903.281 1.153.706 564.127 1.717.833
85  Electrical machinery and equipment and parts thereof; sound recorde:  12.873.004 1.457.189 688.031 2.145.219
86  Railway or tramway locomotives, rolling-stock and parts thereof; railw 321 29 18 47
87  Vehicles other than railway or tramway rolling-stock, and parts and ac ~ 8.804.387 797.378 492.490 1.289.869
90  Optical, photographic, cinematographic, measuring, checking, precisic ~ 2.372.982 161.184 116.340 277.523
91  Clocks and watches and parts thereof. 106.518 7.235 5.854 13.089
92 Musical instruments; parts and accessories of such articles. 632.896 53.736 33.614 87.351
94 Furniture; bedding, mattresses, mattress supports, cushions and simila  1.630.182 96.784 64.290 161.074
95 Toys, games and sports requisites; parts and accessories thereof. 2.284.768 193.990 126.552 320.542
96 __ Miscellaneous manufactured articles. 136.417 11.583 6.378 17.960
Total 187.961.007 12.748.388 5.431.434 18.179.822
Elaboration: Department of Studies and Informat@iRECON FAL/fal
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V.1.B Indonesia

V.1.B.1 Analysis of Indonesia-Chile Trade Relation

While Indonesia and Chile are already importarditrg partners of one another, trade
does appear to be concentrated in a handful ofugtedypes. In this chapter a series of
trade indices are used to investigate whether thiee @nd Indonesian economies are
complementary to one another, or are competing au@s. The degree of
complementarity is an important determinant of thagnitude of benefits from a
preferential trade agreement. The gains from ttdealisation will be greatest when
the liberalising economies are complementary tigagiartners. The trade indices can
also provide insight into where a country’s comipeti ‘edge’ lies, and hence provide
insight into likely sectoral impacts of a trade egmnent.

Complementary trading partners, in many ways, hegacterized by the differences in
the goods and services produced and consumed betheeconomies. Economies that
produce a different ‘basket’ of goods and servitesother countries have greater
potential for gains from trade. That is, trade mrenlikely to occur when two economies
produce and export different goods and servicd®rdhan the same goods and services
(with the exception of intra-industry trade).

To estimate the degree to which Chile and Indonlkaisge complementary rather than
competing economies, several indices are consttudiee indices used to assess the
extent of complementarity between the Chile anahasian economies comprise the:

* revealed symmetric comparative advantage indexC@gS
» trade specialisation index (TSI)

» bilateral trade intensity index (BTTI)

* trade complementarity index (TCI)

All indices are constructed using Harmonized Sys(et8) 2 digit level data (which
identifies 96 product groups), but for ease of pnégtion results are grouped into HS
codes.

V.1.B.1.1 Comparative Advantage Index

The revealed symmetric comparative advantage (RS@@gx measures the relative
competitive performance of Chile’s and Indonesexgports respectively. The RSCA
index can be used to assess a country’s export etitiapness relative to a trading
partner, or relative to the world.

Table 5.3 presents the RSCA index for Indonesi&lle and world market, which

ranges from -1 to 1, where a value greater tha/tban zero reveals a country’s
comparative advantage/disadvantage in the producti@ good. The cells highlighted
in Table 5.3 reflect the products of Indonesia ihil€ and world market have

comparative advantage. An illustration of thisighfand crustacea (HS 03), in which
Indonesia has a comparative advantage both in @hdeworld market. Other products
which have comparative advantage both in Chilevaodd market are Coffee, tea, mat
and spices (HS 09); Lac, gums, resins & other \adget(HS 13); Miscellaneous edible
preparations (HS 21); vegetable plaiting mater{alS 14); Live animal (HS 01); and

Dairy products (HS 04).
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Table 5.3. Indonesia Competitiveness (RSCA) in Glalband Chile Market

RSCA Indonesia, relative to
HS Product Name -
Chile Global
03 Fish & crustacean, mollusc & other 1,00 0,91
09 Coffee, tea, mati and spices. 0,98 0,89
05 Products of animal origin, nes or 1,00 0,77
54 Man-made filaments. 0,43 0,76
13 Lac; gums, resins & other vegetable 0,94 0,71
02 Meat and edible meat offal 1,00 0,70
21 Miscellaneous edible preparations. 0,91 0,69
14 Vegetable plaiting materials; veget 0,93 0,68
86 Railw/tramw locom, rolling-stock & -0,71 0,63
25 Salt; sulphur; earth & ston; plaste 0,87 0,60
10 Cereals 0,98 0,56
01 Live animals 1,00 0,54
04 Dairy prod; birds' eggs; natural ho 1,00 0,51
80 Tin and articles thereof. -0,58 0,50
65 Headgear and parts thereof. -0,05 0,49
78 Lead and articles thereof. -0,47 0,48
08 Edible fruit and nuts; peel of citr 0,98 0,44
44 Wood and articles of wood; wood ch 0,57 0,43
16 Prep of meat, fish or crustaceans, 0,92 0,42
92 Musical instruments; parts and acce -0,88 0,36
73 Articles of iron or steel. -0,41 0,36
23 Residues & waste from the food indu 0,91 0,34
36 Explosives; pyrotechnic prod; match 0,76 0,28
17 Sugars and sugar confectionery. 0,92 0,24
07 Edible vegetables and certain roots 0,98 0,24
28 Inorgn chem; compds of prec mtl, r 0,83 0,22
15 Animal/veg fats & oils & their clea 0,93 0,18
69 Ceramic products. -0,27 0,14
35 Albuminoidal subs; modified starche 0,76 0,03

V.1.B.1.2Bilateral Intensity Index

Bilateral intensity is determined by comparing talal export trade between Chile and
Indonesia to that which each exports to the resh@fworld. Trade is deemed intense if
they trade with each other relatively more thary ttie with the rest of the world. Table

below presents the bilateral trade index for Chibel Indonesia in which the products
have values greater than one indicate intense .tiadenesia’s trade with Chile is

deemed more intense than Chile’s with Indonesshasvn in Table 5.4.
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Table. 5.4 Bilateral trade intensity index

HS Products Name I

Indonesia | Chile
12 Oil seed, oleagi fruits; miscell gr 7,02 0,00
31 Fertilisers. 6,24 0,76
97 Works of art, collectors' pieces an 4,19 0,00
70 Glass and glassware. 2,52 0,02
20 Prep of vegetable, fruit, nuts or o 2,44 0,15
95 Toys, games & sports requisites; pa 2,09 0,00
36 Explosives; pyrotechnic prod; match 1,09 0,00
87 Vehicles o/t railw/tramw roll-stock 1,03 1,00
90 Optical, photo, cine, meas, checkin 0,99 0,44
08 Edible fruit and nuts; peel of citr 0,93 0,11
55 Man-made staple fibres. 0,84 0,00
64 Footwear, gaiters and the like; par 0,77 0,00
85 Electrical mchy equip parts thereof 0,65 0,08
82 Tool, implement, cutlery, spoon & f 0,55 0,04
65 Headgear and parts thereof. 0,54 0,00
59 Impregnated, coated, cover/laminate| 0,53 0,00
54 Man-made filaments. 0,47 0,00
71 Natural/cultured pearls, prec stone 0,46 0,00
84 Nuclear reactors, boilers, mchy & m 0,40 1,20
29 Organic chemicals. 0,38 0,00

V.1.B.1.3Trade Specialization Index

The trade specialization index (TSI) is the mostlely-used measure to analyze
bilateral competitiveness. It does this by comparine net flow of goods (exports
minus imports) to the total flow of goods (expgrtss imports) for Chile and Indonesia,
each with the world respectively. A positive valodicates that a country exports more
goods in that product group than it imports infegrithat it specializes in the production
of those goods. The cells highlighted in Table fepresent those product groups that
Chile and Indonesia specialize in.

We have also calculated the simple correlation foefit between Chile and
Indonesia’s TSI. The correlation coefficient caketa value from -1 to 1. A positive
correlation coefficient indicates that the econ@raee competitors since both countries
specialize (or are net exporters) of the same mtsd€onsequently, a negative value
suggests that the economies do not specializesipithduction of the same goods, and
therefore are natural trading partners. The TSIGbile and Indonesia are positively
correlated for some product, such as manufactustraiv (HS 46), art of apparel (HS
62) and fish product (HS 03), providing evidencetlod competition nature of their
economies.
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Table 5.5. Trade Specialisation Index (2007)

HS Product Name - L -
Indonesia Chile
98 Commodities specified at chapter level only 1,00 0,90
99 Commodities not elsewhere specified 0,99 -0,94
80 Tin and articles thereof. 0,98 -0,69
15 Animal/veg fats & oils & their clea 0,98 -0,94
75 Nickel and articles thereof. 0,97 -0,97
46 Manufactures of straw, esparto/othe 0,97 0,96
14 Vegetable plaiting materials; veget 0,97 -0,95
61 Art of apparel & clothing access, 0,96 -0,77
62 Art of apparel & clothing access, n 0,95 0,98
03 Fish & crustacean, mollusc & other 0,94 0,96
71 Natural/cultured pearls, prec stone 0,93 0,77
16 Prep of meat, fish or crustaceans, 0,93 -1,00
67 Prepr feathers & down; arti flower; 0,92 -0,61
43 Furskins and artificial fur; manuf 0,92 0,87
26 Ores, slag and ash. 0,90 -0,95
64 Footwear, gaiters and the like; par 0,85 0,86
44 Wood and articles of wood; wood ch 0,84 -0,26
18 Cocoa and cocoa preparations. 0,83 -0,96
92 Musical instruments; parts and acce 0,83 -0,73
94 Furniture; bedding, mattress, matt 0,81 -0,53
09 Coffee, tea, mati and spices. 0,81 1,00
74 Copper and articles thereof. 0,80 -0,83
63 Other made up textile articles; set 0,78 -0,56
40 Rubber and articles thereof. 0,69 -0,14
48 Paper & paperboard; art of paper pu 0,69 -0,81
54 Man-made filaments. 0,63 -0,61
55 Man-made staple fibres. 0,63 0,47
06 Live tree & other plant; bulb, root 0,61 -0,92
57 Carpets and other textile floor co 0,58 -0,95
65 Headgear and parts thereof. 0,53 -0,38
97 Works of art, collectors' pieces an 0,53 -0,38
70 Glass and glassware. 0,52 -0,96

V.1.B.1.4Trade Complementary Index

The likely success of a preferential trade agreeretween Chile and Indonesia can be
summarised by the trade complementarity index. frade complementarity index
assesses the suitability of a preferential tradeeagent between two economies given
how well the structure of one potential partnexpats match the imports of the other
potential partner.
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Table 5.6. Complementary Index for Indonesia and & Major Partners

Indonesia Chile

Export Import Export Import

complementarity complementarity complementarity complementarity

1 Indonesia na na 16 64
2 Chile 64 16 na na
3 United States 57 57 19 64
4  Japan 69 47 26 53
5 China 50 46 22 51
6 Brazil 54 56 16 57
7 Korea Rep. 64 53 20 57
8 Mexico 43 55 17 67

Note: Critical value is 40. A TCI greater than 40 indicates that the economies are highly complementary.
Data source : UNCOMTRADE

The trade complementarity index has been constidoteesach year from 1996 to 2007,
as illustrated in table 5.4. As can be seen, tinepbementarity between the Chilean and
Indonesian economies has improved over time (pdaticfrom the perspective of
Indonesia), and that the degree of complementarypproximately equal for Chile and
Indonesia.

V.1.B.2 Analysis of Trade Effect

The prospective Free Trade Agreement (FTA) betwedanesia and Chile raises basic
questions related to the impact that it might ireuc the trade flows between both

countries. The change that these flows might egpes& is part of the components that
will help to assess if the agreement is benefidiathe Indonesian economy. To attempt
to obtain the required information in this respéicg methodology that has been earlier
described in Chapter 1 was used. It is necessanyoiot out that there are other

questions related to the potential FTA betweeneCaind Indonesia that go beyond the
scope of the analysis presented in the above nmaadtimethodology.

Since the assessment of the impact of a potentidlldetween Indonesia and Chile is
using the SMART analysis from WITS, thus the simiolais based on the figures for
imports and exports which are available on WITSbase. The assessment considers
the change that both Indonesian imports and expooas and to Chile might
experience, considering the present tariffs paicgdégh partner and then a hypothetical
scenario by which each all customs items would fioeultaneously a zero tariff. In
other words, that is assumed that free trade betwetwo countries was taken place
in this study. Besides, the Indonesian trade frow @ the rest of the world are also
counted in this cutting tariff simulation.

Indonesian exports to Chile in 2008 reached apprately 173.86 million dollarsOB,
comprising of vegetable products that is counted.asmillion dollars, equivalent with
2.5% of total export; prepared food stuff, bevesggpirit and vinegar counted as 2.1
million dollars or 1.2% of total trade. Chemicabguct and allied industries contributes
12.85 million dollars or 7.4% of total trade; Rubberoduct gives 10.5 % share or
equivalent with 18.3 million dollars. Moreover, Ti& product gives 13.65 million
dollars to Indonesian export equivalent with 7.888are. Export of nuclear reactor and
machinery contribute US$ 16.6 million or 9.6% dfatcexport. And other products that
contributes significantly is Vehicle (Ch. 87) whighcounted as 8.8 million dollars or
5.1% share.
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Indonesian imports from Chile in 2007 added to acb237 million dollars CIF. These
are concentrated in Mineral products and Pulp obdVproducts which are accounted
respectively as US$ 80.8 million and US$ 131.2iomill

V.1.B.2.1Change in Indonesian exports

The estimated change in exports from Indonesiahite@s a consequence of the FTA,
under the assumption that the tariff reduction @ilean products would be full and
immediate, is presented in the following Table &% observed that exports to Chile in
2008 would increase by 23.3 million dollars FOBuigglent to a 13.4% growth of the
pre- FTA figure. 10 Chapters explain an 84% of #stimated increase in exports, they
are (Ch. 27 Mineral fuels; Ch. 31 Fertilizer; Cl. Rubber; Ch. 55, 61, 62 Textile and
Textile products; Ch. 64 Footwear. Ch. 84, 85 Narckend electrical mach. equipment;
and Vehicle Ch. 87. Footwear (Ch. 64) would gemeaat additional 1,51% of the total
change in exports. Vehicle (Ch. 87) explain 1.14%he increase of Indonesian export
to Chile. Electrical machinery would generate 1.286Btotal increase Indonesia export
to Chile. At lower rates are observed Fertilize€h( 31), and Rubber (Ch. 40), that
would add to 1.03% and 0.9% of the total increaspectively. Other products that
contribute significantly to Indonesian export toil€hare Art of Apparel & clothing
access (Ch. 61 and 62), man-made staple fibers§&)h.Organic chemical (Ch. 29),
that would count to 0.81%, 0.4%, and 0.2% of thaltocrease respectively.

The important rates of growth even if the absolu#kies are moderate, respond to the
high preference that is estimated that Chile wagdant to the Indonesian supplies,
considering that they would reach a zero tariffe Tollowing Table 5.7 shows thed
valoremtariffs applied by Chile to the Indonesian expans2008 as an average for
each customs Chapter. In all, the simple aver&tfeeanixed tariff it is around 6%.

As a final comment, it should be taken into accdtat any methodology of estimates
of trade impact will produce underestimated restilésause they only computed those
tariff lines for which trade value and duty are Heg than zero. Therefore, it is

reasonable to expect that trade expansion woulkttefely demonstrate Indonesian

exports to Chile as a consequence of the FTA nlighdonsiderably higher than the one
presented in this Table 5.7.
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Table. 5.7 Change in Indonesian Exports to Chile Bause of the FTA by HS Chapter.

Export Share in Contribution .
(HS) Chapter Description Export before after FTA Change of Change Rate of in Rate of Tariff
FTA 2008 Export 2008 Growth average
(US$ 000) 2008 Uss 000) | OFBxport Il ") Growth ad valorem
(US$ 000) (%) (%)
Total Trade 173,859 197,159 23,300  100.00 13.40 13.40
VEGETABLE PRODUCT:!
08 Edible fruit and nuts; peel of citr 412.72 448D || 35 0.15 8.6 0.02 6
09 Coffee, tea, mati and spices. 767.3 879.p7 112 0.48 14.6 0.06 6
12 Oil seed, oleagi fruits; miscell gr 3125.4 33406 || 235 1.01 75 0.13 6
14 Vegetable plaiting materials; veget 2.119 238 A2 0.00 10.6 0.00 6
( CHAPTER 15) ANIMAL OR VEGETABLE FATS AND
OILS AND THEIR CLEAVAGE PRODUCT ;
PREPARED EDIBLE FATS; ANIMAL OR VEG WAXES 92.20 106.14 14 0.06 15.1 0.01 6
PREPARED FOOD STUFFS; BEVERAGES, SPIRIT,
AND VINEGAR
17 Sugars and sugar confectionery. 106.3@ 122.14 16 0.07 14.8 0.01 6
18 Cocoa and cocoa preparations. 333. 382.117 50 210 14.9 0.03 6
19 Prep.of cereal, flour, starch/milk; 71.80 82.69( 11 0.05 15.1 0.01 6
20 Prep of vegetable, fruit, nuts or o 1628.37 1849 || 219 0.94 13.4 0.13 6
(CHAPTER 27) MINERAL FUELS, OIL AND
PRODUCTS OF THEREOF 80683.63 87012.1% 6,32 27.14| 7.8 || 3.64 6
PRODUCTS OF THE CHEMICAL OR ALLIED
INDUSTRIES
29 Organic chemicals. 1831.11% 2146.mi 315 1.35 17.2 || 0.18 6
31 Fertilisers. 10304.31 12102.9 1,799 7.72 17.5 1.03 6
32 Tanning/dyeing extract; tannins & 527.02 62181 94 0.41 17.9 0.05 6
33 Essential oils & resinoids; perf, 4.34 5.1 1 0.00 18.1 0.00 6
34 Soap, organic surface-active agents 77.36 91.06 14 0.06 18.0 0.01 6
38 Miscellaneous chemical products. 104.7 127.42 32 0.10 22.0 0.01 6
(CHAPTER 39) PLASTICS AND ARTICLE THREOF 206.46 284.54) 78 0.34 37| 0.04 6
(CHAPTER 40) RUBBER AND ARTICLE THERE OF) 18346.76 19886.34 1,540 6.61 140.89 6
(CHAPTER 42) ARTICLE OF LEATHER,;
SADLERY/HAME 138.15 181.17| 43 0.18 31| 0.02 6
(CHAPTER 44) WOOD AND ARTICLE OF WOOD,
WOOD CHARCOAL 522.63 607.10] 84 0.36 16Jp 0.05 6
WASTE AND SCRAP OF PAPER OR
PAPERBOARD;PAPER OR PAPERBOARD AND
ARTICLE THEREOF
48 Paper & paperboard; art of paper pu 1183.46 13763 193 0.83 16.3 0.11 6
49 Printed books, newspapers, pictures 35.4 40.917 5 0.02 15.0 0.00 52.08
TEXTILE AND TEXTILE PRODUCTS
52 Cotton. 1412.13 1605.55 193 0.83 13.7 0.11 6
54 Man-made filaments. 2114.19 2438.41 324 1.39 315. 0.19 6
55 Man-made staple fibres. 4367.54 5005.9p 638 2.74) 14.6 0.37 6
56 Wadding, felt & nonwoven; yarns; tw 54.45 63.13 9 0.04 15.9 0.00 6
57 Carpets and other textile floor co 37.61 43.6 6 0.03 16.1 0.00 6
58 Special woven fab; tufted tex fab; 4.84 5.6 1 0.00 16.0 0.00 6
59 Impregnated, coated, cover/laminate 500.1: 578.9 78 0.34 15.7 0.05 6
61 Art of apparel & clothing access, 1679.7 21317 501 2.15 29.9 0.29 6
62 Art of apparel & clothing access, n 3054.84 39501 905 3.88 29.6 0.52 6
63 Other made up textile articles; set 430.2 4955 65 0.28 15.2 0.04 6
FOOTWEAR, HEADGEAR; PREPARED FEATHER
AND ARTICLE MADE THEREWITH; ARTIFICIAL
FLOWERS; ARTICLE OF HUMAN HAIR
64 Footwear, gaiters and the like; par 8245.49 10885 2,627 11.27 31.9 1.51 6
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Export Share in Contribution .
(HS) Chapter Description Export before after FTA Change of Change Rate of in Rate of Tariff
FTA 2008 Export 2008 Growth average
(US$ 000) 2008 Uss 000) | OFBxport Il ") Growth ad valorem
(US$ 000) (%) (%)
65 Headgear and parts thereof. 135.2 175. 7% 40 D.1 29.9 0.02 6
66 Umbrellas, walking-sticks, seat-sti 1.49 1.8 0 0.00 30.1 0.00
67 Prepr feathers & down; arti flower; 4.79 6.22 1 0.01 29.7 0.00
ARTICLE OF STONE, PLASTER, CEMENT,
ASBESTOS. MICA OR SIMILAR MATERIAL;
CERAMICS PRODUCTS; GLASS AND GLASSWARE
68 Art of stone, plaster, cement, asbe 66. 78.19 12 0.05 17.7 0.01 6
69 Ceramic products. 544.36 682.99 139 0.59 25.5 0.08 6
70 Glass and glassware. 226.4] 266.36 40 0.17 17.6 || 0.02 6
(CHAPTER 71) NATURAL OR CULTURED PERLAS,
PRECIOUS OR SEMI PRECIOUS STONES,
PREVIOUS METALS, METALS CLAD WITH
PRECIOUS METALS, AND ARTICLE THEREOF;
IMITATION JEWELRY; COIN 53.87 70.01 16 0.07 29.9 0.01 6
BASE METAL AND ARTICLE OF BASE METAL 0.00
73 Atrticles of iron or steel. 176.42] 204.SI 28 0.12 || 16.1 0.02 6
76 Aluminium and articles thereof. 322.89 363.1 40 0.17 12.5 0.02 6
82 Tool, implement, cutlery, spoon & f 314.34 40898 95 0.41 30.1 0.05 6
83 Miscellaneous articles of base meta 26.0¢ 29.43 4 0.02 14.6 0.00 6
MACHINERY AND MECHANICAL APPLIENCES;
ELECTRICAL EQUIPMENT
84 Nuclear reactors, boilers, mchy & m 7316.34 8457 1,106 4.75 15.1 0.64 6
85 Electrical mchy equip parts thereof 9307.13 112849 2,175 9.34 23.4 1.25 6
87) VIHECLE O/T RAILWAY/TRAMWAY ROLL-
STOCK 8788.50 10767.6d 1,979 8.49 23151.14 6
MISCELLANEOUSE MANUFACTURED ARTICLE
90 Optical, photo, cine, meas, checkin 2372.8¢ 2830 438 1.88 18.5 0.25 6
92 Musical instruments; parts and acce 632.8 819.8 187 0.80 29.5 0.11 6
94 Furniture; bedding, mattress, matt 835.65| 11881 347 1.49 41.6 0.20 6
95 Toys, games & sports requisites; pa 183.36 233. 54 0.23 29.3 0.03 6
96 Miscellaneous manufactured articles 136.4 173.1 39 0.17 28.4 0.02 6
97 Works of art, collectors' pieces an 6.83 7.7 1 0.00 14.3 0.00 6
Source: WITS

V.1.B.2.2Change in imports

The scenario ex-post FTA Indonesia—Chile consideedestimate the change in
Indonesian imports from Chile assumes a zero téoiffthe products imported from
Chile and a 6% tariff to products from the resttlué world. The following Table 5.8
shows that trade creation might reach a value & W39 million CIF, equivalent to a
0.5% growth over the figure of the year 2007. Theneate of trade diversion would
mean an increase of US$ 119,000 CIF. Taken togethsould be observed that total
Indonesian imports from Chile would increase by US$1 millions CIF, which is

equivalent to an expansion of 0.55% of imports.

Trade creation would be concentrated in Inorgahiendcal (Ch. 28), representing a
0.11% of the estimated trade creation. An increpsin0.21% would be explained by
Vehicle (Ch. 87) and 0.08% by Beverage, spirit einégar (Ch. 22). It is examined that

the FTA doesn'’t give any significant effect on eatlversion.

However, the size of the Indonesia exports baskeThile in HS 6-digit level (378)
compared to the total Indonesia export to the w@tl@48) is relatively small (8.73%),

a situation that allows to expect that were an fprévail between both parties, this
would intrinsically facilitate trade relations artdnight be observed the new products

to export to Chile, which would increase the chaimgexports to that country.
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Table. 5.8 Change in Indonesia Import from Chile Beause of the FTA, and Rates of
Growth by HS Chapter

Rate of Growth
Trade Trade Trade Total Share *0) TE
. Value 2007 Creation Diversion Effect ) Contributi
Chapter Description (HS) US$ 000 (TC) (D) (TE) '”JE on in Rate
US$ 000 US$ 000 US$ 000 %) of Growth
TC TE
Total Trade 2371344 1,192 1194 131p 9% o5 | oss 100
AGRICULTURAL PRODUCTS
03 Fi;hl& crustacean, mollusc & other agautic 690 37.13 6.5 43.6 3.30 5 6lls o.h2
06 Live tree & other plant; bulb, root 17 2.06 3.0 5.0 0.3 12, 29|17 0.110
08 Edible fruit and nuts; peel of citr 1,645 56.46 339 90.3 6.9 3 4[5 0lpa
13 Lac; gums, resins & other vegetable 17 0.79 0.0 0.8q 0.0 4. 4ly O.ﬂo
14 Vegetable plaiting materials; veget 72 231 0.7 2.99 0.2 3. a4 0.¢o
(CHAPTER 15) ANIMAL OR VEGETABLE FATS AND OIL 782 42.46 6.0 48.5d 3.7 slh 6l o.h2
AND THEIR CLEAVAGE PRODUCTS; PREPARED EDIBLE ' ' ' ' '
FATS; ANIMAL OR VEGETABLE WAXES
PREPARED FOOD STUFFS; BEVERAGES, SPIRIT, AND -
VINEGAR
16 Prep of meat, fish or crustaceans, 390 21.20 0.0 21.2 1.6 5 5l}4 0.1
17 Sugars and sugar confectionery. 19 1.04 0.4 1.41 0.1 5. 7 0.¢o
18 Cocoa and cocoa preparations. 29 4.29 21 6.34 0.4 14. 21 0.§o
20 Prep of vegetable, fruit, nuts or o 178 9.69 9.6 19.24 1.4 5] 10 0.p1
21 Miscellaneous edible preparations. 92 6.15 0.2 6.37 0.4 6. 61b 0.11())
22 Beverages, spirits and vinegar. 288 178.89 (0.0 178.84 13.6¢ 621 6.1 0fjp8
23 Residues & waste from the food indu 6,484 - - - - - - -
MINERAL PRODUCTS
26 Ores, slag and ash. 80,806 - - - - - - -
PRODUCTS OF THE CHEMICAL OR ALLIED INDUSTRIES
28 Inorgn chem; compds of prec mtl, r 3,324 261.41 0.9 262.3 20.4p 9 1.9 o1
29 Organic chemicals. 2 0.14 0.0 0.1 0.0] 6. 76 0.0
30 Pharmaceutical products. 123 9.30 2.7 11.99 0.9 7 9IB 0.01
31 Fertilisers. 2,533 - - - - - N _
32 Tanning/dyeing extract; tannins & 48 3.78 - 3.78 0.24 7. 7. 0.qp
34 Soap, organic surface-active agents - 0.01 0.0 0.01 0.0¢ 0.0jf
35 Albuminoidal subs; modified starche 19 1.02 0.0 1.05 0.04 5. 55 0.¢o
38 Miscellaneous chemical products. 1 0.14 0.0 0.15 0.01 14. 15| 0.910
(CHAPTER 39) PLASTICS AND ARTICLE THREOF 8 4.25 0.4 461 03y  S3. 571 O-ﬂo
(CHAPTER 40) RUBBER AND ARTICLE THERE OF) 29 8.37 02 853 o6y 28 294 0.40
184 -
(CHAPTER 44) WOOD AND ARTICLE OF WOOD; - - - - - -
PULP OF WOOD OR OF OTHER FIBROUSE CELLULOSIC
MATERIAL; WASTE AND SCRAP OF PAPER OR )
PAPERBOARD;PAPER OR PAPERBOARD AND ARTICLE
THEREOF
47 Pulpofwood/ofotherfibrouscellu 131,244 - - - - - - -
48 Paper&paperboard;artofpaperpu 71 4.76 0.0 4.74 0.3 6. 6ly 0.¢o
TEXTILE AND TEXTILE PRODUCTS )
50 Silk. 7 0.66 0.8 1.41 0.11 9. 20]p 0.¢jo
51 Wool fine/coarseanimalhair,hors 35 4.15 14 5.5] 0.4 11. 15| 0.0
ARTICLE OF STONE, PLASTER, CEMENT, ASBESTOS. MICA - - - -
OR SIMILAR MATERIAL; CERAMICS PRODUCTS; GLASS
AND GLASSWARE
70 Glassandglassware. 5 0.44 0.1 0.57] 0.04 8. 1146 0.¢jo
BASE METAL AND ARTICLE OF BASE METAL B
72 Ironandsteel. 230 - - - - - - -
73 Articlesofironorsteel. 9 1.02 0.3 1.36 0.19 11. 15| 0.q0
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Chapter Description (HS)

Value 2007
US$ 000

Trade
Creation
(T0)
US$ 000

Trade
Diversion
(TD)
US$ 000

Trade Total
Effect
(TE)

US$ 000

Share

Rate of Growth
(%)

inTE
(%)

TE
Contributi
on in Rate
of Growth

TC TE
74 Copperandarticlesthereof. 100
76 Aluminiumandarticlesthereof. 371 - - - - -
82 Tool,implement,cutlery,spoon&f 4 0.05 0.0 0.06 0.0¢¢ 1 1 0.0
MACHINERY AND MECHANICAL APPLIENCES;
ELECTRICAL EQUIPMENT
84 Nuclearreactors,boilers,mchy&m 5,533 19.46 15.4 34.8 2.6p oj4 qd ojp1
85 Electricalmchyequippartsthereof 75 3.01 0.7 3.70 0.2 4 4 0.q0
VIHECLE, VESSELS AND ASSOCIATED TRANSPORT
EQUIPMENT
86 Railw/tramwlocom,rolling-stock& 17 - - - - - - -
87 Vehiclesol/trailw/tramwroll-stock 1,531 479.21 27.4 506.7 38.48 313 331 af21
(CHAPTER 94) FURNITURE; BEDDING, MATTRESS, MTT 122 28.60 6.9 35.41 2.7 23|4 29 (0] 1X

Source: WITS
V.2 Potential Trade
V.2.A Chile

V.2.A.1 Introduction

When the basket of goods that a country exportanither is small relative to the

potential trade that can be set, like it is theeaafsChile and Indonesia, and one plans to

negotiate an agreement which can provide new pbgsi of trade, questions arise

respect to the group of goods which before thereefoent of the agreement are not
traded. These questions can be for example, whatpneducts can be exported to the

trade counterpart? and which method will the mgsir@priate to value those new

products?.

To answer those questions there isn’'t formal madeltherefore different techniques
can be designed for such target. However, whichivsr they will only be useful as
indicator of expansion of the exports, since marfythe criterions that should
necessarily be used are somehow arbitrary.

For the case that concerns us, one scenario iblisktd, resulting in an estimated

subset of the potential Chilean exports to IndaneBhe methodology defines the group

of goods that simultaneously Indonesia buys whideCsells from and to the rest of the

world, but not to each other.

Once defined the potential basket of the produgt®iable by Chile and, being known
the demand by Indonesia imports, it should be @dfiwhat fraction of that demand

would be able to be satisfied by Chile. A conseveameasure is to suppose that the

relative participation of the Indonesia importsnir€hile respect of the Indonesia total
demand for those goods during the year 2007 staystant. This rate is equivalent to

0.04% for 2007.

V.2.A.2 Model

Be two countries,A and B. Country A needs to know the basket of exportable

potentially products (trade non-traded goods) tentxy B. For that purpose, it requires
to identify those products that countByimports but not from countryA, and that
countryA sells to the rest of the world but not to couridry
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The countryA exports to the world the goods b, ¢ andd and to the countrf8 the
goodsa and b. While countryB imports from the world the goods b, d andf.
Therefore, the potentially exportable basket frarto B is composed by good, since
productsa andb are already traded among the partners.

The following interesting step is to face theseepttlly traded products with the tariffs
charged by countr to imports from countnA. If they are located in a “high tariff”
level, then one could infer that countdy doesn’t export the identified products as
potentially exportable because it faces in the tguBan inhibiting tariff.

Then, for countnA is important to know the size of the total demagdcountryB for
the products that compose the potential basket. i$hthe imported total value of good
d by B. The above-mentioned is important because theossizrnvalue of the potential
basket fromA to B will be minor or equal to the imported total valueB of the good.

Clearly, it arises the question about what fracwdrthe exportable potentially basket
will country A be able to capture. The answer imptetely discretionary. Perhaps the
experience with other countries can be an useélitator.

In spite of this restriction, this methodology pidss an interesting support when the
number of traded products between two countriesmall, a situation that means that
any evaluation of the trade impact restricted dolyhat group of traded goods is not
sufficient to capture the potential expansion afl&.

V.2.A.3 Conclusions

The use of the model and of the above mentionathg#sons indicate that the potential
Chilean exports to Indonesia would be found ardu8& 91.4 millions (Table 5.9) FOB
(ceteris paribuyof the Indonesia demand for imports of these pctsl

A higher diversification is achieved, arriving asnaximum to 2,947 approximate sub-
headings at a 6-digits level of the Harmonized &ysiclassification. The above-
mentioned represents an increase between 25 tilgherhthan the number of sub-
headings to 6-digits exported to Indonesia in theebyedr.

On the other hand, this basket is concentratedhe ihdustrial sector by ISIC
classification, which has a participation of the@4 of this basket, and represents 94%
of the products at a 6 level classification. Tlsisencouraging for Chile, a country that
seeks to diversify its export basket.

" The base year is 2007.
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Table 5.9. Export potential from Chile to Indonesia Scenario: Matching between
Indonesia imports from Rest of the World and Chilea Exports to the Rest of the World —

2007".
) Value Potential Chilean
Indonesian Imports :
Exports to Indonesia
Number of Relative
HS 2d Description subheading mill US$ CIF mill US$ FOB thousands US$ FOB (0,04%) )
Weight (%)
at_6-level
Total 2,947 31,901.6 29,668.5 91,449.5 0 100
01 Live animals. 3 9.1 8.5 26.1 0.0
02 Meat and edible meat offal. 24 151.1 140.5 433.1 0.5
03  Fish and crustaceans, molluscs and other aquatic invert 43 40.8 38.0 117.0 0.1
04  Dairy produce; birds' eggs; natural honey; edible produ 22 832.0 773.7 2,384.9 2.6
05  Products of animal origin, not elsewhere specified or ir 8 10.0 9.3 28.6 0.0
06  Live trees and other plants; bulbs, roots and the like; ct 7 2.0 1.8 5.7 0.0
07  Edible vegetables and certain roots and tubers. 47 242.5 225.5 695.2 0.8
08  Edible fruit and nuts; peel of citrus fruit or melons. 38 186.0 173.0 533.1 0.6
09  Coffee, tea, maté and spices. 25 31.2 29.0 89.3 0.1
10 Cereals. 12 1,683.7 1,565.8 4,826.4 5.3
11 Products of the milling industry; malt; starches; inulin; 20 231.6 215.3 663.8 0.7
12 Oil seeds and oleaginous fruits; miscellaneous grains, s 15 534.9 497.5 1,533.4 1.7
13 Lac; gums, resins and other vegetable saps and extracts 5 17.1 15.9 49.1 0.1
14 Vegetable plaiting materials; vegetable products not els 3 0.3 0.2 0.8 0.0
15  Animal or vegetable fats and oils and their cleavage prc 14 45.5 42.4 130.5 0.1
16  Preparations of meat, of fish or of crustaceans, mollusc 16 7.6 7.0 21.7 0.0
17  Sugars and sugar confectionery. 11 463.2 430.8 1,327.9 1.5
18  Cocoa and cocoa preparations. 8 39.4 36.7 113.1 0.1
19  Preparations of cereals, flour, starch or milk; pastrycoo 15 82.3 76.5 235.8 0.3
20  Preparations of vegetables, fruit, nuts or other parts of 34 40.9 38.0 117.3 0.1
21 Miscellaneous edible preparations. 14 93.4 86.9 267.8 0.3
22 Beverages, spirits and vinegar. 7 64.8 60.3 185.8 0.2
23 Residues and waste from the food industries; prepared 5 245.0 227.9 702.4 0.8
24 Tobacco and manufactured tobacco substitutes. 7 267.6 248.9 767.2 0.8
25 Salt; sulphur; earths and stone; plastering materials, lim 33 277.0 257.6 794.1 0.9
26  Ores, slag and ash. 10 16.8 15.6 48.1 0.1
27  Mineral fuels, mineral oils and products of their distilla 17 179.5 167.0 514.7 0.6
28 Inorganic chemicals; organic or inorganic compounds « 74 505.9 470.5 1,450.3 1.6
29  Organic chemicals. 145 1,537.6 1,430.0 4,407.8 4.8
30 Pharmaceutical products. 19 107.3 99.8 307.5 0.3
31  Fertilisers. 11 551.4 512.8 1,580.6 1.7
32 Tanning or dyeing extracts; tannins and their derivative 34 494.0 459.4 1,416.0 1.5
33 Essential oils and resinoids; perfumery, cosmetic or toi 25 213.3 198.4 611.4 0.7
34 Soap, organic surface-active agents, washing preparatic 19 268.9 250.1 770.9 0.8
35  Albuminoidal substances; modified starches; glues; enz 10 105.6 98.2 302.8 0.3
36 Explosives; pyrotechnic products; matches; pyrophoric 5 34.5 32.1 99.0 0.1
37  Photographic or cinematographic goods. 21 67.5 62.8 193.6 0.2
38  Miscellaneous chemical products. 35 368.0 342.2 1,054.9 1.2
39  Plastics and articles thereof. 100 2,033.1 1,890.8 5,828.2 6.4
40  Rubber and articles thereof. 45 559.6 520.4 1,604.1 1.8
41 Raw hides and skins (other than furskins) and leather. 2 1.3 1.2 3.7 0.0
42 Articles of leather; saddlery and harness; travel goods, | 19 55.9 52.0 160.2 0.2
43 Furskins and artificial fur; manufactures thereof. 2 0.1 0.1 0.2 0.0
44 Wood and articles of wood; wood charcoal. 32 99.5 92.5 285.1 0.3
45  Cork and articles of cork. 4 0.8 0.7 2.3 0.0
46 Manufactures of straw, of esparto or of other plaiting r 2 0.4 0.3 1.0 0.0
47  Pulp of wood or of other fibrous cellulosic material; re 6 419.9 390.5 1,203.7 1.3
48  Paper and paperboard; atticles of paper pulp, of paper 55 375.3 349.0 1,075.8 1.2
49  Printed books, newspapers, pictures and other product 17 64.8 60.2 185.7 0.2

Source: DIRECON, based on official data of Chile dnade Map.

8 The FOB value of imports is obtained by multiplyithe CIF value of imports by 0.93. This number
has been chosen in order to represent the valte @xports from Chile to Indonesia.
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Table 5.9 (continuation). Export potential from Chile to Indonesia. Scenario Matching
between Indonesia imports from Rest of the World ad Chilean Exports to the Rest of the

World —2007.
. Value Potential Chilean
Indonesian Imports :
Exports to Indonesia
Number of Relative
HS 2d Description subheading mill US$ CIF mill US$ FOB thousands US$ FOB (0,04%) )
Weight (%)
at _6-level
50 Silk. 2 0.2 0.2 0.5 0.0
51  Wool, fine or coarse animal hair; horsehair yarn and we 14 6.4 5.9 18.3 0.0
52 Cotton. 37 80.3 74.7 230.1 0.3
53 Other vegetable textile fibres; paper yarn and woven fa 8 3.7 3.4 10.6 0.0
54  Man-made filaments. 22 84.2 78.3 241.2 0.3
55 Man-made staple fibres. 42 100.5 93.5 288.2 0.3
56 Wadding, felt and nonwovens; special yarns; twine, cot 24 61.2 57.0 175.6 0.2
57  Carpets and other textile floor coverings. 9 8.1 7.5 23.1 0.0
58  Special woven fabrics; tufted textile fabrics; lace; tapest 16 21.2 19.7 60.7 0.1
59  Impregnated, coated, covered or laminated textile fabri 16 121.7 113.2 348.8 0.4
60  Kaitted or crocheted fabrics. 3 4.0 3.7 11.5 0.0
61 Articles of appatel and clothing accessories, knitted or 76 38.1 35.4 109.1 0.1
62 Articles of appatel and clothing accessories, not knittec 99 64.7 60.2 185.6 0.2
63 Other made up textile articles; sets; worn clothing and 40 16.4 15.3 47.1 0.1
64  Footwear, gaiters and the like; patts of such articles. 20 62.7 58.4 179.9 0.2
65  Headgear and parts thereof. 5 9.6 8.9 27.6 0.0
66 Umbrellas, sun umbrellas, walking-sticks, seat-sticks, w 4 7.4 6.9 21.1 0.0
67  Prepared feathers and down and articles made of feath 5 3.2 3.0 9.2 0.0
68  Articles of stone, plaster, cement, asbestos, mica or sin 29 62.6 58.3 179.6 0.2
69  Ceramic products. 25 111.8 104.0 320.5 0.4
70  Glass and glassware. 43 79.5 73.9 2275 0.2
71 Natural or cultured peatls, precious or semi-precious st 18 28.8 26.8 82.60 0.1
72 TIron and steel. 94 1,515.4 1,409.3 4,344.0 4.8
73 Articles of iron or steel. 99 1,110.1 1,032.4 3,182.3 3.5
74  Copper and articles thereof. 32 2319 215.6 664.7 0.7
75  Nickel and articles thereof. 4 17.3 16.1 49.5 0.1
76 Aluminium and articles thereof. 27 299.3 278.3 858.0 0.9
78  Lead and articles thereof. 7 161.2 149.9 462.2 0.5
79  Zinc and articles thereof. 7 177.5 165.1 508.9 0.6
80  Tin and articles thereof. 3 1.5 1.4 4.2 0.0
81  Other base metals; cermets; articles thereof. 5 13.3 12.3 38.0 0.0
82  Tools, implements, cutlery, spoons and forks, of base 1 57 183.7 170.9 526.7 0.6
83  Miscellaneous articles of base metal. 34 196.7 182.9 563.9 0.6
84  Nuclear reactors, boilers, machinery and mechanical af 359 7,739.7 7,197.9 22,186.8 24.3
85  Electrical machinery and equipment and parts thereof; 188 1,974.7 1,836.5 5,660.8 6.2
86  Railway or tramway locomotives, rolling-stock and par 8 31.9 29.6 91.3 0.1
87  Vehicles other than railway or tramway rolling-stock, a 57 2,240.9 2,084.0 6,423.7 7.0
88  Aircraft, spacecraft, and parts thereof. 9 188.4 175.2 540.0 0.6
89  Ships, boats and floating structures. 9 303.4 282.1 869.6 1.0
90  Optical, photographic, cinematographic, measuring, ch 111 526.0 489.2 1,507.9 1.6
91  Clocks and watches and parts thereof. 25 14.0 13.1 40.3 0.0
92 Musical instruments; parts and accessories of such artic 5 4.4 4.1 12.6 0.0
93 Arms and ammunition; patts and accessoties thereof. 4 19.6 18.2 56.1 0.1
94  Furniture; bedding, mattresses, mattress supports, cush 33 172.3 160.2 493.8 0.5
95  Toys, games and sports requisites; parts and accessorie 24 35.9 334 103.0 0.1
96  Miscellaneous manufactured articles. 40 104.4 97.1 299.2 0.3
97 Works of att, collectors' pieces and antiques. 4 2.0 1.9 5.8 0.0

Source: DIRECON, based on official data of Chile dnade Map.
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Table 5.10 Exportable Potentially Products by Chileto Indonesia. Scenario: Matching
between Indonesia Imports from Rest of the World ad Chilean Exports to Asia -2007.
Grouping by ISIC classification system.

Values in thousands of US$ Number of Products
Chilean exports to the World  Potential trade
I. Agriculture, Fruit, Livestock, Silviculture and Extractive Fishery 3.075.812,1 6.640,0 118
Agriculture, fruit and livestock 3.014.767,7 6.566,4 103
Agticulture 326.811,9 6.008,9 70
Fruit 2.655.421,7 521,2 26
Livestock 325342 36,3 7
Silviculture 19.022,2 61,7 8
Extractive fishering 42.022,2 11,8 7
II. Mining 42.729.663,2 964,6 51
Copper 37.377.316,1 160,7 6
Rest of mining 5.352.347,1 803,9 45
III. Manufacture Industry 20.348.852,2 83.825,3 2769
Manufacuture of food, beverages and tobacco 7.378.588,5 8.723,9 295
Food Manufacturing 6.036.289,9 7.746,6 280
Beverage industries and tobacco 1.342.298,6 9774 15
Textile, weating apparel and lether industries 266.552,0 1.652,8 431
Textile products, wearing apparel 226.003,3 1.467,2 409
Leather and leather products 40.548,7 185,6 22
Manufacture of wood and wood products, including furniture 2.034.128,1 549,4 53
Cellullose, paper and printing 2.927.072,6 2.468,5 79
Manufacture of chemicals, chemical, pretoleum, coal, rubber and plastic 3.857.679,3 20.313,6 566
Manufacute of non-metallic mineral products, coal, rubber and plastic 108.938,3 1.102,5 108
Basic metal industries 2.438.979,2 7.886,5 176
Manufacture of fabricated metal products, machinery and equipment 1.312.889,1 40.588,0 970
Metal products, machinery 892.622,2 30.982,9 891
Transport equipment 420.266,9 9.605,1 79
Other manufacturing industries 24.025,0 540,0 91
IV.Other 564.223,6 19,6 9
Total 66.718.551,0 91.449,5 2947

Source: DIRECON, based on official Data for Indoaesd Chile.
V.2.B Indonesia

V.2.B.1 Introduction

When the basket of goods that a country exportantmher is small (as the case of
Indonesia and Chile), and one plans to negotiategarement which grants mutual
tariff preferences, questions arise respect to ghmup of goods that before the
enforcement of the agreement were not traded. Tép@sstions are: what new products
can be exported to the trade counterpart and whiltbe the most appropriate method
to value those new products?

The answer to these questions is not formally modgetherefore different techniques
could be designed for such target. However, whiehdvis, they will only give us an
additional support to the measurement of the tragbact applied to the basket of goods
actually traded among the partners.

In this case, one scenario is established. Theascemwses the destination of the
Indonesia exports only to those markets that cdoédclassified as “analogous” or
“similar” to Chile. These are: Argentina, Bolivideru, and Brazil.

V.2.B.2 Models

Be two countriesA and B. The countryA needs to know the basket of potentially
exportable products (trade of non-trade goodsptmtryB. For that purpose, it requires
to identify those products that countB/imports but not from countr@, and that
countryA exports to the rest of the world but not to courry
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The countryA exports to the world the goods b, c andd and to the countr the
goodsa and b. While countryB imports from the world the goods, b, d and f.
Therefore, the potentially exportable basket frArto B is composed by good, since
productsa andb are already traded among the partners. The folipwiep is to take
into account the tariffs charged by counByto imports from countnA. If they are
located in a “high tariff” level, then it could laecepted that.

Once defined the potential basket of Indonesia gapte products and identified the
Chilean demand, it is assumed that the Chilean dém@uld be satisfied by Indonesia.
A calculation for potential product is based on thmimum value of the gap Chile

imports from world extracted with Chile import LatAmerica and Indonesia to others
Latin Americ&™. It is considered that the maximum value that treda can export to

Chile is could not be higher than Chilean total dachor Indonesian total supply to the
region.

The use of the model and its assumptions indi¢etethe potential Indonesian exports
to Chile would be found at US$ 93.8 million per ye&the Chile demand for imports
of these products. This scenario identified 312dpots at a 6-digits level of the
Harmonized System classification as the potenkpbg products. The result has been
agregated to HS 2-digits level as shown in theoWaihg tables.

8 potential value=Min[(Chile import from world-Chilenport from Latin America), Indonesia export to iteAmerica], calculated
based on HS 6-digit level
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Table 5.11 Indicative Potential Products:
Matching Product Chile Import from Latin America an d Indonesia Export to Latin

America US$ 000 in 2007

Chile Import Chile Impprt Indonesia' Value Potensia}l
HS Description Numberpf from World 2007 from Lgtln Export to. Latin |Export Indgne5|a
SubHeading (US$ 000) America America to Chile
(US$ 000) (US$ 000) (US$ 000)
Total 312 7.806.116,5 1.103.730,2 415.339,2 93.832,8

94 Furniture; bedding, mattress, matt 6 54.602,2 3.437,1 23.338,2 21.642,0
95 Toys, games & sports requisites; pa 2 29.778,3 207,7 19.574,2 19.574,2
85 | Electrical mchy equip parts thereof 30 443.665,1 39.535,0 19.379,3 17.178,9
96 Miscellaneous manufactured articles 6 12.713,0 1.369,6 238.232,6 11.343,3
84 Nuclear reactors, boilers, mchy & m 27 588.792,0 56.267,5 7.083,9 6.903,9
90 Optical, photo, cine, meas, checkin 3 22.797,2 451,6 5.723,2 5.723,2
73 | Articles of iron or steel. 18 147.953,6 23.179,3 2.388,5 2.388,5
86 Railw/tramw locom, rolling-stock & 2 8.860,7 1.060,5 2.274,5 1.394,5
87 | Vehicles o/t railw/tramw roll-stock 1 2.442,6 629,3 1.348,0 1.348,0
76 | Aluminium and articles thereof. 6 40.768,2 6.844,1 954,7 855,6
83 Miscellaneous articles of base meta 4 42.742,6 16.355,4 775,6 775,6
62 | Artof apparel & clothing access, n 16 70.956,8 5.028,6 579,3 579,3
82 Tool, implement, cutlery, spoon & f 3 3.881,7 641,0 522,6 522,6
70 Glass and glassware. 7 3.030,7 1.324,4 704,6 493,6
72 Iron and steel. 5 34.105,2 9.941,0 593,6 476,7
88 | Aircraft, spacecraft, and parts the 1 407,1 17,3 1.752,1 389,8
63 Other made up textile articles; set 6 11.914,9 757,9 310,7 310,7
61 | Artof apparel & clothing access, 13 48.812,2 5.266,7 288,3 288,3
69 Ceramic products. 4 27.874,3 6.783,2 339,9 258,6
74 Copper and articles thereof. 3 11.889,5 436,0 454,7 232,7
68 | Artof stone, plaster, cement, asbe 3 3.177,2 358,4 227,0 227,0
64 Footwear, gaiters and the like; par 3 4.176,8 1.256,5 187,9 134,6
71 Precious and semi precious stone;

metal and precious metal; imiteation

jemelry 1 206,3 33,1 109,2 109,2
97 | Works of art, collectors' pieces an 1 117,3 29,3 87.593,5 87,9
67 Prepr feathers & down; arti flower; 1 223,5 61,5 71,8 71,8
65 Headgear and parts thereof. 1 2.316,0 61,1 68,4 68,4
55 Man-made staple fibres. 6 25.326,1 1.347,4 68,1 68,1
56 | Wadding, felt & nonwoven; yarns; tw 4 23.715,5 4.775,8 57,0 57,0
54 Man-made filaments. 7 15.344,5 5.331,1 56,1 56,1
52 | Cotton. 10 20.185,8 4.879,1 61,1 52,5
59 Impregnated, coated, cover/laminate 3 10.630,7 4.009,5 47,6 47,6
57 Carpets and other textile floor co 2 2.119,2 358,2 29,8 29,8
48 Paper & paperboard; art of paper pu 7 87.209,0 30.668,3 29,5 29,5
39 Plastic and article thereof 23 503.089,8 163.140,5 20,3 20,3
60 Knitted or crocheted fabrics. 1 3.438,1 138,7 16,3 16,3
40 Rubber and article thereof 9 163.919,0 45.895,9 15,7 15,7
49 Printed books, newspapers, pictures 3 4.662,4 1.313,2 15,1 15,1
58 Special woven fab; tufted tex fab; 1 493,0 43,7 15,0 15,0
42 | Article of leather 3 12.751,5 896,3 8,3 8,3
44 | Wood and articles of wood; wood ch 2 7.195,3 4.546,2 59 59
38 Miscellaneous chemical products. 7 65.065,9 22.629,8 4,5 4,5
34 Soap, organic surface-active agents 6 80.875,7 50.624,1 3,3 3,3
41 Raw hides and skins (other than furskin)

and leather 1 2.887,5 2.351,5 2,2 2,2
29 Organic chemicals. 10 30.667,2 3.477,3 2,1 2,1
33 Essential oils & resinoids; perf, 4 138.469,7 52.818,6 1,8 1,8
32 Tanning/dyeing extract; tannins & 3 25.447,5 9.043,2 1,1 1,1
35 | Albuminoidal subs; modified starche 1 2.214,0 419,8 0,6 0,6
31 | Fertilisers. 1 3.076,9 208,0 0,3 0,3
25 Salt; sulphur; earth & ston; plaste 3 3.518,6 2.686,6 0,4 0,3
24 Tobacco and manufactured tobacco 3 9.292,4 6.744,7 0,3 0,3
18 Cocoa and cocoa preparations. 3 35.767,6 24.691,9 0,2 0,2
27 Mineral fuels, oils & product of th 1 4.613.080,6 208.012,0 0,2 0,2
20 Prep of vegetable, fruit, nuts or o 2 920,3 300,5 0,2 0,2
15 | Animal or vegetable fats and oil 3 257.717,0 251.326,5 0,1 0,1
09 Coffee, tea, mati and spices. 3 28.587,9 19.033,7 0,1 0,1
14 | Vegetable plaiting materials; veget 1 115,7 14,3 0,0 0,04
13 Lac; gums, resins & other vegetable 1 786,2 13,1 0,0 0,03
06 Live tree & other plant; bulb, root 2 1.082,0 146,3 0,0 0,01
03 Fish & crustacean, mollusc & other

agautic invertebrates 8 8.259,1 511,5 0,0 0,01

Source: Calculated from WITS data
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V.3 Bilateral Liberalization of Trade in Services
V.3.A Chile

V.3.A.1 Analysis

In 2008, services in the Chilean economy represiebitel % of total GD®, and it has
increased its share from 58.3% in 2003; and atsshiaire in employment that comprises
64.6% of total employment in 2088up from 62.3% in 1996. This sector has been very
dynamic as has experienced a higher than averageofagrowth of its activity,
measured in GDP, employment and investment.

Between 1974 and 2004, Services accounted by 32%ireft foreign investment,
concentrated in Transport and Communications (12%he total) and other Services
(20%). In the Other Services sector, the most itambrsegments were Financial
Services, Insurance (17%), and the Wholesale atallReade (12%).

The importance of the services sector may be glesén as a source of employment
creation in the last years (2001 — 2008). In thée@h economy since January 2001, as
may be appreciated from the following Table, sonf73.5 thousand jobs have been
created; of which 874 thousand were provided bys#@ices sector, that is a 75% of
the total jobs created in the last seven years.

Table 5.12. Chile: Employment creation by industrig, 2001-2008
(Thousand jobs and %)

Total | Non- Commer| Transport | Finan | Social Servic
services | ce & ce and es
Industrie Telecom Commu
sS* mu- nal
nications Services
Jobs created1,173.| 299.63 261.56 134.54 178.8298.96 873.87
(thousands) 5 1
% share 100.0 25.5% 22.3% 11.5% 15.2| 25.5% 74.5%
% %

Source: Instituto Nacional de Estadisticas INE J&Chi

* Agriculture, manufacturing industry, constructjanining and electricity, gas and water

As a consequence of Chile’s long running privaimatpolicies, state involvement in
services is limited. The state retains ownershiparico Estado, the postal and railway
services, and public television. The state also soweaports and major airports;
however, these have been increasingly given in e&gsion to private operators. The
authorities indicate that involvement of the Stateny of the sectors mentioned does
not in any way preclude private participation.

82 Computed from Banco Central de Chile, National dotts at 2003 constant prices. According to the
UN methodology the water, construction, electricibd gas sectors are considered as part of industry

8 Source: Instituto Nacional de Estadisticas INEpleyment figures for the January-March period of
each year by industries. According to the UN methogly the water, construction, electricity and gas
sectors are considered as part of industry
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V.3.A.2 Conclusions

In terms of assessing the likely impacts that ateibl FTA would have on services,
unfortunately the absence of reliable data ondvigdttrade in cross border services only
allows to undertake a qualitative analysis.

There are some data that is useful to look atedlab the maritime transport and
tourism. The DIRECTEMAR- Direccién General del Temio Maritimo y Marina
Mercante (General Directorate of Maritime Transpamt Merchant Vessels, Chflé)
information concerning Chilean maritime transpodesl include Indonesia in its
classifications. In 2007, 1.2 million tons were espd to Indonesf&; being Indonesia
the 8". Destination of Chilean exports in terms of toneith 2.73% of total cargo
exported by Chilean ports. The value of transpartl for exports to Indonesia was of
US $ 12.4 millions in 2007, 0.58% of total freight Chilean ports (28 Place). In the
case of imports from Indonesian ports 1.6 millionds were imported from Indonesia,
with a cost of US $ 41.2 millions in 2007, with 8% of the freight costs of Chilean
imports (11". Place).

Table 5.13
Chile: Tourist Arrivals from Indonesia and World, 2 005-2008

(Number of arrivals)

2005 2006 2007 2008
World 2,027,082 2,252,952 2,506,756 2,698,659
Indonesia 417 536 734 845
% Indonesia 0.021% 0.024% 0.029% 0.031%

Source: Servicio Nacional de TurisfiNational Tourism Service of Chile)

Table 5.14
Chilean tourists departures to Indonesia and world2005-2008

(Number of departures)

2005 2006 2007 2008
World 2,651,135 3,005,273 3,234,426 3,060,925
Indonesia 8 1 14 14
% Indonesia 0.0003% 0.0000% 0.0004% 0.0005%

Source: Servicio Nacional deigimo (National Tourism Service of Chile)

On the other hand, data on services and tradectetfiieat there is a positive correlation
between services and trade: in the case of Chiltha period 1999 to 2008, total trade
in goods increased from US$ 31.9 billions to USS8.2%illions; and correspondingly

trade in services surged from US$ 8.5 billions ®&HL22.2 billions in the same period.
This is found in general, so if trade increasesyilt also experience a corresponding
surge in services.

Two general conclusions may be drawn from a furiiimralization in the services
sector between Chile and Indonesia:

» The participation of Indonesia in Chile’s freiglgrgices is small; and has been
maintained since 2000, as the reduction in the esharexports has been

# |n www.directemar.cl
% Total exported tons by Chile were 44.7 million2007
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compensated by a largest share in imports. In 20@mnesia accounted for
1.31% of Chile’s freight trade; while in 2007, iasv1.30% of the total. With
further liberalization of restrictive practicestime services sector between the 2
countries, the share of freight services mightaiely increase. There are no
data on other services trade.

* As was calculated in the goods sector, there nidghtain increase in Chilean
exports of around US $ 93.3 millidfiswith respect to the figure of 2007,
approximately 49.4% of the exports to Indonesia. tAsre are no reliable
sources concerning trade in services, it is nosilida to have an accurate
estimate. But a rough indication may be calcula@dng into account the
average figure of services in the Chilean balarfcegagments accounts, which
might mean a figure of US $ !89millions in the year 2007 of additional
services because of the trade liberalization betwtbe two countries. The
services liberalization would mean additional pgiot increase in trade services
between the two countries, beyond those estimates.

V.3.B Indonesia

There is no reliable data regarding bilateral flolvservices between Indonesia and
Chile to make an analysis in this area. Nevertiseleased on Chile’s trade in services
performance, most Chilean important service sedbath in export and import are
transport (sea transport service), travel, insweaand financial services. Chile had also
established trade in services with Indonesia initmag transport. Since there is no Air
Agreement between Indonesia and Chile, Indonesia plans to build cooperation
between Garuda Indonesia Airways and LAN-ChileiAe$ through this agreement.

V.4 Bilateral Liberalization of Investment
V.4.A Chile

V.4.A.1 Analysis

Both the Indonesian and the Chilean economies baperienced a dynamic economic
growth, experiencing periods of stable and lastigamsion in the last 20 years. This,

coupled with liberalization of their economiesc@nducive to increase investments and
create new opportunities. In the case of Chilerétte of investment is recovering from

the reduction of the international financial critiet has impacted world and Chilean
growth in the year 2009.

Foreign direct investment has been part of theéegjyato enhance further growth in the
Chilean economy (Chapter 2). This trend has coatinand the competitiveness of the
Chilean economy and the low country risk has imptbvthe attractiveness of
investments in Chile. The Emerging markets bondexnts at low levels for Chile,
reaching 134 base points in September 2009, wieatverage for the world was 376;
and for emerging countries in Asia reached 290 ianBurope is 365 (see following
table).

8 This includes the impact of trade creation andleraiversion for exports and the export potential
increase
87In 2008, Chilean traded services accounted fd@%7f trade in goods
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Table 5.15
Emerging Markets Bond Index Global Spread
2004-2009(Sept)

Global Chile Latin America Asia Europe

2004 423 83 527 265 275

2005 306 65 364 265 185

2006 198 80 213 180 149

2007 197 101 208 162 158

2008 406 213 427 356 370

2009 (Sept.) 376 134 408 290 365

Source: JP Morgan Chase. In Banco Central de CHitmthly Bulletin(Boletin Mensual), September
2009, page 44.

V.4.A.2 Conclusions

Concerning the consequences for investment in thie&h economy, given the process
of an FTA with Indonesia, it is possible to distimgh two main impacts: better
information and an improvement of the legal cefttaibetween both countries. The
enhancement of the judicial certainty for investémsm both countries and their
investments in the other party’s country would beesult of the consideration of the
investment aspect in the FTA.

With the improved market access as result of th& &1d the necessary examination of
the juridical aspects of foreign and Chilean inwesit in Indonesia would mean
additional investments by Chile in Indonesia, iderto facilitate trade in goods and
services.

The needs of the development of the Indonesianagegrand its reliance on imported
inputs and raw materials, as is the case of othesrging economies, might induce
additional Indonesian investments in Chile.

V.4.B Indonesia

There is no reliable data regarding bilateral floinnvestment between Indonesia and
Chile to make an analysis in this area. Howevesgteon Chilean statistics, between
1998-2008 Japan is the leading Asian investor e¢guntChile with 3.2% of FDI. Japan
has invested in almost all sectors open to investnvehile Malaysia has only focused
on construction area in which Indonesia also hesest.

Chile has made investment in foreign countries tpostthe Latin America countries.

Chile has invested in the mining sector and quagymdustry, electricity, gas and water
supply. Chile is also interested in investing infmcounication, financial and other
services. Therefore, Indonesia invites Chileansnt@st in Indonesia particularly in

mining, energy and financial service sectors. LilsewIndonesia sees opportunity to
invest in Chile in several sectors such as construand business travel services.

V.4.B.1 Assessment of Impacts of an FTA

In terms of investment, one of the most importapeats of an eventual negotiation of
an FTA between Indonesia and Chile that includegestment issues, is the

enhancement of judicial certainty for investors niroboth countries and their

investments in the other party’s country. Thataety would be reached through the
establishment of different levels of market acdadsoth countries, as the result of the
consolidation of the restrictions and limitationgpked to investment flows.
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In terms of Indonesian investment in Chile, givee fctual conditions in the world
market, the necessity for Indonesian companiesutragtee the supply of their inputs
becomes crucial. Therefore, it is expected thaE B that considers investment regime
would become incentive for Indonesian companiasuest in Chile.

V.5 Effects and Influence on Specific Sectors and Prodts (as appropriate)
(Qualitative Analysis)

V.5.A Chile

For the matrix of analysis of the main impact giraspective FTA Chile — Indonesia in
Chile by industries, it is possible to have a brpécture of which sectors would be
influenced by the trade increase (potential expatarting from the quantitative data
calculated in Chapter V.2 . In this section aresprgéed the highlights in key sectors:

V.5.A.1 Agriculture (including fruits and food industries)

« Itis a sector that represents a 5.2% of the GCEBE®, it has a larger share of
the GDP in Regions VII, VI, IX, XIV and X; and ithe basis of important
exporting industries as fruits, wines, juices, ahmfoods, meat, pork, poultry,
dairy products and other export products that reypganded and evolved in the
last 20 years. Chile is (2006 data) thé" Exporter in the world food market,
with exports in the region of US$ 7 billidfisn that year and currently US $ 10
billions.

» The potential impact in this case is of US $ 6.8ioms; which would represent
an increase of 367% in additional exports, overélel of US $ 1.8 millions in
2007 in agricultural exports to Indonesia.

In this sector Indonesian products would increéseliesence in the domestic Chilean
market by about US $ 0.6 millions, a minimal imp@&2.8%) in the US $ 21.1 million
dollars of imports from Indonesia in 2007.

V.5.A.2 Forestry

» The forest industry represents a 3% of Chilean GIDB, with exports of US $
5,461.5 millions in 2008, 8.2% of Chilean exports.

e Chilean exports of forest products might increag&JB $ 3.0 millions because
of a new potential market as a result of the FTAhwndonesia, a growth of
2.3% over the level of 2007 exports (US $ 131.6ioms).

V.5.A.3 Mining

e« This is a sector in which Chile has the largest pefitive and natural
advantages, mostly in the copper sector, beindattyest exporter of copper in
the world. In 2008, the mining sector comprised%.af Chilean GDP, and
mining exports are 57.5% of total Chilean expdntsth as a result of increases
in the quantum and prices of copper and other mimroducts. This sector
represents a 35.3% of Chilean export to the Indanemarket in 2007 (US $
80.7 millions).

8 See Chapter 1
8 Calculated from FAO figures by Chile Alimentosclindes several industries as food and beverages
and fish and fish foods. (2004 figures).
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* The mining exports that Chile exports to Indonesiarespond mostly to non-
copper products. As most of these products ara@rsold to Indonesia, there
will be reduced additional exports because of pgaktrade, which is US $ 1.0
millions of the current (2007) exports of US $ 8@nillions, that is a 1.2% of
potential increase.

V.5.A.4 Manufacturing industry

« The manufacturing sector represents a 16.7% ofe@hiGDE’, and 31.9% of
Chilean exports, reaching US$ 21.2 billions in 200Be exports of this sub-
sector are leaded by the food and beverages imekis(B9.9% of total
manufacturing exports), followed by the forest istly (forestry and furniture
and cellulose, paper and by-products) reaching?2@&@6Chilean manufacturing
exports dprocessed and unprocessed chemicals (28.A%nufacturing exports).
In a 3° place are the processed and unprocessed chen{itgi8% of
manufacturing exports)is the forest industry, ia # place the metal products,
machinery and equipment (9.4% of total manufacturaxports) and lastly,
basic metal industries (7.0% of total manufactuergorts).

» Concerning the gains from the FTA for Chile, thenofacturing industry might
increase its exports by US$ 81.3 millions, whichuldomean an increase of
55.2% of current industrial exports to Indonesihe Ppotentially most benefited
sector would be the manufacture of fabricated metalducts (US$ 40.6
millions of additional exports).

V.5.A.5 Chemical and petrochemical products

« The chemical and petrochemical products are in™a Bace among the
manufacturing exports of Chile (processed and wgs®ed chemicals with
18.0% of manufacturing exports), with a figure dd @ 3.8 billion in exports in
2008.

» The chemical and petrochemical products might amedts exports to Indonesia
by US $ 20.3 millions, which would mean an increa$e34.4% of current
exports to that market.

V.5.A.6 Textiles, clothing and leather products
» This sector represents 0.7% of Chilean GDP; witlle@h exports to the world
of US$ 266.6 millions in 2007.

» Exports to Indonesia were US $ 0.1 millions in 208&d negligible in 2007 and
would increase by US $ 1.7 millions, 1,700% over lgvel of 2006, because of
potential additional exports.

V.5.A.7 Fabricated metal products, machinery and equipment
» This sector represents 2% of Chilean GDP; with &mlexports to the world of
US$ 1,312.9 millions in 2007.

* Exports to Indonesia would increase by US $ 40.lians, a 556.2% increase
over the level of US $ 7.3 millions in 2007.

% GDP at constant prices, Banco Central de Chile
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V.5.A.8 Services

e Additional trade in services between Chile and hefa would be
approximately of US$ 20.0 milliods because of the expansion in freight
services and other trade in services (potentidkjra

The transport services have been pointed out asatural barrier to trade” with
Indonesia, but as transport is a derived demantheife are opportunities to further
expand trade to Indonesia, the additional serweasld be supplied by the navigation
companies that already operate to Indonesia andSEAN area.

V.5.B Indonesia

V.5.B.1 Introduction

Refer to analysis of the main impact of a prospediTA Indonesia-Chile in Indonesia

by industries, it is possible to have a broad petf which sectors would be influenced
by the trade increase (export and import) basedjuantitative analysis in previous

section. The results are presented in Table 5.5Tabhtk 5.6 and have been enriched in
some selected industries (agriculture, forestrgugtrial sector, automotive, chemical,

rubber, and textiles). Highlights in key sectors as follow:

V.5.B.2 Agriculture

It is a sector that represents a 13% of the GDBO®BB, and is the basis of important
exporting industries as fruits, coffee, tea, spiceis seed, and vegetable plaiting
material products. Indonesia in 2008 is thé" ¥porter in the world agricultural

market, with exports in the region of US$ 21.9ibiil

The main impact in this case would be a 10.6% asxen exports as shown in previous
section. This increase would be higher in Oil s@eld. 12) that would grow by US$
235,000; compared with a base figure of US$ 3.1ianil followed by fruit, coffee, and
vegetable exports growing at a rate of 12.5% wi8l147,000 of additional exports;
and then the food industry likes sugar, cocoa, ateemd preparation vegetable,
increasing their exports by 13.8%, with a US$ 206,hcrease.

V.5.B.3 Forestry

The forest industry represents a 3.1% of IndoneGBR. Indonesian exports of wood
and wood products would increase as a result oFfi#ewith Chile by 16.2% over the
level of 2008 exports, that is, a total of US$ 82D, This impact is particularly caused
by wood product marquetry etheading-4420) which would add US$ 59,000 of
Indonesian export to Chile. Paper industry woulgezience 16.3% growth compared
with base figure of US$ 1.2 million in 2008.

V.5.B.4 Fishery and aquaculture

Import from Chile would growth 6.3% with a US$ 480increase, while potential
export product reach US$ 4.6 million, coming froB13ub-headings. The industry sees
the opening of the Chilean market as a strategie & consolidate these new markets,
given the expected growth of the Chilean economyife next 20 years.

%1 This estimate takes into account the addition(Bfade creation and trade diversion (exports US9$ 1
millions, imports US $ 18.2 millions) + potentiatports of US $ 91.4 millions) and the share of Eawy
in trade in goods (17.9% in 2008)=US $ 20.0 mikian additional trade in services
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V.5.B.5 Industrial product

The manufacturing sector including mineral fuel$. (@7) represents a 25% of
Indonesian GDP, and 83.6% of Indonesian exporéghiag US$ 114.5 billion in 2008.
The exports of this subsector are led by minerabdpets (38.72% of total
manufacturing exports), followed by the machinengd @lectrical products (11.8%),
textile products (8.82%), metal products (8.60% @lastic and rubber (8.53%) of
Indonesian manufacturing exports.

Concerning the gains from the FTA for Indonesia thanufacturing industry would
increase its exports by US$ 22.9 million, which Wdomean an increase of 13.2% of
current industrial exports to Chile. The potenyiatiost benefited sector would be the
mineral fuel that would generate US$ 6.3 milliorth€ industrial products such as
electrical equipment, footwear, transportation pment are would also generate
additional export of around US$ 6.78 million. Timglustry associations emphasize the
opening of the Chilean market in three aspectaiataoh in tariffs, improvement in the
phytosanitary and sanitary treatment and redudtiothe transport cost to the South
American markets.

Imports from Chile in the manufacturing sector wbulcrease by US$ 57 million or
25.4% of total manufacturing imports from Chilelase year 2007 (US$ 226 billion).
This impact would be concentrated in various indestfor Indonesia: manufactures of
mineral product, chemical industries, plastic, miblwood, textile and textile product,
fabricated metal product, machinery and mechanmahufacture and vehicle and
transport equipment.

V.5.B.6 Automotive

As stated previously, transportation equipment Wqadtentially be the most benefited
by this FTA. This sector would experience a 22.5%wgh. It is observed that Indonesia
could expand its export to Chile, since there ammes of these products that Chile
imports from rest of the world but not from Indoi@svhile Indonesia also exports to
rest of the world except Chile.

V.5.B.7 Electric and electronic products

After the FTA, Indonesian export to Chile would riease by US$ 2 million or 23.4%
growth in electrical machinery equipment (Ch. 85n the other hand, imports from
Chile would only increase by US$ 3,700, given tbaisting import from Chile is
relatively small.

V.5.B.8 Chemical and petrochemical products

The chemical and petrochemical products represéii®d of Indonesian manufacturing
export, with a figure of US$ 4.77 billion in expom 2008. The chemical and
petrochemical products would increase its expo€hde by US$ 1.25 million, which

would mean an increase of 1.3% of current expotthdad market.

V.5.B.9 Plastic and Rubber products

Export to Chile would increase by 37.8% comparethwurrent trade which is only
US$ 206,000. Import from Chile would increase by$U&610, a 57.6% increase over
the level obtained in 2008 which only reached USH®@.
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V.5.B.10Textiles and clothing, Leather and leather producd, and footwear

This sector represents 2.37% of Indonesian GDRy imtlonesian export to the world
of US$ 11.45 billion (2008). Indonesia ranks thd' pPace as exporters for this sector.
Export to Chile would increase by US$ 5.35 milli®&Q% over the level obtained in
2007, valued US$ 13.7 million. The increase way generated by textile and textile
products.

V.6 Effects and Influence for the Respective Regions @tin
America/ASEAN)

V.6.A Chile

There is a growing relationship between Chile dredltatin American countries. There
are trade agreements with Mercosur (Brazil, ArgentiUruguay and Paraguay), the
Andean Community (Venezuela, Peru, Bolivia, Colamli&cuador), Central America
(Costa Rica, El Salvador, Nicaragua, Honduras, &oala) and Mexico. In 2007,
Chilean exports to those markets reached US$ Ilighbhaving experienced a 15.8%
yearly growth between 1999 and 2007 (following ¢édblLatin America has a share of
16.0% of Chilean total exports. As has been nowtiee, 60% of exports to Latin
America are of manufactured goods.

Table 5.16 Chile 2008: Access to Latin American méets

MFN Tariff Tariff reduction
Argentina 8.6% 0.1% 98.8%
Brazil 5.9%% 0.1% 98.3%
Paraguay 13.9% 1.8% 87.1%
Uruguay 6.02%% 1.0% 83.3%
Bolivia 8.7% 6.2% 28.7%
Colombia 13.9% 0.1% 99.3%
Ecuador 12.8% 0.1% 99.2%
Peru 4.1% 0.3% 92.7%
Venezuela 15.3% 1.3% 91.5%
Mexico 21.1% 0.03% 99.9%

Source: DIRECON

There is an opportunity for Indonesian firms to absh distribution and/or
manufacturing centers for the Latin American regigimen the advantages of Chile as a
reliable and well connected regional center.

Table 5.17 Chilean exports to Latin America: 1999 d 2007

Chilean exports to Latin America, 1999 and 2007
1999 2007 Annual rate
(US $ millions) of growth (%)

Central America 94.8 582.7 25.5%
Mercosur 1,520.2 5,283.4 16.8%
Andean Community 1,059.8 2,418.4 10.9%
Mexico 622.8 2,361.5 18.1%
Total exports 15,914.6 66,718.6 19.6%
Latin America 3,297.6 10,646.0 15.8%

Source: Studies and Information Department, DIRECBa$ed on data from Central Bank of Chile

196



Chile-Indonesia Joint Study Group on the Feasjbilita Free Trade Agreement (FTA)

Another aspect of the relationship is that Chilansimportant investor in several Latin
American countries. The stock of Chilean investnambad for the period 1990 — 2009
(June) is estimated at 48,621 million dolfarNearly 90% of it is located in Latin
American countries, being Argentina the main remipi of Chilean investment,
capturing around 32%, followed by Brazil (18%), ®P€15%) and Colombia (13%).

V.6.B Indonesia

There is a strong relationship between Indonesihthe ASEAN countries. There is a
Regional Trade Agreement within South East Asiaméges known as AFTA. In 2008,
Indonesian export to the market reached US$ 2ibibjlhaving experienced a 13.3%
yearly growth between 1999 and 2008 (Table 5.8 EAS countries have a share of
19.8% of Indonesia total exports. In 2008, Indomesixport to ASEAN countries were
mostly manufactured products (85.5%).

There is an opportunity for Chilean firms to esbdistribution and/or manufacturing
centers for the ASEAN region, given the advantagjdadonesia as a reliable and well
connected regional center.

Table 5.18. Indonesian Exports to ASEAN Countries1999 - 2008

Indonesian exports to ASEAN Countries in 2008 Annual Inggr?(;esi:n
1999 | 2008 crowth |~ Export
US$ millions (%) (%)
Brunei 28 60 8.9 0.0
Cambodia 69 174 10.8 0.1
Lao PDR 2 4 18.0 0.0
Malaysia 1,336 6,433 17.6 4.7
Myanmar 74 251 16.8 0.2
Philippines 695 2,054 13.1 1.5
Singapore 4,930 12,862 10. 9.4
Thailand 813 3,661 18.5 2.7
Vietnam 332 1,673 21.1] 1.2
Total ASEAN 8,278 27,171 13.3 19.

Source: Indonessatistic

%2 Data produced by the Department of Foreign Investsiof DIRECON, in http: //www.direcon.cl
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VI. COOPERATION AND INFORMATION EXCHANGE ON
OTHER ISSUES

V1.1 Science and Technology

VI.1.A Chile

In the area of Science and Technology, Chile’s B&pee on different Free Trade
Agreements (FTA) already signed shows that opeopmprtunities for cooperation and
collaboration connected with development issuegegyia strategic perspective to the
relationship and creates long-term opportunitiesriatual benefit.

The Chilean Government has already signed a FTA wieé European Union, New
Zeeland, Singapore, Brunei Darussalam, Canada,dde&ihina, Peru and Australia. In
all these free trade agreements we have spemitbss on Science and Technology
collaboration, and mechanisms for identifying pblsijoint ventures, industry
cooperation, educational and cultural projects.

For example, that is the case of Canada, theHArétsigned by Chile, where, based on
the new commercial opportunities opened by theeagemt, Fundacién Chile (a private
— public development organization) signed agreemeat acquire licenses for the
application of biotechnology to Radiata pine.

Finally in the case of the FTA with Australia, tharties agreed on a special chapter of
cooperation to create new opportunities in the sareftrade and investment and
promote competitiveness, innovation and incentfeesesearch and development. The
following areas of cooperation have been identifedence, agriculture, wine industry,
food industry, mining industry, energy, environnanissues, small and medium
enterprises, tourism, education, labor, human a&hpitevelopment and cultural
development.

At present the Chile —Indonesia relationship isairdevelopment stage and shows
promising areas for cooperation in science andni@olgy. The interest of the Chilean
government, in the context of a broad and comprakierset of strategic initiatives, is
to reinforce partnerships on the above-mentionsdess, recognizing that both Parties,
being with important bio-diversities, should promabllaboration for mutual benefit.

In the area of Science & Technology, currently €kilspending on R&D at 0.7% of
the GDP in 2008 (roughly is US$ 600 millions), @wl in comparison with OECD
countries, but not out line with Latin American qoanators.

This can be broken down as follow, 53 % there diyighe Chilean Government, 37%
by the private sector, 7% by foreigners and themn8¥% by others. Most R&D spending
is financed by the government in Chile.

The bulk of fiscal incentives come from direct goweent support through a
multiplicity of funds. Innovation funds are typitabmall and managed by the Ministry
of Education and Economy. Access to government @tipp granted through public
tenders. The largest fund, FONDEF93, aims at emagdug business innovation and
fostering competitiveness in joint ventures withvensities and technological institutes.

% Managed by Ministry of Education trough CONICYT
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Others important funds, FDI and FONTEC94 , were geérin 2005 into a new
program Innova Chile. Two smaller funds are FIA (&gan Innovation Foundation)
and FIP (Fisheries Research fund)95

The Chilean Government wants to increase thislithashare of the GDP in 2010.

For this purpose the Government of Chile is expectine private sector to expand their
spending on R&D 10 fold by 2020, with this scenahie GDP contributions changes,
the public sector will decrease from 50% to 32% #mel private sector’s share will

increase from 36% to 55%, which reflects the spamndf other developed countries.

The Government of Chile is increasing Chile’s gtowbtential, know how, capabilities
and products that will create the difference, these only possible through
technological developments and Innovation. For thbgect in May 2005 the Chilean
government created the National Innovation Cou&ciCompetitiveness (CNIC), the
Council is in charge of advising the PresidentlmNational Strategy of Innovation.

The CNIC combines the multiples visions of theeatéint components of the system of
innovation, facilitates the coordination, promotioand development of this, and
organizes this in line with the national prioritiekhe role of this council is to make
consensus of the policies in this area.

The Inter-ministerial Committee implement the &gyt of innovation &
competitiveness presides over the Ministry of EcopoMinistry of Foreign Affairs,
Ministry  Agriculture, Ministry of Education, Minisg of Transport and
telecommunication, Ministry of Finance.

The government of Chile, trough CNIC identify follimg seven key elements to
improve.

% Managed by the government’s Economy Developmerinay (CORFO)
% FIA, Managed by Ministry of Agriculture, FIP marejby Ministry of Economy.
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Chart 6.1. Institutional map of the National Strategy of Innovation

There are two main government agencies in Chibtedlwith Science, Technology and
Innovation. The National Commission of InvestigaticScience & Technology
(CONICYT), this agency which is part of the Ministof Education, is in charge of
promoting, strengthening and expanding researtherareas of science and technology
in Chile. CONICYT is responsible for national pglian the area of supporting
universities and national research centres,

The other institution is the government’s Econoiievelopment Agency (CORFO),
which is in charge of innovation policies and supfor industries to help them develop
competitive advantage in the area of research andlopment.

In 2005 Innova Chile was created. This helps witbnmting and facilitating private
innovation in four areas (general purpose technplbgsiness innovation, technology
transfer, and business star-up) with a focus oteBfmology, ICT and agribusiness.

The Ministry of Agriculture implements it's stratedor promoting innovation to boost
competitiveness in agriculture through FIA, whichsicreated in 1981 (reactivated in
1994). And the Institute of Agricultural ReseardNIA), the mission of INIA is the
creation, adaptation and transfer of technologiesrtsure that the agricultural sector
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will contribute to the safety and quality of footbduce in Chile, in addition to provide
a competitive and sustainable response to theetrtgibk of rural development.

Both CONICYT and CORFO focus on innovation in tbh#dwing areas:

e Outsourcing,

e Processed food industries
e Aquaculture

¢  Financing services

e Fresh fruit production
e Communications

e Logistic services

*  Hog poultry breeding
e Construction

e Tourism

e Copper and derivates.

The Ministry of Foreign Affairs plays a key role inonnecting international

opportunities and possible joint ventures with Iqeartners, through the Coordination
of Science &Technology. We foresee that one of mhest attractive agencies in
Indonesia for identifying possible joint projects through de National Science and
Technology Development Agency especially in ardammon interest.

We propose collaboration with a vision that encosspa four main elements:

1.

Identifying projects, institutions and professiantdr developing a Partnership on
Innovation, Research and Development (I+R+D), fatual benefit and with a
concrete long-term vision to develop joint capasitin international markets.
These initiatives would require the involvementgofvernmental R&D entities,
private companies, social organizations, or coaldlmine them.

Technology transfer and trade in selected industigtors, as food industry and
selected manufacturing areas.

Collaboration in Human Capital Development, througstitutional agreements
for initiatives aimed at training human resourcegsyeloping professional and
technical consultancy and fostering the exchangepériences in selected areas:
biotechnology, mining, energy, aquaculture, infafora technology, tourism,
agriculture, food industry, education, and otheraarof common interest of the
Parties.

Common actions undertaken in order to implemening kerm forward looking
Partnership.

VI.1.B Indonesia

Cooperation in the field of science and technolagyery important in fostering
sustainable economic and social development, piaghaound business practices,
enabling partnership between two countries, thevagei sectors and other non
governmental entities of the Countries. The Codpmranay include:

* human resource development related to scienceeghddlogy;

* collaboration on research and development;

* exchanging information on science and technologpyes;

e encouraging and facilitating visits and exchangésxperts, and exchange of
knowledge and technology;

promoting the holding of seminars and workshops;
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e promoting cooperation between the educationaltuigins of both countries;
e promoting cooperation between the research institatof both countries;

V1.2 Small and Medium Enterprises, Education, Tourism, Mning, Energy
and Logistics.

VI.2.A Chile

VI.2.A.1 Small and Medium Enterprises

The small and medium enterprises are at the héatieoChilean econoni§. some
700.000 firms, that is 99% of Chilean firms are mjcsmall and medium enterprises,
employing 75% of the labor force and responsibl&B%o of total sales in the Chilean
economy’. The SME are at the top of priorities in publidipes. Thus, the SME are
included®

* in the Productive Development Agencies, creatadlithe Chilean Regions

* in the initiative to enhance the credit for the Skiid other actors, through the
program “Pro Credito”, meant to mobilize more théh $ 3.6 billion in additional
credits and financing to this sector

» as beneficiaries of the fiscal stimulus plan amoed in January 2009, for a total
of US $ 4 billions in additional resources to gexter more activity and
employment

e US $ 700 millions are included in the fiscal stimalplan in additional
infrastructure that will create new jobs and imgrgroductivity, specially in the
SME

* A reduction of 15% of the provisional monthly taayments by the SME
announced for 2009

The SME are also part of the export enhancemergnset through Pro Chile, which
aim to support the export development of Chileamdi (Seewww.prochile.c).
ProChile attends 4,500 SME in all of the ChileargiBes”, has promoted business
meetings in its more than 60 commercial officeshie world, and has carried out joint
export development projects with other public agesnas CORFO and Innova.

VI.2.A.2 Education and Culture

Education and Culture are strategic and long-teneasathat facilitate the building of a
long-standing and stable relationship between cmstat an international level.
Education and culture facilitates the mutual knalgke and respect and enhance the
human potential of international partnerships.

% Universidad de Santiago de Chile (2008) “Desasrdfroductivo en Economias Globales y las
Instituciones de Garantia Reciproca” in InformeaFiropuesta “Estudio de factibilidad para favorece
las instancias de profundizacion del mercado deangi@s reciprocas”, pages 117-147 in
http://www.dipres.cl/572/articles-38731_doc_pdfE.pd

° In SERCOTEC(2006) “La situacién de la micro y pefia empresa en Chile” in
http://www.redsercotec.cl/archivos/periodico/200/L1ro. pdf

% These are the measures included in the last Rrg&tl Address to the Congress, May, 21, 2009.,
quoted in http://www.comerciointernacional.cl/200®&P6C2%BFy-que-fue-de-las-pyme/

% In www.prochile.cl
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Cooperation in Education can focus, among othacsppn education quality assurance
processes, on-line and distance education atvaldeprimary and secondary education
systems, higher education, technical education wadational training, industry
collaboration for technical and vocational trainingnd teacher training and
development.

Some instruments for educational cooperation cddldhe exchange of information
such as teaching and curriculum materials, teachidg, and demonstration materials,
as well as the organization of relevant specialiggkibitions and seminars, the joint
planning and implementation of programs and prejedhe development of
collaborative training, joint research and develepimacross graduate and postgraduate
studies and the exchange of teaching staff, adtratiss, researchers and students in
relation to programs that will be of mutual benefit

Other area of collaboration is to gain understagaiheach Parties’ education systems
and policies including information relevant to theerpretation and evaluation of

gualifications, potentially leading to discussidietween institutions of higher learning

on academic credit transfer and the possibilitynatual recognition of qualifications.

VI.2.B Indonesia

VI1.2.B.1Small and Medium Enterprises

The Constitution of the Republaf Indonesia stipulates one of the goals of nationa
development is to promote the general welfare, megathat the prosperity of society is
the priority rather than individual prosperity. Q@patives and micro, small and
medium enterprises (MSMESs) are representing ndti@@nomic. The strategic
planning should be formulated for empowerment afpswatives MSMES in integrated,
systematic and sustainable scheme. The regulatitimedPresident of the Republic of
Indonesia No. 07/ 2005 on Medium-Term National Depment Plan period of 2004-
2009 has contained the policy and program co-opesatand SMEs empowerment.
Suitable with the mandate of the Law of NationavElepment Planning System, the
Ministry of Cooperatives and SMEs need to be dbedrmore detail in Strategic Plan.

Due to the one of the goals of national developnregiarding Micro, small, and
Medium enterprises (MSMES). Article 13 of Law ofélRepublic of Indonesia Number
25 of 2007 concerning Investment confirm that MSMias to be developed through
Investment. Hence, business fields that are redefee micro, small and medium
enterprises and cooperatives, as well as busiredds that are open to large businesses
subject to cooperation with micro, small and medemterprises, and cooperatives must
be determined by the Government. Furthermore, Govent shall direct and develop
micro, small and medium enterprises, and coopeastiirough partnership programs,
increase of the competitiveness, inducement ofvation and market expansion, as
well as wide dissemination of information. In cootien with such policy, Government
also establishes criteria regarding MSMEs undeclaré of Law Number 20 of 2008
concerning Micro, Small, and medium Enterprises.

During the year of 2000 - 2003 the role of micrma#l and medium enterprises in
creation of value added continued to increase f8dm1% in 2000 to 56.72% in 2003.
In 2003, micro and small business increased by 44#dium businesses grew by
5.1%, while big business grew only 3.5%. The shafremicro, small and medium
enterprises in GDP has increased from 26.9% in 2@063.6% in 2007. The
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contribution of SMEs in non-oil exports continueitarease from US$ 8.19 billion in
2000 to US$ 15.19 billion in 2007°

In general, micro and small businesses have thanaage in utilizing natural resources
and labor-intensive, such as: agricultural cropsdfoplantations, livestock, fisheries,
trade and restaurants. Business medium has ttentdpe of creating value added in
the hotel sector, finance, leasing, corporate sesviand forestry. Great efforts have
advantage in the processing industry, electriaiy gas, communication and mining.

The Chamber of Commerce and Industry of Indonesianates, the MSMEs would
grow about 25% in 2010 compared to 2009 forecasfed0% range. The growth of
MSMEs will be moving at 25-30% level from year teay. In addition, with financing
in favor of micro-business sector will also encgedhe empowerment of directing the
business unit grade.

Currently, there are about 51 million units of MSMEp to 99% are micro units.
Approximately 99% of MSMEs units have not been tmet by financial institutions
because they are considered not bankable and dwmwetthe collateral or the collateral
assets. There are only about 2 million MSMEs dotethdhe food business as well as
services and trade supported by financial insthgi It was through the people's
business credit and the units they belong to smatlium businesses. Micro units,
particularly in agriculture and business units &k tgrassroots level, rely on
moneylenders with choked interest rate. In thisarég Chamber of Commerce and
Industry Indonesia initiate the empowerment prograMSMESs and cooperatives by
mobilizing a network of micro credit through midbanking financial institutions that
are more flexible, effective, and efficient.

Indonesia acknowledged the importance of cooperatiith Chile to develop and
facilitate MSMEs through the following activities:

a. promoting cooperation and information exchange betwgovernment institutions,
business groups and industrial associations;

b. exploring jointly effective strategies and supppdlicies for the development of
MSMEs, including financial support and intermediagyvices;

c. holding trade fairs and investment marts and prorgobther mechanisms for
exchanging goods and services involving MSMEs ¢if loountries; and

d. promoting training and personnel exchange betwe&MHM s of both countries and
relevant business advisors and industrial assoositi

Cooperation activities should be oriented to imprdanowledge and good practices

among MSMEs and to facilitate bilateral trade by MWE3, including through

exchanges of information about regulatory regimesal markets and regional and

national economies of both countries.

VI.2.B.2 Education

Indonesia recently passed a new Law on EducatigalLEntities. This law requires
that education be provided by non-profit entitieghich effectively precludes
commercial investment in higher education. The fupdovided for such entities are
essentially gifts; if the legal entity is subsedierdissolved, the net assets are not
returned to the initial fund providers. In designithe implementation for the new
education Law, measures to facilitate domestic famdign investment in education

19 Exchange rate Rp 9,200/US$ (2000), Rp 9,400/US87R
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could support social development goals, while mgpmore Indonesians obtain
university degrees and reducing the outflow of stiigl overseas.

In Indonesia, many foreign universities operateotlgh joint degree and twinning
arrangements. For example, the Faculty of Econoatitise University of Indonesia has
twinning/linkage/double degree programs with urswe¥s from New Zealand,
Australia, the United States, and the Netherlakttsvever, no foreign university has
been issued a permit to establish its own programdonesia.

Major issues affecting investment in Indonesia arghducation includes the type of
“education legal entity” that is required when fanghan institution of higher education,
and the methods by which foreign institution caopmrate with Indonesian institutions.

According to Government Regulation 60 of 1999, astiiution of higher education
must be either a non-profit foundation or an orgation of a social natut¥. Foreign
providers can establish a new institution of higleelucation by forming a “joint
venture” with partners in Indonesia. Under Law N6.of 2001 onvyayasan(non profit
organization / foundation) it appears that forergnean also establish non-profit
educations.

Under the National Education System Law of 2003jnatitution of higher education
must be in the form of a non-profit education legality. The National Education
System Law also allows accredited foreign univessito operate in Indonesia provided
that they cooperate with Indonesia institutions emhply with existing regulations.

In December of 2008, Parliament passed a new La®&dutation Legal Entities. This
Law:

» Eliminates the foundation as the legal entity fighler education and replace it with
a new, non profit organization / foundation edumatilegal entity. Existing
educational foundations would have to convert ertaw legal entity.

» Establishes two kinds of legal entities for highducations: state and private.

* Provides full autonomy to state and private insitins of higher education, and
allows them to raise money and to manage their aifairs.

e Allows education legal entities to form a businesfity as one way to rise money.
The educational legal entity could invest up to 10f4ts revenues in the business
entity; the remainder of its revenues must be disedducation.

The laws and regulations on educations do not ooetguity limits for foreign financial

participation in higher education. Since all edimatmust be in the form of an

educational legal entity, direct investment in l@gleducation in the form of a limited
liability company would not be permitted. Thus, #@% equity limit contained in the

Investment Negative List would be of no consequence

According to government Decree No. 60 of 1999, dstineand foreign institutions of

higher education are permitted to cooperation inesd ways: a) management
contracts; b) twinning programs; c) programs tongfar credits; d) exchange of
lecturers and students; and e) various other jorograms or sharing arrangements.
Since new implementing regulations pertaining teeifgn educational institutions are
still to be developed for the new Law on Educatl®yal Entities, other forms of

institutional arrangements could be allowed inftitare.

101 Higher educational institutions provide acadenimfessional, vocational and technical trainingd aan be
academies, polytechnics, specialized collegesitutess, or universities. Degrees consist of postséary diplomas,
bachelors, masters, specialized post graduatej@atdrates.
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Cooperating educational institutions must first arepto the Minister of National
Education. In the case of management contracts)ntmg and transfers of credits,
written approval is required by the Minister. Othvequirements are that: (i) both
foreign and domestic personnel must be includednamagement; (ii) the foreign
education institution must be duly accredited sndbuntry of origin and must provide
management and lecturer support.

Foreign educational personnel require permissiomfboth the Ministry of Education
and the Ministry of Manpower. The permission isngeal on a case-by-case basis and is
only given when there are no Indonesian instruct@gable of filling the position.
There appear to be no other restrictions on thebeurof foreign teachers, lecturers, or
managers in Indonesia.

Indonesia’s GATS offer of 2005 includes a commitinam higher education. According
to that offer, foreign universities would have tmrrh a partnership with Indonesian
Universities and could locate in the cities of J&aBogor, Bandung, Yogyakarta and
Medan. It is appears that the partnership mush Iblee form of a joint venture subject to
the 49% limit on foreign equity. The foreign inatibn of higher education would have
to register and be accredited by the Ministry ofiéation.

Indonesia’s AFAS schedule does not include higliercation. As a result, Indonesia
currently has no obligations on higher educatioASEAN. Under the AEC Blueprint,
however, Indonesia should include education irsdtsedule at some time between now
and 2015. Depending on when the commitment is miadenesia must allow foreign
equity of not less than 49% in 2008, 51% in 201@ &% in 2015.

Indonesia like many other developing countries &i@sabundance of unskilled labor,
hence it is not surprising that export of relatwehskilled labor has been the major
source of labor exports, and conversely the coun&y tended to import skilled and
professional manpower. Less educated workers assl $killed workers in sales,
services, farming, and production make up a higipgrtion of the total labor force and
employment.

Although much policy discussion needs to take placdahis area before moving
forward, it is proposed that Indonesia stands teebemost through the import of labor
services in education — Growing the human capial iatrinsic value of Indonesia’s
workforce, and through internationalization allogithe promotion and growth of
international competitiveness across the breadtheoéconomy.

There are considerable opportunities to furthemyute bilateral services trade and
investment to the benefit of both countries. Amdimg most important areas to further
strengthen under a bilateral FTA is human resooagacity. Improvement in skills and
ability in different fields of production and mareagent through short term training
could enhance bilateral trade and investment likks.example, cooperation in tourism
and hospitality management could further develaiesia’s services exports.

VI1.2.B.3 Tourism

The tourism sector represents a huge opportunitygfowth in the bilateral trading

relationship. Both Indonesia and Chile can alsoeekgrowth in the tourism export
profile. There are considerable opportunities tohier promote bilateral tourism to the
benefit of both countries. Among the most impari@meas to further strengthen in the
near future under this FTA bilateral cooperatiomusnan resource capacity of tourism
industry. Formal education in various fields ofirgst along with improvement on skills
and ability in tourism management through shormtdraining could enhance the
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performance of tourism activities between both ¢oes. Degree education in
economics and short term training in tourism isstdered very helpful in preparing
business actors in trade and tourism industry iietsvfor both Indonesia and Chile. The
highly expectation from tourism-related servicesuldo allow a direct and
straightforward business relations between thedwmtries.

Cooperation in the field of tourism will contribute the enhancement of mutual
understanding between peoples of both countries that tourism is an important
industry for their respective economies. The coapan may include:

a. The areas of cooperation:

promotion of tourism;

human resource development related totourism; and
sustainable development of tourism

b. The forms of cooperation:

exchanging information and sharing experience;
encouraging and facilitating visits and exchandesxperts;
promoting the holding of seminars, dialogue andksbops; and
other forms to be mutually agreed upon by the Esrti

VI1.2.B.4 Mining

According to the Fraser Institute survey of mino@mpanies, Indonesia ranks™6n

its analysis of pure mineral potential. It is therld’s second largest producers of tin,
third largest of coal and copper (ranked 3rd largaer the USA and Chile). It also
produces significant quantities of gold and nickilinerals and related products
represented 19% of Indonesia’s total exports, gl being the largest revenue earner.
Indonesia is also a producer of bauxite, phosphatelsiron sand, with potential for
alluvial diamond production as well. Most of theneials are situated in remote areas
and their exploitation involves high costs.

Currently, the Law of The Republic of Indonesia Nnan4 of 2009 concerning Mineral
and Coal Mining promulgated on January 12, 2009ddithe new law mineral and/or
coal mining shall be managed under the principfea)abenefit, justice and balance; b)
being in favor of the nation’s interests; c) pap#&tion, transparency, and
accountability; d) sustainability and environmergalindness. The new law also gives
more power to local authorities. Under the new aystlocal authorities will give
companies five-year exploration licenses that cderlbe turned in to full mining-
development agreements. This creates a lot of typmities for the investors.

The mining industry benefits Indonesia in many wa3srhaps of most significance is
the development of many remote regions of Indonesgiach otherwise may not have
occurred to such an extent, or at such a pacenilioompanies are in many cases the
only significant employer in some of these remaotasa.

The total Indonesian mining industry contributiam GDP increased from 4.62% in
2007 to 4.89% in 2008. But it should be noted thatmining industry represent a much
larger component of the gross regional domestidymrbof several provinces, including
Papua, Bangka-Belitung, West Nusa Tenggara andkigdistantan.
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International Mining companies rank Indonesia hyghlterm of mineral prospectively.
In respect of investment attractiveness, Indonesald rank in the world’s top ten
under a “best policy” regime. However, the Indoaasmining industry faces a major
test if it intends to remain a significant playeitihe global mining area. Indonesia needs
to attract more investment in Greenfield explomatmd/or production expansion in the
near future if it wishes to benefit from the coniimg upturn in the global mining
industry, as a result of the current high energy mrning product demands. This is a
crucial time for industry players and the governtmenwork together and reshape the
industry for the benefit of all stakeholders, irdthg the people of Indonesia.

Related to Indonesian mining and energy sectorciesli the forms of cooperation in
mining and energy sector between Indonesia ance@oilild be covered in a bilateral
FTA may include:

e Indonesia need the investors to build the smedtiengry for metal minerals and
mining infrastruktur;

* Encouraging exchange of views and information evsland regulations;

* Encouraging and facilitating visits and exchangexqferts;

* Encouraging Joint Studies, workshop and trainimg; a

* Promoting implementation of join projects and psogmes

VI.2.B.5 Logistics

The main legal instruments for regulating Indonsslagistics service sector are the
Presidential Decree No. 111/2007, Presidential ®=&to. 112/2007, and Government
Regulation 82/1999. Ministerial Decrees from thenigliry of Trade are also issued
from time to time which affect the regulation oktlogistics service sector. The main
regulators of the logistics service sector are Mhristry of Trade, the Ministry of
Transport, and the Ministry of Information and Couomitation.

Indonesia’s National Logistics Strategy consistemith and complements its
International trade in logistics services polichid strategy is aimed at improving the
domestic efficiency of Indonesia’s logistics seevaector.

Some key components of any national logistics estratire improving:

* Physical infrastructure to support efficient seéporirports, and roads. This is
essential for a cost-effective flow of freight agsdhe archipelago;

* Information and communication technology. This gitiee software needed for the
infrastructure because it is crucial that real-timermation and data flows through
the various part of the Indonesia’s domestic laggssupply chain so as to keep track
of goods; and

* Human resources capacity. Most important of all taee people who operate the
infrastructure and technology. Coordination by Iskilstaff is essential for further
building an integrated domestic logistics supplgiohn Indonesia. This is essential
for Indonesia to continue to move towards an efficimovement of freight from
origin to destination.

Indonesia will move faster towards improving thécegncy of its domestic logistics
service sector to support its National Logistiag&tgy. This means that the development
of Indonesia’s physical infrastructure, informaticmmmunications and technology and
human resources will happen more quickly. Foreiggistics service suppliers can
improve logistics expertise in Indonesia, espegialhere it supports an effective
transfer of technology and best practice to Ind@mesounterparts.
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The key elements of Indonesia’s national logisstrategy include policies that make
Indonesia more attractive investment for foreigmgidtics service suppliers and
encourage technology transfer. Technology tranffem foreign to local logistics

service suppliers become an important componeidifnesia’s international trade in
logistics services policy. Indonesia also expldrew to effectively transfer technology
and skills. The speed and manner of introducing muoye foreign logistics service
suppliers would be done in a way that is consisteith Indonesia’s stage of
development.

Indonesia has a range of objectives and stratagiggirsue Indonesia’s international
trade in logistics services interests. These olestand strategies vary by international
trade fora — World Trade Organization, ASEAN anuifa bilateral trade agreements.

In pursuing Indonesia’s objectives and implementityy strategies, Indonesia will
analyze and prepare before pursuing its internakibade in logistics services interest
at international trade fora. Indonesia’s objectiaksnternational trade fora focus on
improving market access for Indonesia’s exportslaifour services for logistics
services. Indonesia can pursue this objective tiraine World Trade Organization,
ASEAN and future bilateral international trade agnents.

In pursuing its market access interest, Indonesialdvbe pursuing services sectors in
which it is internationally competitive today aslixgs high value added service sectors
that it is likely to be internationally competitive the future. Domestic initiatives can
support Indonesia moving from exporting low valwgted labour intensive logistics
services to high value and capital-intensive locgsservices.

Indonesia’s strategies for pursuing its internaloinade in logistics services interest
vary by international trade fora. These strateg@msnot be separated from Indonesia’s
other strategies. They must be pursue in an integrand mutually reinforcing way
between international trade fora and ensure congistetween Indonesia’s domestic
and international trade in logistics services sgets. A component of Indonesia’s
strategy will be continued to reform the logistesrvices sector in order to become
more integrated into the global economy and bergadin the international trade in
logistics services.

Indonesia could be seeking the coverage of exmwéldpment assistance for logistics
services under future bilateral trade agreememtsndgotiating the modalities or
coverage at the beginning of any future bilateratié agreement, Indonesia should
negotiate not only for the coverage of internatiobat also export development
assistance. The focus of this export developmeanstasice is to provide the necessary
capacity building for Indonesian logistics servisgecialist to meet standards in export
countries. Bilateral trade agreements are morenagwmating of providing this type of
assistance than the World Trade Organization orA$Hor instance the Indonesia-
Japan Economic Partnership Agreement provides a daomework for Indonesia
pursuing such export development assistance.

V1.3 Other Areas of Cooperation
VI.3.A Chile

VI.3.A.1 Gender Issues

“The Government Program is concerned about thetaai®n of a more fair society,
which includes the dimension of gender equity. Bender Agenda, which contains
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commitments that are expected as the administragizais in 2010 is the guiding
instrument for the implementation of these public oliges.

To make progress in this Agenda, the National Woervice SERNAM mission is to
design, propose and coordinate policies, planssurea and legal reforms conducive to
equal rights and opportunities between women andn, mand diminishing
discriminatory practices in the process of politisacial, economic and cultural aspects
in the country.

The strategic objectives that are operational are:

a. Incorporate the gender perspective in policies @ograms in the public sector,
through the coordination, technical assistancetading to public officials.

b. Promote equal rights and opportunities between woarel men, through the
development and promotion of bills or other regutatchanges.

c. Reduce the main discrimination that affect womemough the design,
implementation, validation and transfer of modategrated program.

d. Promoting a culture of equality through the implema¢éion of communication
campaigns to make visible gender issues and prgvridety positive images of
women in the media.

e. Promote the position of the Government of Chileptigh the dissemination of
the international agenda in gender and the implémtien and monitoring of
horizontal cooperation agreements, bilateral antilateral.

f. Contribute to the definition of public policies ah at gender equity through
the generation and dissemination of knowledge alioeitdiscrimination that
affects women and gender ga}¥é”

VI.3.B Indonesia
VI.3.B.1Cooperation in Transportation

VI.3.B.1.1 Air Services

It is very important to make an agreement conceraintransportation between Garuda
Indonesia Airways and LAN Chile. When both courdrigre trying to enhance the
bilateral relationships, it is very important thditect or connecting travel facilities

between the two countries are available. Garudarnlesia Airways already has fixed
schedule to Sydney and Melbourne three times a vi@ekhe other hand, LAN already
has fixed schedule from Sydney to Santiago.

Furthermore, LAN could give required permissionsGaruda Indonesia Airways for
boarding passenger (three flights a week) fromi&gotthrough Sydney/Melbourne to
Jakarta, permission for more destinations can heidered.

VI.3.B.1.2 Shipping Services

It needs to be emphasized that expansion of dsf@pping links between Indonesia and
Chile ports be undertaken on a reciprocal basis.

192 Taken form SERNAM program for the current Governmperiod (2006-2010) in Mensaje de la
Presidenta de la Republica Sefiora Michelle Bacligga en el Inicio de la Legislatura Ordinaria del
Congreso Nacional 21 de mayo de 2009, Servicio dwatide la Mujer SERNAM, pages 485-491
(informal translation)
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VI.3.B.2 Cooperation in the development of Special Economi£ones

Both countries could learn from each other’s exgere in setting up of Investment
Parks or Special Economic Zones, e.g. the Batamsindl Development Authority in
Indonesia and Iquique Free Zone and Punta Arerees Zone in Chile.

Indonesia would like to invite participation of @Ghiin setting up Special Economic
Zones in Batam (Electronic, Electrical, ChemicBiptan (Textile, Processed Food) and
Karimun (Ship Building, Ships Components). Thdsed islands have already been
declared as Free Trade Zones.

VI1.3.B.3Cooperation in Intellectual Property Rights

Indonesia and Chile have an Intellectual ProperighR (IPR) relationship, which

could be reinforced and extended through an IPRptéhan a bilateral FTA. Both

countries are committed to implementing the WTORIAS Agreement. Both

participate actively in the World Intellectual Pesty Organization, a specialized United
Nations (UN) agency with important normative angielepment agendas.

The overall objective for an intellectual propectyapter in a bilateral FTA would be to
support increased trade and investment betweertdwotries. Provisions in a bilateral
agreement can be tailored closely to the bilateriationship and so usefully build on
commitments in APEC and in the multilateral arerRrovisions that aim to promote
harmonization around international standards anstreengthen administration of IPR
systems and enforcement of IPR rights can fa@litBR-related trade and investment.
Both countries recognize that an FTA would presentopportunity to strengthen the
institutional foundations of the excellent and Ista;ding record of cooperation
between the countries on IPR issues.

During the study, business consistently identifi®dR systems as an influence on
business decisions.  Strengthening bilateral comemts on IPR would allow
businesses in both countries to better registeranmsl enforce their IPR in each other’s
markets and deliver real outcomes of lasting betefioth economies.

VI1.3.B.4Cooperation in the Construction Sector

Efforts to promote capacity building for enhancingonesian construction labour force
competency can be considered under Indonesia-Efide For enhancing training and

educational facility on construction sector Indaagi is hoped that both countries can
cooperate to develop Vocational Training Centre Gonstruction Services (VTCCS)

facilities in less developed area through Indon&de FTA.

Indonesia hopes sustainable activities cooperatitraining development, research and
technical engineering to enhance and develop canpetin construction sector.

Indonesia is interested in developing its capabiid participate in the construction

services market in Chile. Cooperation between tigoriesian Construction Services
Provider and its Chilean counterparts will benkéth countries to jointly participate in

global construction projects.
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VII.  CONCLUSIONS
VII.1 Why Indonesia/Chile?

VII.1.A Chile

Today, Indonesia, a market comprised of a popwlatfo240.3 millions (#. Largest in
the world), with a per capita income (PPP) of US.$00 (2008), has consolidated its
position as a leading player in the ASEAN regiod #me world economy (15largest
economy in PPP in 2008} and is becoming an increasingly important mafket
other economies through commerce, achieved undde tand investment facilitation,
liberalization and an increasing relationship wvathASEAN nations. Exports were US
$ 139.3 billion in 2008, that is, an export of US®0 per capita, the 32 Exporter in
the world in 2008. Economic and financial partngrdb becoming a valuable tool to
build closer economic relations with its main besis partners.

Indonesia has become a stable market for Chile@orex (US $ 210.0 millions in
2008), reaching 0.30% of Chilean exports, afteova df 0.24% in the year 2001. This
share has fluctuated between a high 0.61% in 188%aow 0.24% in 2001. Chilean
imports from Indonesia have reduced its sharetal tmports from the 0.67% in 1999
to 0.33% in 2008.

Chile and Indonesia are building new capacitielsudss for their respective regions.

Both countries-Chile and Indonesia have been achembers in several international
organizations and initiatives, as the WTO, APEC atiter instances, in which have
shared similar points of view and tasks.

VII.1.B Indonesia

The Latin American market is a new and emergingketato discover. Chile, as one of
the most liberal and trade oriented countries i@ tegion would offer a valuable
advantage, in terms of both trade creation andsimvent promotion. As analyzed
throughout this report, a prospective FTA betweedohesia and Chile offers some
opportunities, in terms of trade development angdestment promotion generally.
Taking into consideration the rising investment aynities offered by both countries
and their pace for economic development; mutualpecation on common interest
issues would create a hub of economic prosperity veelfare for both regions. Since
Indonesia and Chile consider each other as sprargsoto penetrate into their
respective regional markets, both trade and investnopportunities offered by the
prospective FTA shall create a mutually benefisilation.

Bilateral trade between Indonesia and Chile overldist decade has shown a dynamic
progress. Even though in 2002 the trade volumehezhthe lowest point of US$ 118.1
million, it has been gradually improved year-bytyeantil it reached its peak
performance in 2008, i.e. US$ 402.6 million witertd 18.42% in the last five years.
Indonesia always experienced trade deficit in #st few years, however Indonesia-
Chile FTA was projected to reduce Indonesian trdefcit. Based on bilateral trade
intensity index, Chile’s trade with Indonesia iseded more intense than Indonesia’s
with Chile. In other words, Chile exports to Indeizeare larger than expected on the
basis of Chile’s importance in world trade, infagithat Indonesia is a comparatively
important trading partner of Chile’s.

103 A fact book data
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A neat observation of both countries’ trade relategislation and implementation
suggests that the areas to be included into a @ctisp FTA emerge as construction,
business travel and health services; mining; aljuj tourism, trade and investment
promotion; science and technology; telecommuniocatend other areas of common
interest to both countries.

VII.2 Strategic Framework

VII.2.A Chile

An on-going goal of Chilean governments since tl@s @as been to expand and
enhance trade. The Chilean trade policy has usee ihstruments to simultaneously
achieve greater opening to and better integratitm the world economy: 1) unilateral
liberalization and facilitation of trade and inwesints, 2) active participation in the
multilateral system and negotiations, and 3) hidt@egotiations through FTAs and
other trade agreements. By implementing policiesdocive to unilateral opening,

Chile has sought to improve the allocation of paithe resources, making domestic
economic activities more efficient and competitidé.the multilateral level, Chile has

actively participated in discussions and decisionthe WTO, and has modernized its
economy to comply with the WTQO'’s obligations.

Bilateral agreements have enabled Chile to addeess move forward in key
globalization issues, namely services, investmigatle remedies, intellectual property,
government procurement and competition policiesl also to address new strategic
issues such as labor standards, environment, aodoexc, technological and
development partnership. In this sense, trade egdsa have been expanded and
diversified, creating conditions to improve compeginess, attract new investment and
technology, and generate new jobs.

VIl.2.B Indonesia

Within the framework of ASEAN Free Trade Agreem@AETA), Indonesia has the
obligation to undertake the ASEAN Economic Commuriolicy. In this context

Indonesia aligns its customs tariff for industreahd agriculture products with the
Common Effective Preferential Tariff (CEPT) applieg all ASEAN Countries to third

countries. Hence, in order to avoid a possibleetrdigiersion within the ASEAN CEPT,
Indonesia negotiates FTAs in parallel with AFTA aR8EAN Plus Dialogoue Partner
FTAs.

Moreover, bearing in mind both Indonesia’s and €siapplied tariff rates for industrial

and agricultural products which are 7.64% on avwergl 6% flat respectively, as well
as their liberal open markets, it is estimated thktiberalization in terms of industrial

and agricultural products would not be a hard dbjedo achieve. Chile tariff policy

relative liberal, however It is still applied somen tariff barriers policy such as quota,
import control, and sanitary-phytosanitary policy.

In 2008, 5.5% of Chilean exports came from agricelt forestry and extractive fishery

sector, scoring a currency inflow of US$ 3.83 bitli Although this sector may appear

to be relatively small compared to the industriadl anining sectors, it is of no lesser

importance to Chile’s economic activity. The averagnual rate of growth over the last
9 years has been 9.3%, and has accelerated iashgelars stimulated by an increase of
Asian and European markets. Moreover, since Chiatg tariff quotas as a result of

reciprocity to quotas imposed by the counterpadphesia shall negotiate on the basis
of either unlimited amounts or tariff quotas. THere, tariff elimination schedule for
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agricultural products on a prospective FTA betwbetonesia and Chile is expected to
be based on mutual concessions.

VII.3 Recent FTAs

VII.3.A Chile

Chile has followed an active policy of bilateralbeomic agreements, and today these
agreements cover 61% of World population and 84%arfd GDP. More than 90% of
Chilean exports go to countries with which Chils lrade agreements

This trend has been enhanced in the last threes,yaar has been the closing of
negotiations and the actual enforcement of newet@gteements with Japan in 2007,
India in 2007 and Australia in 2009. Also in 20@&%egan negotiations with Turkey,
which is in its final stage for approval. Negotats for trade agreements with Vietnam
and Malaysia are currently in process.

In 2006 Chile and Thailand finished a Joint Studpup on the Feasibility of an FTA,

with positive conclusions. In the same year, amodl&€ was concluded with Malaysia
and in 2007 was finished the study with Turkey, andently are being carried out a
Joint Study with Indonesia, Hong Kong, China, Isere the Dominican Republic; and
several studies to enhance the trade relationsbigvden Chile and the Russian
Federation.

Chile is determined to follow new steps to furtleehance its policy of opening new
preferential relationships including through platdral commercial agreements, as with
P4.

VIl.4 Effects of a Free-Trade Agreement Chile/Indonesia

VII.4.A Chile

* In the case of Chile, trade with Indonesia haseased from US $ 184.6
millions in 2000 to a figure of US $ 398.7 millioirs 2008, which has meant a
growth of 116.0% between 2000 and 2008, well betlogv growth of Chilean
foreign trade in the same period (258.8%). In 20@8pnesia accounted for
0.32% of Chile” s foreign trade. Direct investmdavels have not been
significant and there are no registered Indonesiaastments (through the DL
600) in the period 1979-2008.

* An FTA between Chile and Indonesia would have atipesimpact on bilateral
trade and economic welfare. It has been calcultitatthe trade effects would
increase Chilean exports by approximately US $ 98ilions considered to
have an impact because of potential trade gaimg] tlas would represent an
increase of 39.3% over the figure of 2007 (US %.23nillions).

* This estimate takes into account the effect thafhinbe created because of the
several goods that Indonesia imports from the oéshe world and does not
import from Chile. This is also true in the otheaywound. Indonesia imports
from the rest of the world goods that are not ingabrfrom Chile (2007) by at
least of US $ 60 billions (FOB valud®) Chile already sells those same items to
other countries. Because of the better informatideyelopment of new

1% |mport figures from the Indonesia First Reportgflx. US $ 61,661.5 million imports, from Chile US
$ 197.9 millions in 2007
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commercial channels and the improvement in adnnatise procedures with an
FTA, it is estimated that this “trade of non tradgabds” would provide the
additional exports presented in this Study.

» Other benefit which is the reduction in the “tractg&ans costs” associated with
the operation of foreign trade, because of faciedfelb administrative and
organizational structures and procedures afteFiife

 The dynamic effects because of a better resouroeasibn in Chile and
Indonesia would create additional positive impactdoth countries

* Another important benefit would be the improvemieninarket access. Exports
from Indonesia to Chile are facing competition e tChilean market of other
suppliers that have already obtained FTA statusis-déise case of goods from
China and Korea- or that are already negotiatintdp W@hile as is the case of
Viethnam and Malaysia. In order not to lose competitess in the Chilean
market it would be needed, from the Indonesian tpoirview to have a better
access in order to equalize conditions of marketesg compared to its
competitors in Chile. There would also be a codtiction for Chilean producers
as equipments and inputs that are currently imgoftem Indonesia would
reduce its cost as the 6% general rate in tarifislev not be applied would to
those products.

Chile and Indonesia are both members of APEC ansl itthay enhance or develop new
trade schemes as the one already developed byithe P

VIl.4.B Indonesia

In general, bilateral trade between Indonesia amte@as jumped to US$ 402.6 million
in 2008 from US$ 338.1 million in 2007. Indonesiaport from Chile increased US$
71.6 million (35.4%) in the same period. Moreouer,the last ten years, the trade
balance was in favor of Chile and Indonesia’s trddécit showed a steady increase
after 2003. The trade balance deficit reached UsS$nlillion in 2008, while it was only
US$ 15.3 million in 1999.

More precisely, in 2008, Indonesia’s exports tol€ffell down to US$ 128.3 million,
decreased 5.3% compared to 2007. Also, Chile’sesimatotal exports of Indonesia fell
down from 0.12 % in 2007 to 0.09 % in 2008. Indemesmports from Chile reached
US$ 274 million in 2008. After decreasing import2801 and 2002, the total value of
imports from Chile started rising in 2003, and perfed 2.4% and 35.4% growth rates
in 2007 and 2008 respectively. However, the sh&tehde in Indonesia’s total imports
fluctuated from 0.18% in 2001 to 0.21% in 2008.

As reflected in the simulation result, it is reasble to claim that if the tariff rates were
zero for Indonesia in 2008, Indonesia’s export€hile would increased at least US$
23.3 million (13.4%). On the other hand, Indonesiaxpected to increase import from
Chile by US$ 1.3 million. By using the same toot&l anethodology above, there are
603 HS-6-Digit commodities that would be affectegutie tariff reduction in 2008.

Indonesia’s potential exports to Chile would berfdwat US$ 93.8 million per year of
Chile’s demand for imports of these products. Tpugential product consists of 312
products at a 6-digits level of the Harmonized 8&ystclassification. The top five

potential products in 2-digits level are: furnitu(edS 94); Toys, games and sport
requisites (HS 95); Electrical machinery equipmefiS 85); Miscellaneous

manufactured article (HS 96); Nuclear reactorslebanachine (HS 84).
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VII.5 Effects on Trade and Investment by main economic stors.

VII.5.A Chile

» The industries that could be mostly benefited beeaf the FTA with Indonesia
could be the manufacture of fabricated metal prtgjuenachinery and
equipment; other manufacturing products; textileaving apparel and leather
industries, agricultural products and potentiaV/®es.

» Foreign direct investment would increase as haaifgetter investment climate
due to better and more stable rules for investnpeamotion and protection
would be conducive to higher levels of Chilean &mdbonesian investments in
both economies.

e This would also be facilitated because of the retspe areas of influence in the
case of Indonesia in Asia, and in the case of Ghileatin America.

* An FTA would enhance cooperation in areas of muintgrest between Chile
and Indonesia, as have been analyzed in this dodunmescience, innovation
and technology, gender issues, tourism, educatioall and medium enterprises
and other issues

Chile as a springboard

1. Chile has the potential to act as a springboarddia@ign companies that, after
carrying out a productive process of transformatidntheir goods in Chile|,
could export the final product to the markets wheéhéle has tariff preferences,
due to the wide network of Free Trade Agreemenjisesi during the last years.
With a total of 20 FTAs with 56 countries.

2. The process involves three stages. The first enine one that involves the
import by Chile of the foreign parts or inputs, tthéll pay a 0% tariff in the
majority of cases (depending on the Agreement batviiee foreign country and
Chile), or at the most the MFN of 6%, with the oekception of the products in
band prices. Once in Chile, these inputs shouldtlgough the necessary
transformation process to meet the rules of originapply for the tariff
preference in the destination market. At the ehd,third stage is the export pf
the final good that meets the respective rule ofilorto the final marke
destination.

3. Following this criteria, the General Directorate liternational Economics
Affairs (Ministry of Foreign Affairs of Chile) condgtted a study to identify
potential products of some South American countte$ could use Chile as|a
springboard to the following markets: China, SoMitrea, United States and
Mexico. The results of this study are in the viebsof DIRECON®
www.direcon.cl

4. Among the products identified are: products of feed industry, fabrics
manufactures of plastic, parts of vehicles, etc.

5. There are a large number of foreign companies dmatcarrying out projects
involving Chile as a springboard. They do it in tways. On one side, through
strategic alliances between the foreign firm arel@hilean one. Or, on the other
side, through foreign investment in Chile.

195 Gobierno de Chile. Direccién General de RelacidBesnémicas Internacionales. “Encadenamientos
productivos”. Santiago, Septiembre 2008. ProgramREZTON-BID
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VII.5.B Indonesia

The commodity composition of exports shows thatustdal sector plays a vital role in
Indonesia’s exports to Chile, covering 79% of th&lt amount in 2008. In addition,
increasing in manufacturing exports to Chile haglags been the main element of the
rise in total amount exported to Chile.

The data shows that “Motor vehicle 4 & more” has finst place in Indonesia’s exports
to Chile with amount US$ 14.7 million in 2008 (1%5rom total export to Chile).
Other manufacturing products which have signifigartontribution are “Rubber,
canvas and footwear leather”, “Electrical equipiefiiextile and garment”.

The size of the Indonesia exports basket to Child$ 6-digit level (378) compared to
the total Indonesia export to the world (4.248)ektively small (8,73%). It means that
the FTA should facilitate trade relations and iase Indonesia export share to Chile.

Indonesia’s main import products from Chile in 200 iron ores & concentrates (HS
2601110000) with US$ 148 million or 54% share. @tmeain products imported from
Chile are chemical wood pulp, soda (HS 470321000 ores and concentrate (HS
2601120000), chemical wood pulp (HS 4703290000heODtpotassium salt (HS
3104900000) and drive-axle of subheading 8701.19 8A08501100). Those products
contributed 28.6% of the total Indonesia importirGhile.

Foreign Direct Investment (FDI) has played a deeisble in Chile’s economic growth
and development. During 1998-2008, the main seatoestments in Chile are
electricity gas and water supply; mining and quagy communication; and financial
sector with share 32%, 26%, 14%, and 6% to ChileunFDI respectively. Similar to
Chile inflow FDI, the outflow investment in Chiles idominated by mining and
guarrying sector; electricity, gas, and water syppbmmunication; and financial sector
contributing to Chile total outflow investment 42%2%, 11%, and 8% respectively.
Some important sectors for Indonesia to investhiieCare communication, mining, and
financial sector. Indonesia would benefit If It caenetrate Chile market to these
sectors.

Chile export in services sector increased from USB3 million in 1999 to US$ 8.785
million in 2007. While import in services account&ib5$ 4.606 million in 1999
increased to US$ 9.947 million in 2007. The mosieCimportant services sectors both
in export and import are transport (sea transpitice), travel, insurance, and financial
services. Chile had built services trade with Ireia, especially in maritime transport.

In establishing Indonesia-Chile FTA, it is very iamfant to cover in other areas
cooperation such as custom procedures, standactsjital barriers to trade, sanitary
and phitosanitary, government procurement, comgetitpolicy and intellectual
property right.

It is to be considered that although based on enananalysis show that gain from
trade under the FTA between Indonesia and Chile veag limited, there are non-

economically consideration to be adreesed in thdys First, most of stakeholder views
that FTA with Chile should be focused on marketedsification to America Latin as

emerging market. Secondly, It is predicted thaatilal FTA with Chile has limited

resistance from stakeholder including chamber ofircerce and industry. Third, some
Asia Pacific countries such as China, Korea, SiogapBrunei Darussalam, Australia
have implemented the bilateral FTA with Chile. Morer Malaysia, Thailand, and
Vietnam are also doing negotiation the FTA withl€h
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VIll. RECOMMENDATIONS

1. The Joint Study’s main conclusions indicate that FAFA between Chile and
Indonesia would have a positive impact on the ewvaorelationship of two
countries:

* An FTA between Chile and Indonesia would, as a ltesti the tariff
elimination, will increase bilateral trade for bottountries. The tariff
elimination could make possible to trade goods #bagiresent are “non traded
goods” in bilateral terms, but that are part ofhboduntries global trade.

* An FTA, with disciplines that provide legal certginwould improve the
investment environment and would have a positivpaich on the trade of
services including those associated to the increbisade in goods.

« An FTA between Chile and Indonesia would induceeduction in the
transaction costs of trade between the two cowtdae to the inclusion of
trade facilitation measures.

* Both Indonesia and Chile have strong networks ohemic relations in their
respective regions. Indonesia has agreements WBBAN, Japan, China,
Korea, India, Australia and New Zealand economiesl as currently
commencing negotiation with major trading partidaterally and regionally.
On the other hand, Chile has commercial and ecanagreementsiter alia
with all Latin American countries and with the U%Ad Canada. Indonesia
could be a gateway for Chile to the Southeast asi Asia as Chile could be
the gateway for Indonesia to Latin America.

» Both sides agreed to have cooperation in areashtnat been stated in the
report and other issues that both sides deemedseage

2. Both sides agreed to advise their respective Govents on the results obtained by
the “Chile-Indonesia Joint Study Group on the Hahisi of a Free Trade
Agreement”, so that appropriate decisions concgrpossible future negotiations
between Chile and Indonesia should be considered.
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IX.  APPENDIX

APPENDIX 1. TRADE AGREEMENTS SIGNED BY CHILE/INDON ESIA
Bilateral/Regional or Groups of countries

Chile

APPENDIX 1.1 Bilateral/Regional or Group of Countries®®

Country or Group of Countries  |Type of Agreement Signaure Date Effective Date

European Union (2) Association Agreement 18 Noven2ioer2 1 February 2003

P4 (1) Strategic Economic 18 July 2005 8 November 2006
Partnership

anada ree Trade Agreement ecember U

Canad Free Trade A 5D ber 1996 5 Jufy 199

Australia Free Trade Agreement 30 July 2008 6 Ma@do2

China Free Trade Agreement 18 November 2005 1 Oces

Colombia Free Trade Agreement 27 November 2006 Pending |nt§rnal Iegal.

procedures in Colombip

Costa Rica (Chile-Central Americ 14 February 2002

ETA) Free Trade Agreement 18 October 1999 (Bilateral Protocol)

EFTA (3) Free Trade Agreement 26 June 2003 1 Deceii@t

El Salvador (Chile-Central 3 June 2002 (Bilateral

American FTA) Free Trade Agreement 18 October 1999 Protocol)

(I:Z‘_l;:;[emala (Chile-Central Americ Free Trade Agreement 18 October 1999 Parliamentargipeg

E%r;()juras (Chile-Central America Free Trade Agreement 18 October 1999 28 August 2008

Japan Free Trade Agreement 27 March 2007 1 Septerdb@r 2

Korea Free Trade Agreement 15 February 2003 1 ApfAik20

Mexico Free Trade Agreement 17 April 1998 1 Augusta99

Nicaragua (Chile-Central Amerlcar|1_.ree Trade Agreement 18 October 1999 Bllate.ral. Protocol undey

FTA) negotiation

Panama Free Trade Agreement 27 June 2006 7 March 2008

Peru Free Trade Agreement 22 August 2006 1 March 2009

United States Free Trade Agreement 6 June 2003 1 3a2064

- Economic Complementation .

Bolivia Agreement N° 22 6 April 1993 7 July 1993

Ecuador Economic Complementation 20 December 1994 1 January 1995
Agreement N° 32

Mercosur (4) Economic Complementation 25 June 1996 1 October 1996
Agreement N° 35

Venezuela Economic Complementation 2 April 1993 1 July 1993
Agreement N° 23 P y
Economic Complementation

Cuba o 20 December 1999 28 August 2008
Agreement N° 42

India Preferential Trade Agreement 8 March 2006 17ust@007

Pacific 4 is formed by Brunei Darussalam, ChilepwNé&ealand, and Singapore.

The countries that participate as members of theogan Union are: Austria, Belgium, Denmark,
Finland, France, Germany, Greece, Ireland, Italixdmbourg, Portugal, Spain, Sweden, the NetherJands
and the United Kingdom. As from May 1, 2004, tleevmrmember countries are: Cyprus, Czech Republic,
Estonia, Hungary, Latvia, Lithuania, Malta, Pola&dpvakia, and Slovenia. The new members as from
January 2007 are: Rumania and Bulgaria.

108 1n www.direcon.cl, SUMMARY CHART
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The European Free Trade Association (EFTA) is farniy: Iceland, Liechtenstein, Norway and

Switzerland.

Mercosur is formed by Argentina, Brazil, Paraguay &Jruguay. Chile participates as an associated

country to the Agreement.

APPENDIX 1.2 Major issues covered in the trade agements signed (including
but not limited to tariff reduction, rules of origi n)

APPENDIX 1.2.1 Tariff Reduction in the FTAS

Immediate Tariff elimination in the FTAs
Chile-United States

Imports
In products: 89%

In trade:71,2%

Exports
In products: 95,2%

In trade:75,2%

Excl. None Excl. None
Chile-EU
Imports Exports

In products: 92.8%

In trade:91.6%

Excl. in products: 1.4%
Excl. in trade: 0.2%

In products: 75.7%
In trade:85.1%

Excl. in products: 6%
Excl. in trade: 0.3%

Chile-EFTA
Imports Exports

In products: 85.6%

In trade:82%

Excl. in products: 12.8%
Excl. in trade: 11.3%

In products:85%

In trade:93%

Excl. in products: 8.5%
Excl. in trade: 11.4%

Chile-China
Imports Exports

In products: 75%

In trade:50%

Excl. in products: 2%
Excl. in trade: 3%

In products: 37%

In trade:92%

Excl. in products: 3%
Excl. in trade: 1%

Chile-Japan
Imports Exports

In products: 78.1%

In trade:94.8%

Excl. in products: 5.9%
Excl. in trade: 0.1%

In products:80%

In trade:58.8%

Excl. in products: 9.2%
Excl. in trade: 0.4%

INDONESIA

Bilateral/Regional or Groups of countries

Country/Group | Agreement Signed Entry into Force
ASEAN Framework 28/01/1992 28/01/1992
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Countries Agreements on
Enhancing ASEAN
Economic Cooperation
ASEAN Framework 05/11/2002 01/07/2003
Countries, Agreements on
People Republic| Comprehensive
of China Economic Cooperation
between ASEAN and
China
ASEAN Framework 13-Des-2005 01/07/2006
Countries, Agreements on
Republic of Comprehensive
Korea Economic Cooperation
between ASEAN and
Korea
Indonesia, Agreement between 20/08/2007 01/07/2008
Japan the Republic of
Indonesia and Japan
for an Economic
Partnership
ASEAN ASEAN - Australia 27/02/2009
Countries, and New Zealand Free
Australia and Trade Agreement
New Zealand
ASEAN ASEAN - India Free 13/08/2009

Countries, India

Trade Agreement

APPENDIX 1.2.2 Rules of Origin

(Already included in Chapter 4, 4.2.7)
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APPENDIX.2 ANSWERS BY CHILE TO QUESTIONS RAISED BY
INDONESIA DURING THE 2"P. MEETING AND ON THE CHILE FIRST
DRAFT REPORT. Rev. 1 Santiago, September 20, 2009

SECTIONS/ ANSWERS

CHILE

[.3 Environment for a Bilateral Free Trade Agreeimen
1. How Chile relation with MERCOSUR and the implemeiota are work?

Answer by Chile: “Chile is an associate member &@RCOSUR, that is, is
not a full member of the block and has a treatmerthe form of “4+1”,
granted by the Economic Complementation Agreemer83N(ACE 35), in
force since 1 October, 1996. The economic and cocmheelationship is
monitored trough the Ordinary and Extraordinary Megs of the
Administrative Commission of the Agreement.”

What kind of benefit (market access) does Chile fggn MERCOSUR
countries? Answer by Chile: “With the signing of the Economic
Complementation Agreement Chile-Mercosur in 199&r ®0% of tariff
reduction process entered into force. The totakrd#bion of trade must not
exceed 2014”

[I. Main Characteristics of the Chilean/Indonesi&tonomy and institutional
framework
[I.1.A. Macroeconomic Features

3. Concerning the macroeconomic aggregates, would pdssible to provide

GDP structure by expenditure approach, such asuogpison, investment,
government expenditure, export and import (in 18ryeseries)Answer by

Chile: It is in file “Data_for_Indonesia_Partl(Maoeconomic_Features)
Q3, Q4. xls”

Could you provide nominal exchange rate, real exghaate, and term of
trade (in 10 years series)Answer by Chile: It is in file
“Data_for_Indonesia_Partl(Macroeconomic_Features3, @4. xIs”

How the role of government in coordinating with f@entral Bank to reach
the annually target of inflation rateAnswer by Chile: “None. The
Government conducts fiscal policy on the basis stfactural balance rule.”

Regarding to annually target of inflation rate, wia@e policy tools most
used by Central Bank (monetary base, rate of istgrédnswer by Chile:

“The nominal interest rate, called the monetary @ointerest rate (TPM). It
is set by the Central Bank’s board on the basthefinflation perspectives”

I1.1.B. Trade Policy Regime: Formulation and Impésrtation

7.

What is the approach taken by Central Bank in exgbaate policy: fixed
rate, floating with interventions, or fully floagnrate? Answer by Chile:
“Fully floating rate.”

Which has been the behavior of the nominal and egahange rate and of
the terms of trade? (last 5 or 10 yeashswer by Chile: It is in file
“Data_for_Indonesia_Partl(Macroeconomic_Features3, @4. xls”
Evolution of the degree of openness of the econPXay)/GDP in the last
10 years?  Answer by Chile: It IS in file
“Data_for_Indonesia_Partl(Macroeconomic_Features3, @4. xIs”
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10. Evolution of the degree of debt service ratio ia st 10 yearsRnswer by
Chile: It is in file “Data_for_Indonesia_Partl(Maoeconomic_Features)
Q3, Q4. xls”
11.Could you explain Chile’s foreign exchange poliéy¥swer by Chile!Fully
floating exchange rate and no exchange or capiatiols.”
II.1.E. Employment Policies, Laws and Salaries
12.How is the role of labor union in each state ofl€hANnswer by Chile: “The
State of Chile is unitary. So it doesnt contenmplainy State/Province
legislation and so the role of labor unions in egart of the territory is the
same as defined by their own statutes and the L&hmte: to represent
workers affiliated thorough collective bargaining, subscribe the collective
instruments with their employers, to pursue theifoecement and request
the rights obtained through them; to represent woskin the exercise of
their individual rights, to oversee for the enfemecent of labor and social
security laws and claim before administrative auiti@s about their non
accomplishment and others mentioned in article @the Labor Code and
or their statutes.”
13.Does Chile have the rule for minimum labor wageatigmally and each
state)?Answer by Chile: “Chile has ruled annually on minim wages,
through a consultative process. The present minimuage is $165.000
(Chilean pesos) meaning about US$300 monthly. This nationwide
legislation. Al told before there are no stet légi®n on any matter and
beyond that there are no specific regulation congey any region on
minimum wages.”
14.Are there any differences on wages based on geartteiforeign/domestic
workers?Answer by Chile: “There are no legal differenceswages based
on gender and foreign/domestic workers. Even maxreordingly to Article
19 of the Political Constitution, paragraph 16, “amliscrimination which is
not based on personal skills or capability is ptuted, although the law
may require Chilean citizenship or age limits inrtaen cases.” And the
Labor Code establishes in its Article 2 that: “Adiscriminating action/act
is contrary to the labor laws.” Discriminating acms/act are differences,
exclusions or preferences based on race, color, sge, civil state,
unionization, religion, political opinion, citizehg, national ancestry or
social origin motifs with the purpose of annul oodify equal opportunities
or treatment in employment and occupation. “Onlsgtidictions, exclusions
or preferences based on required qualifications &specific employment
won't be considered as discriminatory.” Howeveerd are in practice some
allegations on discrimination based on gender attteo motifs, but people
have the means to claim under administrative ardicjal instances. We
should also say that Articles 19 and 20 of the labBode, which refer to
the rules on nationality of workers in Chilean corgtions provide as
follows:
"Article 19. At least eighty-five per cent of therkkers employed by a same employer
shall be of Chilean nationality.
"The employer who employs less than twenty-fivekevershall be exempt from this
provision.
"Article 20. For computing the proportion which tlieregoing article refers to, the
following rules shall be followed:
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"1. The total number of workers working for an eoyer within the national
territory shall be taken into account, and not thember of the different branches
separately.

"2. Specialized technical personnel who cannotdgaced by national personnel
shall be excluded from this rule.

"3. That foreigner whose spouse or whose childmrenGhilean nationals, or who is
a widower or widow to a Chilean national shall legyarded as Chilean, and

"4, Foreign nationals who have resided in the copifdtr more than five years shall
also be regarded as Chileans, irrespective of agidental absences.”

Il.1.F. Environmental Policies and Laws

15.Related to investment, does Chile have rules comugrenvironmental for
each sector of industry, to be specifiedhswer by Chile: “The Chilean
General Environmental Law N°19300, adopted in Mat&®4, establishes
the basis for a modern and realistic environmennhaggement. One of its
objectives is to create the instruments for ancieffit management of the
environmental issue, in order to give adequate qution to natural
resources. To this end, it includes numerous imsémnis or tools, among
them, an environmental impact assessment systeder s system, every
national or foreign investment project having arviesnmental impact has
to be submitted to this system. This materialinesvd types of documents:
the environmental impact statement, for projectsoseh environmental
impact is not very significant, and the environnaénimpact studies, for
projects with a larger environmental impact.

The Environmental Impact Assessment System (EIAS)

One of the primary goals of Chile's environmentaligy in relation to the presentation

and development of investment projects is to hammeoaconomic development with
adequate environmental protection, reconciling exuit development with sustainable
natural resource use in the development of pubhid private investment projects and
activities.

The Environmental Impact Assessment (EIA) is agotgxe tool in the environmental
management system, which is used to identify aaldiae the impacts of a project or
activity on the various components of the enviramtme any of its phases, prior to
implementation. Its purpose is to design measucesetluce or mitigate negative
impacts and to strengthen positive impacts.

In Chile, EIA for investment projects operates at@dance with the mechanisms set
forth in Law 19,300 and in the 1997 Environmentaiphct Assessment System
Regulation, which was amended in 2001 (the cors@d coordinated and
systematized text was set by Article 2 of Supreewee® No. 95 of Ministry Secretariat
General of the President). All major investmentjgets since the latter’s enactment
have been subjected to EIA, thereby providing thée@n environmental authorities
with valuable experience in operating the systerd endetecting and correcting its
flaws and shortcomings.

Law 19,300 came into force without abolishing pxestng legislation; thus a project

or activity submitted to EIA must also comply inlmpdementary fashion with the
sectoral environmental standards applicable toghgect or activity.
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The environmental impact assessment system hadiffex@nt ways for evaluating the
environmental impacts of a project or activity, redynthe Environmental Impact Study
and the Environmental Impact Statement.

Steps in the Environmental Impact Assessment System

Prior to carrying out or modifying a project or acity, investors must undertake a
comprehensive review of the listed criteria in ortiedetermine the need for an EIA. In
the event that the proposed project or activityad mentioned on this list, it can still
submit voluntarily to EIA.

The following projects or activities liable to causnvironmental impact during any of
their phases must be submitted to EIA:

a) Agueducts, dams, reservoirs and siphon spillwapsll be subject to the
authorization laid down in Article 294 of the Wat&ode. Significant damming,
draining, drying, dredging, defenses or alteratiafsatural water bodies or courses.
b) High-voltage electric power transmission lineglaheir substations.

c) Power generation plants generating in exces3 MWV.

d) Nuclear reactors and plants and related faeisti

e) Airports, bus and truck terminals, train statspnrailroads, gasoline stations,
highways and public roads likely to affect protelcéeeas.

f) Ports, navigation channels, shipyards and margiterminals.

g) Urban or tourism development projects locatedameas not included in a plan
referred to in Article 10 (h) of Law 19,300.

h) Regional urban development plans, inter-distudban plans, district zoning plans,
section plans, industrial or real-estate projectsmodifications carried out in zones
declared as latent or saturated.

i) Mining projects, including coal, oil and gas amdvering prospecting, extraction,
processing plants and disposal of wastes and roa#tem industrial quarrying of rock
aggregate, peat and clay.

j) Oil pipelines, gas pipelines, mining flumes ander similar facilities.

K) Industrial-scale manufacturing facilities sucts anetallurgy, chemicals, textiles,
construction materials, metal equipment and prosiuahd tanneries.

l) Industrial-scale agribusiness, slaughterhoustsilities and stables for livestock
breeding, milking and fattening.

m)Industrial-scale forestry projects on fragile Isoior in native forests; cellulose,
furniture and paper plants, wood-chip, plywood dimsber plants and sawmills.

n) Projects involving intensive exploitation or wétion of hydro-biological resources,
and processing plants. Intensive exploitation prtganvolve the use, for any purpose,
of hydro-biological resources officially classified one of the following preservation
categories: endangered, vulnerable or rare; andakhilo not have management plans;
and where extraction takes place using factory-fygigng vessels.

o) Custom production, storage, transports, disposalreuse of toxic, explosive,
radioactive, inflammable, corrosive or reactive stances.

p) Environmental sanitation projects, such as segerand potable water systems,
water and non-industrial solid waste treatment péarsanitary landfills, submarine
diffusion ducts, systems for treatment and dispokhkdjuid or solid industrial wastes.

q) Carrying out civil works, programs or activiti@s national parks, national reserves,
natural monuments, virgin zone reserves, naturectsamies, marine parks, marine
reserves or in any other area under official prdieq.
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r) Mass application of chemicals in urban areasrorural zones near populated areas,
or by water courses or bodies that could be affiécte

If a project or activity is contained in this listr if it is voluntarily included, the
proponent of the project or activity must submithe an Environmental Impact
Statement or an Environmental Impact Study.

An investor must submit an Environmental Impactystior mandatory assessment of
the environmental impacts of the project or aggividuring any of its phases, if it is
likely to generate or result in at least one of fodowing effects, characteristics or
circumstances:

a) Risk to human health resulting from the quaditd quantity of emissions, effluents
and waste;

b) Significant adverse effects on the quality anthrgity of renewable natural
resources, including soil, water and air;

c) Resettlement of human communities or significdtieration to the way of life and
customs of an affected population;

d) Location of the project or activity in the proxty of protected areas, resources and
areas liable to be affected, as well as the envirental value of the territory on which
the project or activity will be located;

e) Significant alteration, in terms of magnitudeduration, of the scenic landscape or
tourist value of the area; or

f) Alteration to monuments, sites of anthropolofieachaeological and/or historical
value and, in general, sites which are considerad pf the country’s cultural heritage.

An Environmental Impact Statement should be fifetié project or activity does not
generate or involve any of the above effects, attarestics or circumstances.

An Environmental Impact Study must contain theofalhg information: a description
of the project or activity baseline, together wah action plan for complying with
applicable environmental legislation; identificatipprediction and assessment of the
environmental impacts likely to be caused by tlwgept or activity, including potential
risk situations; and a plan for mitigation, restdien and compensation measures,
together with any applicable measures for risk preion and accident control.

An Environmental Impact Statement must be filetthénform of an affidavit, containing

a description of the prospective project or activior the modifications which the

applicant plans to make, declaring compliance wikie applicable environmental

legislation. It may include voluntary environment@mmitments not required by law
that the proponent of the project or activity inderto comply. The environmental impact
statement or study must be submitted to the Relgidmramission for the Environment
(COREMA) of the region where the physical workdsamged in the project or activity

are to be carried out, prior to execution. When #ueivity or project could cause

environmental impacts in areas located in more tlwee region, the corresponding

statement or study must be submitted to the ExecQtifice of CONAMA.

The respective COREMA or the Executive Office dNERIA, as appropriate, has up to
120 working days to evaluate an Environmental In@tady. In duly justified cases,
this period may be extended one time for an addti®0 working days. Within the
evaluation period, the institutions may request ttiarification, rectification or
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amplification of the contents of the study, aseaessfit, granting the applicant an
additional period of time. If both parties agrebgetdeadline for finalizing the impact
study assessment process may be postponed in dimdimme

In cases where an environmental impact statemensuismitted, the respective
COREMA or Executive Office of CONAMA has up to @dkimg days to make its
evaluation. This period may be extended once foadditional 30 working days. If
during the evaluation period, the corresponding @ussion finds errors, omissions or
inaccuracies, it may request clarification, reatdtion or extension, as necessary,
giving the applicant an additional deadline to replf both parties agree, the deadline
for finalizing the impact statement assessmentga®anay be suspended pending the

reply.

During the evaluation period, copies of the enviramtal impact statement or study are
distributed to the public services with environnaérdcompetence in the area of the
project or activity, for review on compliance withe respective regulations and
comment on the measures proposed in the projeamttosity.

To insure that the community is duly informed, b&pective proponent of the project
must publish, within 10 days of submission, anrabstof the study in the Official
Gazette and in a national or regional newspapeiapgropriate.

In the case of an environmental impact statememtthe first working day of every

month the National or Regional Commission for tmwiEbnment must publish in the

Official Gazette and in a national or regional ngagper, as applicable, a list of the

projects or activities that have submitted impaetesments during the previous month.
In addition, the commission must send a copy sflisti to the municipalities where the
works or activities envisaged in the project uneealuation are to be carried out.

The assessment process concludes issuing withrthieoBEmental Rating Resolution,
which may or may not be favorable. A favorable Iason certifies the project’s
compliance with the requirements and formalitieatthaw 19,300 and the EIAS
regulations establish for impact statements or igtstd

In the case of an Environmental Impact Study, ari@ve resolution will certify that all
applicable environmental requirements are met; ahdt the project or activity
complies with environmental legislation, includirtige environmental requirements
contemplated by the applicable sectoral permits;d atihat suitable mitigation,
compensation and recovery measures have been mopodight of the possible effects,
characteristics, or circumstances set forth in élgill of the Law. The resolution can
also impose certain conditions to be met befordistathe project or activity.

A favorable resolution for an impact statement ifieg that the project or activity fully

satisfies all applicable environmental requirementscluding those considered for
sectoral environmental permits; that the project activity does not require an

environmental impact study, since it does notvéthin the scope of Article 11 of Law
19,300; and that all errors, omissions or inaccuescthat may have existed in the
impact statement have been duly clarified.
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An Environmental Impact Statement shall be rejedtédis does not comply with the
environmental legislation; the mistakes, omissiongaccuracies in the Statement are
not corrected; and if the project or activity reges an Environmental Impact Study.

If the resolution is favorable, the Ministries apdblic services must issue the relevant
sectoral environmental permits. On the other haifdhe resolution is unfavorable,
neither the proposed project or activity nor itsdifiwations, may be carried out; and
the relevant authorities are bound to withhold tleéevant authorizations or permits
relating to the project’s environmental impact, evéall other legal requirements are
met.

The Law provides the following avenues for adnmaiste appeal against an
unfavorable resolution or to challenge specific ditions established in a favorable
resolution:

a) Appeal against the resolution of an environmentgact statement may be filed
before Executive Office of CONAMA.

b) Appeal against a resolution rejecting or impasconditions or requirements on an
Environmental Impact Study may be filed with the@i of Ministers of CONAMA.

Any such appeal must be filed by the proponentieptoject within 30 days following
the date of notice of the corresponding resolutibhe competent authorities shall
render their final decision within a 60-day peritrdm the filing date of the appeal. The
decision of the administrative appeal in turn candppealed, within 30 days of its date
of notice, before the civil judge of the compejensdiction.

Further information on Chile’s Environmental Impasssessment System can be found
at www.conama.cl/

It is worth noting that most investment projectguiee additional permits and/or must
fulfill other requirements besides those set farttthe EIAS. All investment projects,
both foreign and local, must comply with the cowatigeneral and sector-specific
legislation, at the national, regional and munidipavel.”
16.We acknowledged that Chile is on going FTA negmtratvith Malaysia and
Thailand. We would like to know whether Chile hascarporated
environmental provisions in those FTA#&nswer by Chile:_Malaysia
Negotiations with Malaysia are still going on. Teas no an agreed final
text yet that can be made public. Environmentalasshave been part of the
discussions.
Thailand The Joint Feasibility Study for a Free Trade Agreent (FTA) with Thailand
has been completed. Environment was one of thes amealyzed. Negotiations have yet
to be initiated.
I1.3 Trade in Services
17.Does Chile have statistics in Trade in Servicescbyntry of origin and
destination’Answer by Chile: “No”
[1.4 Investment
18.Does Chile have investment outflow statistic to ea&SEAN member
countries by sector (10 years seriedhswer by Chile: It is in file
“Data_for_Indonesia_Part2(Investment_Outflow).xIs”
19. Could you provide investment inflow statistic fr@msian countries by sector
(10 years series)? Answer by Chile: It is in file
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“Data_for_Indonesia_Part2(Investment_Inflow).x|s”
20.Could you explain what are Chile’s industry devehgmt strategies to
increase export through Pro-Childfiswer by Chile: “Being prepared”

IV. TRADE AND INVESTMENT POLICIES
IV.2. Measures affecting Trade in Goods
IV.2.A. Tariffs

21.Could you specified in detail about specific dutsgsplied by Chile in each
product?Answer by Chile: “Chile applies a flat MFN custoanriff of 6% for
most products. However, there are some exceptionsugar, wheat and
wheat flour, which are subject to a price band sgsi{and thus to a specific
duty), plus some special measures to potiftry

In addition, Chile applies a surcharge of 50% oredigoods. Only in the U.S. Chile
FTA will remove the surcharge.”
22.In Chile’s FTA with other countries, are the prefeces granted for goods

produced with material imported or elimination aftiés and taxesnswer
by Chile: “Simplified drawback system for exportsaims to stimulate the
growth of nontraditional exports. The drawback B ®f the value of the
goods exported. For this purpose, it is understasdhe FOB value (U.S. $)
of exported goods of the respective commodity. eXported goods
containing at least fifty percent of imported inputan access to the
reimbursement provisions of this Law.

Drawback of customs duties and other charges. Timecd this franchise is
to achieve a competitive access of Chilean exp®rter international

markets, allowing them to recover customs dutiesaher charges paid for
certain imported products and services that had nbemnsumed or
incorporated into an exported good.

This benefit allows exporters of goods and servicgscover customs duties
and other charges paid on the importation of: Rawatarals, in-process
products; Parties and parts used as inputs that aeorporated or
consumed in the production of goods exported.

Also enjoy this benefit domestic goods sold to ixp@cessing zones, to
which they must incorporate nationalized input ®fFan amount of not less
than 10% of sale value.

The services rendered abroad shall be treated asréxthe exporter must
comply with the requirements and formalities regdirfor export. In this
case, the reimbursement may not exceed the pegeefdathe general rate
of customs duty on the value of the service.

These products may have been imported by the exportthird parties.

197 The only measure to which poultry is subjected MFN tariff of 12,5% (Since January 1 of 2009),
higher than the general 6% MFN. Law No. 19914 arfuary 1, 2006 establishes that the tariff will be
reduced gradually each year from 25% until it remob% on 1 January 2012.
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The duty paid on imported inputs that are eligibfta reimbursement

include:
Ad-Valorem duties
Specific duties
Clearance rate

Surcharges that apply to the importation of ugedds”
23.Can Chile explain why there are any product apptigth tariff duties more
than 6% (ex. HS 0207)? Are they sensitive prodeategory?Answer by
Chile: “Idem answer than Question 21”

IV.2.B. Non-tariff Measures

24.We noted in page 71 that preferential duty quotasdweral products are
being applied within the framework of FTA. What d@nese products and in
which FTA?Answer by Chile: “The detailed information for eacbuntry is
in the text. We may add an amendment to the sugdagwhich is put below
(A. Sugar HS code 1701.99.00). Chile applies a dhaty quota of 60,000
tons for sugar within the framework of WTO, as suteof the renegotiation
of its bound rate of tariff. Additionally there & quota of 45,000 tons of
sugar that are given to specific countries due T&\§. Quotas in the case of

sugar are as follows:

Contingents:

A. Sugar HS code 1701.99.00 60,000 ton (Argentind,00® ton,
Guatemala 16.700 ton, Brazil 9,700 ton and

any other origin 12,600)

B. Sugar HS code 1701.91.00 30,000 ton (Colombj@dband any other
origin 15,000)

C. Sugar HS code 1701.91 and 1701.99 15,000 (Bwolivia 6,000, Colombia

6,000, Honduras 1,000 and arheobrigin 2,000)”

25.1f Chile established FTA with Indonesia, does Child apply preferential
duty quota to several product#hswer by Chile: “It depends on the
bilateral negotiation”.

IV.2.C Import Customs Procedures
IV.2.D. Measures Affecting Exports
26.Regarding to duty drawback system, does foreignpamy operating in

Chile also get the advantage of the system? Doessystem include
imported capital goods&nswer by Chile: “The consultation relates to Law
18,708. In this context, the law states that "elgrarmay be reimbursed for
customs duties and other taxes paid on raw material spare parts
imported by the exporter or other parties, wherechsuinputs have
incorporated or consumed in the production of expgoods.” Therefore,
independent of ownership of the company, the espatatus is valid to
access the mechanism. Moreover, tariffs on capygabds can not be
recovered. However, since 2008, Chile cut tarifiszero on imports of
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capital goods, so that today these aspects areat@tant to these effects”

27.Could explained more detail about price band syteechanism (page 71) ?
Answer by ChileCurrent Price Band System (PBS) applies to impofts
wheat and wheat flour, based on the following legisn: (a) Law 19.897,
published on 25 September 2003, establishing roeshe importation of
goods into the country, which amends Article 12Lafv 18.525 and the
Customs Tariff; and, (b) Supreme Decree 831 ofMmstry of Finance,
published on 4 October 2003, regulating the aptinaof Article 12 of Law
18.525, as substituted by Article 1 of Law 19.897.

Law 19.897 modifies Article 12 of Law 18.525 on tRelles on the Importation of
Goods. Chile's PBS is regulated by Article 12 oL E8.525 as amended by Law No.
19.897.

The text of the relevant portions of Article 12Lafw 18.525, is as follows:

"Established hereunder are specific duties in Wdn8ates dollars per tariff unit
and rebates on the amounts payableacdsvaloremduties established in the
Customs Tariff, which could affect the importatioh wheat, wheat flour and
sugar, as stipulated in this Law.

The amount of these duties and rebates shall labls$ted as provided for in
this Article by the President of the Republic, baywof a supreme decree issued
by the Chilean Ministry of Finance by order of fesident of the Republic, six
times for wheat in the course of each twelve-magrghod extending from 16
December to 15 December of the following year.terms which, when applied
to the price levels attained by the products instjoa on the international
markets, allow domestic market stability.

For the purpose of determining the duties and esbap until the annual period
ending in 2007, the floor and ceiling prices foreah.. shall be considered in
the drafting of Chilean Ministry of Finance exendgicrees No. 266... published
in the Official Journal of 16 May 2002, expressed.o0.b. terms in United States
dollars per tonne. There shall be establishedhenone hand, specific duties
when the reference price is below the floor prit&8%$128 for wheat... and, on
the other hand, rebates on the amounts payalad aaloremduties established
in the Customs Tariff when the reference price heve the ceiling price of
US$148 for wheat...

For the purpose of determining the duties and esbas from the annual period
ending in 2008 and up to 2014, the floor and cegilmices established in the
previous paragraph shall be adjusted annually byiphung the values in force
during the previous annual period by a factor 886.in the case of wheat... In
2014, the President of the Republic shall evalti@emodalities and conditions
of application of the price band system, taking inbnsideration international
market conditions, the requirements of the indaktproductive and consumer
sectors and Chile's trade obligations at that date.

The duties and rebates referred to in this Arttiall correspond to the
difference between the floor or ceiling prices deieed above and a f.o.b.
reference price, multiplied by a factor of one (filys the generad valorem
duty in force for these products. The f.0.b. refee price shall consist of the
average of the daily international prices for wheatecorded in the most
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relevant markets over a period of 15 calendar daysvheat... reckoned from
the date fixed by the Regulations for each decree.

[...]

The duties and rebates for wheat flour are baseiti@se determined for wheat,
multiplied by a factor of 1.56.

The duties and rebates applicable to each impanisaction shall be those in
effect on the date of the waybill of the vehiclansporting the goods in
question.

The duties resulting from the application of thigiéle, added to thad valorem
duty, shall not exceed the tariff rate bound byl€hinder the World Trade
Organization for the goods referred to in paragrapleach import transaction
being considered individually and using the cvdlue of the goods concerned
in the transaction in question as a basis for t¢aicun. The rebates established
as a result of the application of this Article $hialno circumstances exceed the
amount corresponding to tlael valoremduty payable on the importation of the
goods. The National Customs Service shall adoptniieasures necessary to
enforce the provisions of this paragraph.

The President of the Republic, by way of a suprataeree issued by the
Chilean Ministry of Finance and endorsed by theisig of Agriculture, shall
establish, pursuant to this Article, the periodsvimch specific duties and tariff
rebates are to be established and applied. Fuortrer the President shall
establish the most relevant markets for each ptodiue procedures and dates
for calculating the reference prices and other wddlogical factors necessary
for the implementation of this Article.”

In its version amended through Law 19.897, Artickeof Law 18.525 specifically
provides for the issuance of a Supreme Decreederdo determine: (a) the periods in
which specific duties and tariff rebates are tcebtablished and applied; (b) the most
relevant markets for each product; (c) the prooesidor calculating the reference
prices; (d) the dates for calculating the refeeepcices; and (e) other necessary
methodological factors to implement the provisionArticle 12 of the Law.

Decree 831 of the Ministry of Finance of 26 Septen#003 contains the implementing
regulations for Article 12 of Law No. 18.525, aplexed by Article 1 of Law No.
19.897.

"Having regard to the provisions of Article 12 odw No. 18.525, establishing 'Rules
on the importation of goods into the country', abstituted by Article 1 of Law No.
19.897, and the powers conferred upon me by pgsagaof Article 32 of the Political
Constitution of the Republic of Chile, | herebyusghe following:

Decree:

The following regulations for the application ofesfic duties in dollars
of the United States of America, per tariff unipdarebates on the
amounts payable a valoremduties established in the Customs Tariff,
referred to in Article 12 of Law No. 18.525, as stitiited by Article 1 of
Law No. 19.897, are hereby adopted.

8 1. Initial Provisions

Article 1.- Specific duties and tariff rebates.
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The specific duties in dollars of the United Staté#\merica, per tariff

unit, and the rebates on the amounts payabledawvaloremduties

established in the Customs Tariff, hereinafter mefi to as duties and
rebates, which may affect the importation of wheseat flour and
sugar, shall be determined in accordance with thevigons of

Article 12 of Law No. 18.525, hereinafter refertedas the Law, and by
the present regulations.

The amount of such duties and rebates shall beyséie President of the
Republic by a supreme decree, issued by the MynittrFinance "by
order of the President of the Republic”, six tif@swheat in the course
of each annual period extending from 16 DecembdiSt®ecember of
the following year, and twelve times for sugar ire tcourse of each
annual period extending from 1 December to 30 Ndamof the
following year, in terms which, when applied to trice levels attained
by the products in question in international maskare such as to lend
stability to the domestic market.

Article 2.- Definitions

For the purposes of these regulations and the agtigin of duties and
rebates, the following definitions shall apply:

(@) Reference price: average of the daily internatiombaeat and sugar
prices recorded in the most relevant markets, wiitall be used for
determining the duties and rebates under the Law;

(b) Floor price: price used to determine the spedfities under the Law,
when the reference price is lower than the floargyr and

(c) Ceiling price: price used to determine the rebaiasthe amounts
payable asd valoremduties established in the Customs Tariff under the
Law, when the reference price is higher than thiengeprice.

Article 3.- Products covered

The duties and rebates established in conformitly thie Law and these
regulations shall apply to the following tariff cesl of the Chilean
Customs Tariff:

Product Code Item

Wheat 1001.9000 Other

Wheat flour 1101.0000 Wheat flour or meslin
Sugar [...] [...]

Article 4.- References to values and measures

The floor and ceiling values and the referenceegriprovided for in
these regulations shall be expressed in f.0.b. gemmdollars of the
United States of America.
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The duties and rebates established in conformitly thiese regulations shall be
applied in dollars of the United States of Amerioer, tariff unit in the case of
duties and per tonne in the case of rebates.

§ 2. Wheat
Article 5.- Issuing of decrees

Duties and rebates for wheat shall be determinediraes in the course
of each annual period extending from 16 DecembeiSt@ecember of
the following year by a supreme decree, which dbalpublished in the
Official Journal within a period of five days prito the date of their
entry into effect.

The periods of validity for implementation of eashipreme decree
establishing duties or rebates shall be as follows:

e From 16 December to 15 February;

» from 16 February to 15 April;

e from 16 April to 15 June;

e from 16 June to 15 August;

e from 16 August to 15 October; and

» from 16 October to 15 December.
Article 6.- Floor and ceiling prices

The floor and ceiling prices for wheat during thexipd from December
2003 to December 2014 shall be as follows:

Floor and ceiling prices for wheat, by period oficidy
Period of validity Floor price Ceiling

price
16.12.2003 to 15.12.2007 128 148
16.12.2007 to 15.12.2008 126 146
16.12.2008 to 15.12.2009 124 144
16.12.2009 to 15.12.2010 122 142
16.12.2010 to 15.12.2011 120 140
16.12.2011 to 15.12.2012 118 138
16.12.2012 to 15.12.2013 116 136
16.12.2013 to 15.12.2014 114 134

Article 7.- Reference price

The reference price for wheat shall corresponth¢écatverage of the daily
prices recorded in the markets specified in Art&l®ver a period of 15
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days counted retroactively from the™8ay of the month in which the
relevant decree is to be published.

Article 8.- Most relevant market

The most relevant market for wheat, during theqaeof application of
duties and rebates extending from 16 December tolutte of the
following year, shall be that afrigo Pan Argentinoand the prices will
correspond to the daily prices quoted for that podd.o.b. Argentine
port; during the period of application extending frdr6 June to 15
December, it shall be that &oft Red Winter No., 2and the prices will
correspond to the daily prices quoted for that povd.o.b. Gulf of
Mexica

[...]
8 4. Determination of specific duties and tar@bates
Article 13.- Establishment of duties and rebates

In each supreme decree issued under these regslatiere shall be
established, with respect to the products formitsg subject matter,
specific duties, when the reference price is betbe floor price, and
rebates on the amounts payableadsvaloremduties established in the
Customs Tariff, when the reference price is abbeeckeiling price.

When the reference price is above the floor priceldzlow the ceiling
price, this shall be recorded in the correspondiegree, which shall not
establish duties or rebates during the period iithvit remains in force.

Article 14.- Calculation of specific duties

The specific duties applicable to imports of wheatined sugar and raw
sugar shall correspond to the difference betweerfltor price and the
reference price of each product multiplied by adaof one (1) plus the
generald valorentariff in force established in the Customs Tariff.

(1 + generahd
(Floor price in force valorem
- reference price) tariff in force,
Customs Tariff)

Specific duty

Article 15.- Calculation of the tariff rebate

The rebates on amounts payableadsvaloremCustoms Tariff duties,
applicable to imports of wheat, refined sugar aaw rsugar, shall
correspond to the difference between the refergnice and the ceiling
price of each product multiplied by a factor of qigplus the generald
valoremtariff in force established in the Customs Tariff.

Tariff rebate = (Reference price  * (1 + generahd valorem
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- ceiling price in force tariff in force,
Customs Tariff)

Article 16.- Wheat flour

In the case of wheat flour, the duties and rebapgdied shall be those
determined for wheat multiplied by a factor of 1.56

Specific duty or Specific duty or
tariff rebate for = tariff rebate in * 1.56
wheat flour force for wheat

Article 17.- Date of application of duties and redsa

The duties or rebates applicable to each importsaetion, established
pursuant to the procedure specified in these régnlg shall be those in
effect on the date of the waybill of the vehiclansporting the goods in
guestion.

In the case of electronic filing, the waybill datdl be taken to be the
date of actual acceptance of the vehicle and teegwill be considered
to have been presented at the same time, in act@deth Article 37 of
the Customs Ordinance.

Article 18.- Limitations on the application of desi and rebates

The duties resulting from the application of thesgulations, added to
thead valoremduty, may not exceed the tariff rate bound by €hihder
the World Trade Organization, each import transacheing considered
individually and using the c.i.f. value of the gsodoncerned in the
transaction in question as the basis for calculatio

The rebates on the amounts payable as Customs$ dan@loremduties
determined for each import transaction may not edcthe amount
corresponding to thad valoremduty established in the Customs Tariff
in force, calculated on the basis of the c.i.ftwaiue of the goods.

The National Customs Service shall adopt the measoecessary to
enforce the provisions of this Article.

ANNEX

Summary Table for the implementation of paragraph 2

Periods for the Period of Periods of validity
. o o : Most relevant
calculation of publication of | of specific duties or
. market
reference prices decree rebates
26 Nov. - 10 Dec. 11-15 Dec. 16 Dec. - 15 Feb. | Trigo Pan
27 Jan. - 10 Feb. 11-15 Feb. 16 Feb. - 15 April | Argentino
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27 March - 10 April | 11-15 April 16 April - 15 June | Trigo Pan

27 May - 10 June 11-15 June 16 June - 15 Aug. | Argentino

27 July - 10 Aug. 11-15 Aug. 16 Aug. - 15 Oct. | Trigo Pan

26 Sep. - 10 Oct. 11-15 Oct. 16 Oct. - 15 Dec. | Argentino

Soft Red Winter No
2

Soft Red Winter No
2

Soft Red Winter No
2

28.Could you provide the evaluation result of modeditiand condition of
application of the price band system mechanismgdg?Answer by Chile:
“The same as Question 27"

29.Regarding to interest rate for exporters concermiade financing provided
by CORFO (page 74), does it also apply to foreigpoeter? Answer by
Chile: “Being prepared”

30.Does Chile allowed the importation of re-manufaetlgoods? Answer by
Chile: “YES”

IV.2.E. Technical Barriers to Trade

31.Why are national standards in Chile applied withn namandatory
compliance?Answer by Chile: “In Chile there are technical rdgtions,
technical standards and conformity assessment gdroes. The technical
regulations are those which compliance is mandatibryy are developed by
the Ministries and other governmental Agencies vatimpetence in the
specific area to be regulated. Instead the tecHrstandards are those which
compliance is not mandatory; the Chilean institaticn charge of the
development of technical standards (national stadslais the National
Standardization Institute (INN).

The Chilean standards (technical standards) helpnprove the quality, security and
industrial competitiveness, because they specéygtiality of a product or service, to
define the set of properties or characteristicsuiegd to fulfill their use function
satisfactorily.

As part of the growth and globalization of the nedsk it detects the necessity to
develop new standards and theses ones must bel@dcln the development of the
productive process regarding to standards recoghizgernationally, i.e., knowledge
documents and public use, established by consesrstisapproved by a recognized
organization.”
32.Concerning to standard, how does the treatment dimported goods from
other countries? Can you make a brief descriptiboutthis procedure?
Answer by Chile: “Regarding to Chilean technicahmstlards, it is same
treatment to national and imported products, andoesnt have a specific
procedure, it depends of the product, there is nmaket surveillance or
similar (the compliance is not mandatory); some pames and/or
importers prefer to fulfill the Chilean standards they can compete with a
high standard of quality (for example) and somescwners are stricter in
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quality standards’
33.Does Chile have a mechanism of coordination wiéhdifferent Government
Agencies related to Technical regulation issues®kministry has the most
role on issuing technical regulationghswer by Chile: “Yes, there is a
National Commission on Technical Barriers to Traldevas created in 1997.
The Commission is headed by the General Directoddtdnternational
Economic Affairs (DIRECON), Ministry of Foreign &ifs, and has played a
fundamental role on dealing with the coordinatioatween the different
Government Agencies. By centralizing the procesd,dealing with all the
agents involved in the development of technicalleggpns, the Commission
provides all the parties involved, with a commornufo to express their
concerns and expectations related to the natidaedardization agenda.
The Government Agencies have the most role omgsgachnical regulations are the
Ministry of Health (www.minsal.cl) and the Supesimience of Electricity and Fuel
(www.sec.cl)!
34.Could you provide numbers of technical regulatithrag Chile has notified to
the WTO? (until 2009Answer by Chile: “Total: 168 notifications.
Only related to technical regulations: 125 notifiicans (74,4%)

(Source: TBT Information Management System of the TOW
http://tbtims.wto.org/Default.aspx)”
35.Does Chile have some kind of mechanism of coortinawith the industry
related to TBT issues®nswer by Chile: “Yes, since October 2008 we have a
Public-Private Committee on Technical Barriers tade; it is leaded by
DIRECON by the public side and by The FederatiorCbilean Industry
(SOFOFA) by the private side”
36.Does Chile have MRAs with ASEAN countries? How I texperience
regarding to MRAsAnswer by Chile: “No. However, Chile participates i
the Part | of the APEC EEMRA (Mutual Recognitiorralgement on
Conformity Assessment of Electrical & Electroniculpgnent). Chile is
assessing legislative requirements with regard ddigipating in Part Il of
EEMRA.

By the other hand, Chile subscribed the APEC Aresmgnt for Exchange of
Information in Toys Safety and it is evaluating psrticipation in the Sectoral Food
MRA of APEC.”
37.How is the process of notification and analysisreteived comments
regarding technical regulations established undmrd1Answer by Chile:
“The Ministry or agency with regulatory powers shaublish, through a
notice placed in a communications medium with matialistribution or on
its web site, the draft technical regulation or @mimity assessment
procedure it is proposing to adopt.

The above-mentioned notice must include, at th&t,lea abstract of the draft technical
regulation or conformity assessment procedure anslich case must indicate the place
where the complete text can be consulted. Theaabshust indicate the purpose of the
draft regulation or procedure and the reasons toe tpproach adopted. Copies of the
abstract and the draft regulation must at the same be submitted to the DIRECON,
because DIRECON must comply with the measuresefworting regulations and/or
conformity assessment procedures and receiving emsmas established in Article 2,
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paragraph 10; Article 3, paragraphs 2 and 3; Ar&ch, paragraph 7; and Article 7,
paragraphs 2 and 3 of the TBT Agreement.

The notice indicated in above must be publisheficgritly in advance of the date the
measure is adopted so that anyone can submit wrdtenments within a period of no
less than 60 days, attaching any background mdthdar she deems necessary.

The Ministry or agency with regulatory powers staiblyze and take into account said
written comments. In addition, it must make ayddao the public the responses to any
significant comments it received, at the same tsehe final technical regulation or
conformity assessment procedure is published.

Notwithstanding the provisions of the precedingaggaph, the competent authority
shall in no way be required to provide confidenird@rmation whose disclosure could
constitute an obstacle to compliance with laws,|¢dae otherwise contrary to the
public interest, or could damage the legitimate omrcial interests of public or private
companies.

Technical regulations and/or conformity assessmenbcedures must allow a
reasonable time between the date of their adomimhtheir application. A reasonable
time shall be understood to mean a period of ne than six months, except when this
would be an ineffective means for achieving legitérobjectives.

In the event that duly substantiated urgent prokleralating to safety, health,
environmental protection or national security arisethreaten to arise, the Ministry or
agency with regulatory powers may omit the stepsvided for in the preceding
paragraphs and must inform to the DIRECON that idgulations are being put into
effect.

Notwithstanding the provisions of the precedingggmaph, once technical regulations
and/or conformity assessment procedures have béepted in the cases indicated in
the preceding paragraph, the competent authoritgtnpuovide sufficient opportunities
for anyone to submit written comments, attachirg background material he or she
deems necessary.

The Ministry or agency with regulatory powers shatlalyze the comments received
and take said written comments into account. lditeah, it must make available to the
public responses to any significant comments ixeszd.”

IV.2.F. Sanitary and Phitosanitary

38.How long does the process of inspection and madngoactivities for food
products conducted by Ministry of HealtAnswer by Chile: “We kindly
request for a clarification of this question”

39.Could you inform more detail the role of SERNAPES@AmMplementing
national fishery policies and sanitary control agsdtification of all hydro
biological products for exportAnswer by Chile: “SERNAPESCA is the
government agency in charge of enforcing the Fphiaw of Chile. In this
regard it is responsible for the sanitary certifima of all fish products for
export and for enforcing several sanitary controfograms for fish
producing facilities.”
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40.Does Chile have cooperation agreement in implemgntiational fishery
policies and sanitary control and certificatioratifhydro biological products
in Chile’s FTAs, particularly with Asia countriegshswer by Chile: “Chile
does not have cooperation agreements as the onatsomed.”

41.Could you inform recent notifications of ChileanSentil 2009Answer by
Chile: “Chile has delivered 290 regular notificatie and 24 emergency
notifications since 1996. 24 regular notificatiorend no emergency
notifications have been made throughout 2009. &kerkgular notification
was informed on October 6 and it was on requireséot imports of beef
products regarding BSE. This information is readilyailable on the WTO
online data base spsims.wto.org”

IV.2.G Rules of Origin

42.The Chilean report only informed general criterost the qualification of
good. Could you specify types of ROO used by Cliesome FTA,
especially FTA with Korea, China and other Asia Goes? Answer by
Chile: “Types of rules of origin used in some FTBhange of chapter,
Change of heading, Change of Subheading, Regiaha¢ wontent”

43.Regarding to three ROO main methods that Chilenmastioned on page 86,
which method is commonly used®nswer by Chile: “The more used method
is change of tariff classification”

IV.3. Services
IV.3.A. Measures Affecting Trade in Services
44.Could you mention all measures that discriminatevben national and
foreign services providersAnswer by Chile : There are a few, clearly
identified NT restrictions affecting specific sestoall of which have been
properly listed or scheduled in our FTAs. The misstjuently consulted
restrictions are the following:

Legal services:

As a general rule, only Chilean nationals may pi@ctas attorneys at law in Chile.
However, foreign nationals who have completed okedity of their studies in Chile may
practice as attorneys at law in the territory.

Additionally, only Chilean nationals may perform esurt officials and ministers of
faith (notaries, public defenders, etc).

Specialized services, private armed security guards
The supply of these services is limited to Chileationals only.

Specialized services, custom agents and brokers:
The supply of these services is limited to Chileatmonals only.
45.What is the limitation of foreign equity ownershigr all services sectors?

Answer by Chile: There is no horizontal foreign igguequirement for
services related investment. However, there arg/ Yew sector- specific
foreign equity requirements in place, all of whiblave been listed or
scheduled in our FTAs. The most frequently coaedulestrictions are the
following:
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Water transport:

Only Chilean natural or juridical persons may regis a ship in Chile. A juridical
person shall be duly constituted in Chile, has ptsncipal domicile and real and
effective seat in Chile. Additionally, 50% or marethe social capital must be held by
Chilean natural or juridical persons. This requirent also applies to juridical persons
owning a juridical person seeking to register apshi

Air transport:
The current requirement mirrors the regulations thre water transport sector, with
regards to ship registration and foreign equity feapation.

Communications:
Applications for the granting of a radio broadcasficoncession are limited to Chilean
juridical persons with less than 10% of foreign gguparticipation. However, the
requirement can be lifted subject to proven reaiio
46.Are foreigner allowed to work in any level of maeagent in services
companies? If possible, are there requirementis rhatter?Answer by
Chile: Yes, as a general rule there no nationaltnmeent limitations for
senior management / board of director’s positiotdowever, specific
restrictions exist and they have been properly mess#yscheduled in our
FTAs. The most frequently consulted restrictioresthe following:

Communications:

Only Chilean nationals may be president, admintsii® or legal representatives of the
juridical person who owns a social communicatiordime such as sound and image or a
national news agency. In the case of public rdmmadcasting services, the majority of
the members of the Board of Directors must be @hil@ationals. The legally
responsible director and the person who replacas br her must be Chilean with
domicile and residence in Chile.

Printing, publishing, and other related industries:
The current requirement mirrors the regulationstbea Communications sector.

Fisheries:

The president, manager, and the majority of theatiors or administrators of a Chilean
juridical person seeking to register a vessel inlé€;imust be Chilean natural persons.
Likewise, a joint ownership (comunidad) may registeressel if (1) the majority of the
joint ownership is Chilean with domicile and residg in Chile; (2) the administrators are
Chilean natural persons; and (3) the majority o thights of the joint ownership
(comunidad) belong to a Chilean natural or juridigerson

Transportation, shipping:
Current requirements in the registration regime nmirhe Fisheries sector.
Additionally, whenever the works of stowage andkdge are carried out by juridical
persons legally constituted and with their prindigiomicile in Chile, the chairman,
administrators, managers, or directors must be &iml natural persons.
47.Could you inform any policies in other servicesteexsuch as construction,
design and architecture, tourism and travel agesmi skilled labor, etc.?
Answer by Chile: Currently, there are no other regory initiatives
affecting specific services sectors. With the etkaemf construction services
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(Anex Il — Future Reservations), indeed, it is img@at to stress that our
existing reservations/schedules reflect the “effeectreatment” provided to
services and services providers in Chile

48.What services sectors are covered in Chile’s FTAls ether Asia countries?
Answer by Chile: For every negotiation, Chile seéksnclude as many
sectors as possible. Indeed, we do not excludesactprs per se, which is
consistent with GATS article V. Consequently, wherzontally reviewing
our existing agreements with our Asian partners oauld conclude that all
sectors have been included

IV.4. Foreign Investment Regimes
IV.4.A. Treatment of Foreign Investment
49.Could you explain more detail the special investimegime that provide

foreign investor better treatment than domesticnteparts? In which
sectors this policy is applied? (Page @4swer by Chile: The especial and
voluntary regime called Decree Law 600, is a foneigvestment contract
signed by the State and a foreign Investor seekognmaterialize an
investment in Chile. Due to its contractual natuts,terms and conditions
(determined by the Foreign Investment Committeas), ot be modified
unilaterally, providing the investor with a greatsense of security and legal
certainty. The regime applies to all sectors redgesd of their economic
impact.

The particular features of this regime can be sumiwed, as follows:

Capital repatriation one year after its entry

Profit remittances at any time

Guaranteed (fixed) total tax burden of 42% (oneetiimpt out mechanism”)
Guaranteed access to the “formal exchange market”.

For further enquiries, please refer tovw.cinver.cl .
50.How long does investment process take from appbicdd realization?
Answer by Chile : “Since no screening mechanism @ace, the length of
the investment process will depend on the speesitictions applicable for
the sector(s) in which the investment is soughteMbeless, according to
investor’s feedback, the investment process tentds expeditious and
simple”.

IV.4.B. Special Investment Regimes and/or zones
IV.4.C. Investment Agreements
IV.5. Trade Defense Measures
51. Could you provide the information about Chile’segafard cases for the last
5 yearsAnswer by Chile: In
http://www.cndp.cl/Invest Ini_1999%20a%20la%20fecha.xls, and
http://www.cndp.cl/Med _Aplic_1999 a%?20la%?20fecha.xls (In Spanish)
52.How do Chile’s procedures handle dumping cases™Gaw provide
Chile’s experience in investigating process to ¢hosttersAnswer by
Chile: This experience may be found in the weldi@NDP
http://www.cndp.cl/pagina_interior.asp?inferior=interior_secretaria.as
p (in Spanish)
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IV.6 Government Procurement
53.Regarding to government procurement mechanisnfpeggn companies
able to participateAnswer by Chile: “YES'Is there any minimum value of
the project’Answer by Chile: “NO”

IV.7 Transparency
TWO ADDITIONAL QUESTIONS

Following the questions that | sent to you last kyek have two more questions
regarding the policy of Chile government for foreigvorkers, the question are :
ADD. 1. Employment policy : what kind of policy thean be set by Chile government
to its foreign workers Answer by Chile: “Chile is signatory of The Unitéthtions
International Convention on the Protection of thigtls of All Migrant Workers and
Members of Their Families (1990). Chile has alsoluded in its Memorandum of
Understanding on Cooperation about Labour and Migna with the Republic of Peru
the commitments to that UN Convention as well &It Declaration on Principles
and Rights at Work and its Follow Up (1998). Thenpple of Protection of Migrant
Workers had been previously incorporated in the diabCooperation Agreement
between Canada and Chile in 1996 parallel to ouARVith that economy. We have also
agreed with a number of economies on bilateral agrents on pension systems.
According to these agreements, we have developgdtlzer protection to migrant
workers, being temporary or permanent.

We have also incorporated provisions on our FTAthvaur trade partners about
temporary movement of people, especially in theevbdf trade in services according
to GATS. These negotiations have addressed issuesitiial recognition of credentials
in selected professions and facilitating businessitors’ travel. Bilateral trade
agreements increasingly include provisions for temporary movement of persons.
Hazards to migrants, particularly lower skilled anenay be associated with temporary
labour migration including poor living and workingpnditions, harassment and abuse.
So, according to these considerations and expegien® also endorse to share best
practices and policies on international migration.

We have also signed the Protocol against the Srmgygf Migrants by Land, Sea and
Air, as well as the Protocol to Prevent, Supprass Bunish Trafficking in Persons,
especially Women and Children, supplementing thev@ation against Transnational
Organized Crime as a Framework to define our peldn this matter.”

ADD. 2. Workers from which countries that can be thdonesian workers' competitor
in Chile ?Answer by Chile: “We have no migration policieslice for migrant workers
from abroad. There have a few communities fromnLAtherican countries, especially
from Argentina and Peru but not especially fromafsstountries. So, if a skilled person
has the possibility to come and has a labor cortrae/she wouldnt have normally any
problem to obtain a visa, providing he/she is is@dance to migration rules.
Considering recent data, in 1982 there were 84 8ddrant people and in 2002 the
number grew to 195.320. As a percentage of thé pojaulation foreigners were in

2002 the 1.3%. By now the total can be estimateddaond 300.000 people.”
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INDONESIA

[.3 Environment for a Bilateral Free Trade Agreemen
1. How ASEAN Investment Area (AlA) and ASEAN Framewobgreement on Trade in
Services (AFAS) Works?

ASEAN Investment Area (AIA) has been changed i&BAN Comprehensive Investment
Agreement (ACIA) which was signed by ASEAN cosntiieFebruary 26th, 2009 in Cha-am
Thailand. Main purpose of ACIA, as stated in agtidl of the agreement is to establish opened
and free investment regime in ASEAN in order tocle@conomic integration as final
destination under AEC through progressive libeiiian in investment regime.

ACIA is not yet ratified by all of the ASEAN coigtr It is expected to be ratified by the ASEAN
members at the time of the next ASEAN Summit iob&ct2009 and be expected to be
implemented by the end of this year.

ASEAN Framework Agreement on Services (AFAS) egsement among ASEAN countries in
services sector to enhance trade productivity betwéhose countries by liberalizing the
services sector through several stages.

The latest stage is AFAS 7 which was signed at4tie ASEAN Summit on February 26th, 2009

in Cha-am Thailand. It is an agreement to advanberalization of 65 sub fields of services
through directed schedule in the fields of Priotityegration of Services Sectors.
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2. Does the EPA with Japan include Chapters on Invastiand Services? Could you provide
the texts?

Yes, it does. It is stated in chapter 5 and 6 efithsic agreements of IJEPA:

Neither Party shall impose or enforce any of thoWwing requirements, in connection with
investment activities in its Area of an investothaf other Party:

@) to export a given level or percentage of gomdservices;

(b) to achieve a given level or percentage of gstin content;

(c) to purchase, use or accord a preference tadggmoduced or services provided in its Area,
or to purchase goods or services from natural galgpersons or any other entity in its Area;

[l. Main Characteristics of the Chilean/IndonesEaonomy and institutional framework

[I.1.A. Macroeconomic Features

3. Concerning the evolution of macroeconomic aggregateuld it be possible to have the
evolution of a longer time series for consumptiorestment and government expenditure
(5 years or more), beyond 2007 and 2008?

Composition of GDP by expenditure, period 2003-Z0®% shwon in the table below.
Gross Domestic Product By Expenditures at Curreide?

(Billion Rp)
2009
TYPE OF EXPENDITURES

2003 2004 2005 2006 2007 2008 Q1 (
1 Consumption expenditures 1.535.779 1.723.944 2010577 2.380.736 2.840.264 3436.325 908.340 9444
2 Household Final Consumption 1.372.078 1.532.888 1.785.596 2.092.656 2.510.504 3.019.459 808.413 808.6
3 Government Final Consumption 163.701 191.056 224,981 268.080 329.760 416.867 99.927 135.7:
4 Gross domestic capital formation 392.789 515.381 655.854 805.786 986.215 1.369.583 400.579 426.7.
5 Change in inventories 122,682 36.911 39.975 42.382 -1.083 7.664 -3.023 28
6  Statistical Discrepancy 1) -185.355 -87.673 47163 -70.416 -35.806 84.054 44931 479
7 Export of goods and services 613.721 739.639 95122 1.036.316 1.162.974 1.474.508 308.159 3226
8 Import of goods and services (- 465.941 632.376 830.083 855.588 1.003.271 1.418.105 267.333 283.2
9 Gross Domestic Bruto 2013675 2.295.826 2.774.281 3.330.217 3.949.321 4.954.028 1.301.790 1.365.41
10 Net factor income from abroad -T1.414 -105.350 -135.000 -142.269 -162.485 -175.865 -50.801 -50.3
11 Gross National Product 1.936.261 2190476 2.639.281 3.196.948 3.786.837 4.778.163 1.250.989 1.315.1:
12 Net indirect taxes (--) 85.212 62.534 53.719 98.143 112.189 69.646 56.618 377
13 Depreciation (-/) 100.684 114.791 138.714 166.961 197.466 2471.701 65.090 68.2
14 National Income 1.750.305 2.013.151 2446847 2931844 3477182 4.460.816 1.129.282 1.209.1:

4. In general terms, taking into account the infladignlevels, which is the role of the Central
Bank? is it independent?, since when?

Bank Indonesia as an independent central bank niiated when a new Central Bank Act, UU
No 23/1999 on Bank Indonesia was enacted on Mag999 which has been amended with UU
No0.3/2004 on January 15, 2004. The Act conferhdtdtatus and position as an independent
state institution and freedom from interferenceah®y Government or any other external parties.
Bank Indonesia has one single objective of achgeaind maintaining stability of the Rupiah
value. The stability of the value of the Rupiah jgoses two aspects, one is stability of Rupiah
value against goods and services as reflected byrdte of inflation and the other is the
stability of the exchange rate of the Rupiah agaotber currencies. The prescribed single
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objective is intended to establish a target thatlear and to be achieved by Bank Indonesia
within its limits and responsibilities.

5. Given the inflation situation, which is the mongtpolicy followed? which policy tools are
most used (monetary base, rate of interest)?, lddesesia have an inflationary target?

There is no dominant policy tools used by Bank med@a to mantain inflation target. In July
2005, Bank Indonesia implemented new and enhancetary policy measures within the
Inflation Targeting Framework (ITF) which encompasgour main areas: the use of the Bl
rate as an operational target, enhanced decisionkinga process, more transparent
communications strategy, and strengthened polioydination with the Government. The move
is intended to strengthen the effectiveness anprdwide good governance to its monetary
policy making to achieve price stability neededstipport sustainable economic growth and
attain social welfare. With the ITF, the inflatidarget is the overriding objective and nominal
anchor of monetary policy. In this regard, Bankdndsia will apply a forward-looking strategy
to steer present monetary policy towards achieveéimiethe medium term inflation target.

The inflation targets are set by the Governmendratbordinating with Bank Indonesia. For
2008 and 2009, the Government set CPI inflatioryets at 5% and 4.5% respectively with
deviation of + 1%. The Bl Rate is used to conveyrtionetary policy stance and operational

targets. The Bl Rate is a one-month interest ragutarly announced by Bank Indonesia for a
specific time frame.

I1.1.B. Trade Policy Regime: Formulation and Imp&tation

6. Which is the approach in exchange rate policy,ilblex flexible with interventions, fixed,
free rate of exchange?

In July 1997, the contagion effects from the exgkarate turmoil in Thailand spread out to

other Asian countries. Accordingly, the rupiah wasder strong pressures and forced Bank
Indonesia to abandon the managed floating regimeresponse to greater pressures on the
rupiah and to secure foreign exchange reservesAugust, 1997 Bank Indonesia abandoned
the managed floating exchange rate system by dimgn the intervention band. Bank

Indonesia decided to modify the foreign exchangesy from managed float to free float.

Under current exchange rate regime, Bank Indonewmalonger targeted certain level of

exchange rate. However, Bank Indonesia occasionaligrvenes in the foreign exchange
market to safeguard and smooth the volatility efélkchange rate.

7. Which has been the behavior of the nominal and egehange rate and of the terms of
trade? (last 5 or 10 years).

Behaviour of Real Effective Exchange Rate, 20049200
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8. Evolution of the degree of openness of the econPfmi)/GDP in the last 10 years?

Openness Index
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II.1.E. Employment Policies, Laws and Salaries
9. Which is the link between labor and trade in thdolmesian view?

Liberalization of global trade will pose a tight mpetition among workers of all countries since
it allows the traffic of workers from one county another much more rapidly. It also will
require professional workers, the criteria of whielne set forth by developed countries. In
facing this situation, it is time for Indonesian nkiers to adjust themselves to the criteria on
each profession to be able to compete with prafests from other countries to fill in vacancies
at domestic and international market. This is meliwith Law No.13 of 2003, which stipulates
among other things the improvement of Indonesiamkevs ability and self-capacity to
compete, and the utilization of expatriates. Somwepsions the Indonesian workers have
claimed international reputation for are among aththings accountancy, oil drilling,

construction, seamanship, nursing, and midwifery.
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II.1.F. Environmental Policies and Laws

10. We note from page 78 of the Indonesia Report, tthatsection explains in general terms
how FTAs include environment provisions and whighet of environmental provisions are
commonly included. We would like to know, as wédby features of Indonesia position
regarding these issues.

Under Indonesia Japan Economics Partnership Agregm&JEPA) there is article 74
concerning on Environmental Measures.

In this article stated:

Each Party recognizes that it is inappropriate t@weurage investments by investors of the other
Party by relaxing its environmental measures. fig effect each Party should not waive or

otherwise derogate from such environmental measasemn encouragement for establishment,
acquisition or expansion of investments in its Area

11. We acknowledge that Indonesia signed, in 2007,@mé&mic Partnership Agreement with
Japan and we note that the Chapter on Cooperatidnttee Implementing Agreement
contain provisions regarding the environment. Weuldhdike to know whether Indonesia
has incorporated this kind of environmental pransiin other FTAS.

Indonesia has also environmental provisions witheldaand China, under ASEAN-KOREA FTA
and ASEAN-CHINA FTA respectively. In ASEAN-KOREA Riis provisions provided in
article 3.1 and ASEAN-CHINA provided in article 7.

[1.3 Trade in Services
12. Does Indonesia have statistics in trade in ser?i¢dsw disaggregated is services sector
statistics?

No, Indonesia does not have statistics on tracsemices.

1.4 Investment
13. Does Indonesia have statistic on FDI and Indonasestment in third countries?

Indonesia has only FDI inflow statistics and Indsiaedoes not have investment statistic in
third countries
IV.2.D. Measures Affecting Exports

14. Indonesia has followed an important plan of taaifid protection reduction. According to
our figures, import tariff fluctuate between 0 atibo, with the exception, among others,
of alcoholic beverages and cars? What is the mrefiad treatment to those products in
other Trade Agreements Indonesia has signed? Hewtharse products to be treated
considering the BOGOR goals in 2010?

Alcoholic beverage (wine of fresh grapes (HS 226#)) imposed base rate (2005 MFN) 170%
and there are no tariff commitments under the AANYfunbound tariff for period 2009-2025).
However, in general, import tariff on motor carsdaother motor vehicles include in normal
track eliminated gradually until 2015 (0%). For tdetail about Indonesian tariff under
AANZFTA and IJEPA, see Annex 1 Schedule of TaiffrGitments (Indonesia), available on
http://ditjenkpi.depdag.go.id/website kpi/index.pmmdule=aseanausrand Annex 1-2 to 1-

15, available orhttp://ditjenkpi.depdag.go.id/website_kpi/index.pimmdule=ijeparespectively.
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15. Indonesia applies import licensing system. Could poovide us for a detailed list of the
products covered by that system? In particular, lmes it work the importation of

alcoholic beverages to Indonesia? Does it workh @it importation license too?
The detailed lists of Indonesia Import Licencings@&yn are:

Table of Import Licencies Issued by Ministry of Trade
Commodity

z
o

Machine and machine equipment non baru

Rice

Corn

Soy bean

Sugar

Textile

Shoes

Electronics

Toys

Tabung gas elpiji 3 kg / elpiji 3 kg
11 | Clove

12 | Petroleum

13 | Cakram Optic

14 | Multifunction machine, photocopy BW

Boow~ourwnlk

15 | Salt
16 | Plastics
17 | Etilena

18 | Saccharine and Salt

19 | Raw Diamond

20 | Subsidy fertilizer

21 Cyclamate / preparat alcoholic aroma
22 | Alcoholic beverages

23 | BPO

24 | Waste Non B3

25 | Precursor Non Pharmacy

26 | Dangerous material

27 | Detonator material

28 | Nitro Cellulose (NC)

29 | PCMX

30 | Ceramics

31 | Hand tools

32 | Certain Products

33 | Steel

No Entry to Indonesia

Gombal

Waste B3

Jenis BPO tertentu

Mesin menggunakan BPO
Alat Pemadam Kebakaran (isi)
Barang Cetakan Bhs Indonesia/daerah
Babi dan turunannya

Small shrimp and Udang Biasa

XN R[WIN|F

As shown above, Alcoholic beverages is one of thedycts must have Imps
Licensing too. Import Licensing for Alcoholic beegies based oMlinsiter of Trad:
and Indsutry Decree No. 230/MPP/KEP/VII/1997 andhister of Trade Decredlo.
15/M-DAG/PER/I111/2006.
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16. Does Indonesia in all FTA apply a general rulerigia? In which products or sectors does
Indonesia have special rules?

Indonesia applies Rules of Origin (ROO) in all FTHowever, under IJEPA, we have product
specific rules set out in Annex 2 Product Spedffides requiring that the materials used
undergo a change in tariff classification or a sfiecmanufacturing or processing operation
shall apply only to non-originating materials.

17. Which disciplines are included in the chapters ngiw?

Refer to IJEPA, disciplines including in the chaptef origin covered:

Difinitions, originating goods, accumulation, de mmis, Non-qualifying Operations,
Consignment Criteria, Unassembled or Disassembledds, Fungible Goods and Materials,
Indirect Materials, Accessories, Spare Parts anal3poPackaging Materials and Containers
for Retail Sale, Packing Materials and Containess $hipment, Claim for Preferential Tariff
Treatment, Certificate of Origin, Obligations regiamg Exportations, Request for Checking of
Certificate of Origin, Verification Visit, Determation of Origin and Preferential Tariff
Treatment, Confidentiality, Penalties and Measwagainst False Declaration, Sub-Committee
on Rules of Origin, Operational Procedures for Rub¢ Origin

18. How has been implemented the rule of “single poartti do you effectively have a single
“point”, because even if it is called a single grpoint, more than one entry points may
exist in the same country.

Indonesia has implemented the rule of single pmirgubmit the export and import documents,
namely Indonesia National Single Window (INSW) twidan accessed by on line system:
www.insw.go.id. INSW system has link directly to @ustom, Ministry of Trade, Animals and

botanical Quarantine Agency, and Food and Mediditanitoring Agency.

19. Which is the procedure for the “on-line” certificat process mentioned in your Report?

Procedure of Issuing Indonesia COO for On Line &yst
1. Requirement to apply COO
» Photocopy of export declaration
» Original Copy of Bill of Lading (B/L) or Copy AWay Bill (AWB), or copy Cargo
Receipt
2. Additional documents (Optional)
* Self assessment
» Local invoice
3. Admission filling of COO form
» Flash disk, disket, compact disk (CD)
e E-mall
e COO on line: www.skaservices.com
4. Pay for issuing COO: 5000 IDR/form
5. Service Level Agreement (SLA) for issuing COO ésdaty service
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I REGIONAL GOVERNMENT |
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(1-CO0) ; ;
i i v
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Indonesia has 85 institutions which are issuing C&1d 28 of them are using online system.

IV.2.E. Technical Barriers to Trade

20. Technical regulations and conformity assessmertteghares (mandatory) are developed by
the SNI or other governmental Agencies? Can youeramlbrief description about this
procedure?

Two bodies are responsible for formulating and iempénting standards and technical
regulations in Indonesia, the National Standardimat Agency of Indonesia (Badan
Standardisasi Nasional - BSN) and the National Adgation Body (Komite Akreditasi
Nasional - KAN). BSN is responsible for develo@nd promotingf National Standardization
in Indonesia (SNI) and conformity assessment. Standards are formulateharmony with
international or foreign national standards by meaof adopting or adapting relevant
standards. Generally, compliance with SNI is vauyit however, those standards relating to
safety, security, health, environment conservadiod/or for economic considerations may also
be mandatory through technical regulation.
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BSN also conducts the operational activities of Itftdonesian Enquiry Point and Notification
Body dealing with matters relating to technical bars to trade. The principal responsibilities
of the Enquiry Point and Notification Body includeresponding to technical enquiries on
domestic regulations from other WTO Members, stafgdaand conformity assessment
procedures, and fulfilling notification obligationsder the TBT Agreement.

KAN is responsible for implementing standards ushyBSN accreditation and certification
system._Implementation of standards is carriedtirgugh the activities of accreditation and
certification system Certification is provided by domestic organizations laboratories
accredited by KAN, or overseas organizations orotalories that have mutual recognition
agreements with KAN. In the case of product éeatibn, domestic or overseas producers
who consistently produce goods in conformity witdl Specifications can be granted a
certificate to use the SNI mark.

21. Indonesia has mentioned that they have been ragting the institutional framework; can
you make a brief description about the main aspeicthis restructuring? In this process
including measures to improve the Good Regulatoagtites?

In recent years there has been a restructurindhefinstitutional framework and procedures on
process of standard development to foster opennemssparency, consensus, impartiality,
coherence, and effectiveness, taking account afi¢lrelopment dimension and of international
rules.

22. Why have you notified only a few numbers of techhiregulations to the WTO? (until
November 2006, 18 technical regulations notifietheeWTO Secretariat)

In the context of WTO, BSN conducts as a NotiicaBody and Enquiry Point for Indonesia,
and until September 2009 there were 32 technigallegions notified to WTO Secretariat. BSN
conducts the operational activities of the IndoaeBinquiry Point and Notification Body
dealing with matters relating to technical barrieistrade. The principal responsibilities of the
Enquiry Point and Notification Body include are foesponding any enquiries from other WTO
Members which maybe dealing with technical reguiasiandards and conformity assessment
procedures, and for fulfilling notification obligahs under the TBT Agreement.

23. Does Indonesia have a mechanism of coordinatidm tvé different Government Agencies
related to TBT issues like a National CommissionT&T ?

Yes, Indonesia has a mechanism of coordination aviferent Government Agencies related to
TBT issues.

24. Does Indonesia have some kind of mechanism of guatidn with the industry related to
TBT issues?
Yes, Indonesia has mechanism of coordination with tleigtry related to TBT issues.

25. Does Indonesia have MRAs? How is the experiencardagy to MRAS?

Yes, we have many MRAs under ASEAN Framework such a

e ASEAN Mutual Recognition Arrangement on Engineer@@gvices, Kuala Lumpur, 9
December 2005

e ASEAN Mutual Recognition Arrangement on NursingviSes, Cebu, Philippines, 8
December 2006

» ASEAN Mutual Recognition Arrangement on ArchitedtuBervices, Singapore, 19
November 2007
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« ASEAN Framework Arrangement for the Mutual Recagmiof Surveying Qualifications,
Singapore, 19 November 2007

e« ASEAN Mutual Recognition Arrangement Framework ooointancy Services, Cha-am,
Thailand, 26 February 2009

 ASEAN Mutual Recognition Arrangement on MedicalcBtianers, Cha-am, Thailand, 26
February 2009

« ASEAN Mutual Recognition Arrangement on Dental Btiaoers, Cha-am, Thailand, 26
February 2009

e ASEAN Sectoral Mutual Recognition Arrangement (Mi@AJ500d Manufacturing
Practice (GMP) Inspection of Manufacturers of Méulid Products, Pattaya, Thailand, 10
April 2009

26. How is the process of notification and analysigesfeived comments regarding technical
regulations established under Law and, for thisarawith the direct participation of the
Congress?

The process of notification starts with the develept of draft of technical regulation by the
respective ministry. When the ministry introdudes first draft of technical regulation, it will
then organize meeting(s) with all concerned staldgre (representatives of other related
ministries, industries, The National Standardizatidgency (BSN) and conformity assessment
bodies) to discuss the first draft. The draft iertlsent to BSN as Notification Body and Enquiry
Point for TBT Agreement. BSN reviews the draft @gfal BT Agreement, and sends suggestion
on the draft regulations to the ministry, if anynelTMinistry of Trade any either accept the
comments and make amendment on the draft regulatioreject BSN suggestion. The final
draft is then notified to the WTO by BSN.

27. Is there any web site where you can find all infation about technical regulation and
conformity assessment procedures?

Yes, there is. Information on technical regulatiootified to the WTO as well as conformity
assessment procedure can be accessed through B&iNesgttp://www.bsn.go.id But, the full
text related to regulated products can be accefisedigh the respective ministry stipulated the
regulations, as indicated in the natification foainculated by the WTO Secretariat.

IV.2.F. Sanitary and Phytosanitary

28. How long does the register process take for preck$sod and where we can find the
certificates for these products?

45 working days for general registration; 15 worirdays for variation of the registered
products; 5 working days for rapid registration.

MUI (Majelis Ulama Indonesia or Indonesian CourafilUlama) perform halal certification for
foods, drugs and cosmetics consumed by people.

29. The trade of chicken parts is very important fofl€Hn this context, what happen with the
analysis about the prohibition for this trade?

Indonesia banned imports of chicken leg quarter@Cfrom the United States in 2000 claiming
that CLQ do not meet the ASUH criteria (Aman/S&8ehat/Healthy, Utuh/Whole, and
Halal/Halal) because the government could not bsuesd that the slaughter was done
according to halal.

30. How long does it take the testing process made P®M in order to release foods from
customs?
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The answer is include in number 28

IV.2.G Rules of Origin
31. Which are the procedures for the rule of origingasses, which are included in its FTAs
and which is the preferred method (certificateehitity, self certification)

The procedures for the rule of origin processesedéepon:
1. Origin criteria
2. Direct consignment
3. Documentary evidence

The preferred method is depending on the userd.nee

IV.3.B. International Commitments Related to Segsgic

32. The study indicates that for foreign laws firmgsitnecessary to be established in a joint
venture. The joint venture requirement is neceskargll sectors?

Not all services sector requires joint venture.

33. Legal services: the joint venture requirement idekiforeign legal services? For example:
international dispute arbitrations or foreign lawnsultants? What happens if the legal
service is provided in cross-border way? Are besrier cross-border provisions?

Foreign legal firms cannot operate directly, andgtizad must seek a relationship with local
firm. A degree from an Indonesian legal facilityaiher recognized institution and Indonesian
citizenship are required to practice as a lawydrpugh foreign lawyers can operate as
consultants. There are limits on the number (fixe)l the percentage (20) of foreign lawyers
who can work in Indonesian act firms. Indonesia hede no binding WTO offer for Mode 3
(commercial presence), but has made an offer oneMbdcross border supply), Mode 2
(consumption abroad) and Mode 4 (presence of napeesons). The last confirms the current
situation where foreign lawyers are restricted torking in Indonesian act firms as employees
or experts in international act.

34. Telecommunication services: Which Policy Indonegiplies to have a more competitive
market in fixed phone line?

While there have been gradual reforms in recentg,gasulting in greater competition, the two
principal carriers, PT Telkom and PT Indosat, coogé to dominate fixed phone line and
international services. The new investment reginublighed in June 2007 introduced
investment law including on certain telecommunaragi sectors regulation. Foreign investment
in fixed line networks is permitted up to 49 pentcéndonesia has made WTO commitments on
various telecommunications services, including caments on pro-competitive regulatory
disciplines. However, these commitments are sulbgesignificant market access and national
treatment limitations, including foreign investméntitations of only 35 per cent.

35. Computer and related services: Is Indonesia lookiog reforming the partnership
requirement?

Foreign firms can operate with 100 per cent foregmnership. As with other sectors, foreign
consultants must comply with labor and immigratamts. Indonesia’s Mode 3 commitment is
limited to partnerships.

36. Mining, energy and environmental services: In mgnan authorization is required, which
are the criteria to give this authorization. Are ttriteria discriminatory? What are the
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restrictions to foreign investment?

Authorization body to regulate mining activities tise Ministry of Energy and Mineral
Resources. Given Indonesia’s substantial mineral emergy reserves, and recent privatization
of production and exploration in these sectorsydhare significant opportunities for foreign
mining, energy and environmental service providétswever, the Indonesian Government
retains exclusive authorization rights for all s&mgof mining activity, from survey, exploration,
exploitation, production and refining, to transpoand marketing. State enterprises are
dominant in this sector. Where there is privateolmgment, the Government imposes foreign
investment restrictions and employment of nationéfglonesia has relatively few WTO
commitments in energy-related services sectors.

37. Construction: what kind of projects are those wi®dgovernment believes that local firms
are unable to do the work?

The government believes that local firms are albledd all kinds of construction works.
However, foreign construction firms are only petsitto be subcontractors or advisors to local
firms.

38. Are other sectors opened to foreign investment?tWappened for example with tourism
or transportation?

Yes, tourism and transportation sectors are stdllosmed for foreign investment in certain
areas with some particular requirements.

39. Has Indonesia negotiated under negative list ajgpfda
Usually the services sector negotiation in WTO egggbositive list approach.

ASEAN FTA:
40. What is the negotiation scope? Are the commitm&®$S plus? Could you explain more
of the negotiatiotf®?

ASEAN has signed many agreements covering ASEAd¢ TnaGoods Agreement (ATIGA),
ASEAN Comprehensive Investment Agreement (ACIAAANMSFramework Agreement on
Services ( AFAS™), and Mutual Recognition Agreement ( MRA) in sah@ectors.

41. Do Air transport negotiations include traffics righ

In Article 1l (Areas of Cooperation) point 2 of ASKE Framework Agreement on Services
stipulated that:
2 Member States shall strengthen and enhancerexisboperation efforts in service sectors
and develop cooperation in sectors that are noeced by existing cooperation arrangements,
through inter alia:

e establishing or improving infrastructural facilie

e joint production, marketing and purchasing arranggnts

e research and development and

* exchange of information.

108 20 paragraph: could you explain us the agreeniehéde actions are for all the ASEAN countries?
And for the same sectors? Which are the restristtorbe remove (ex: NT, MA, or NMF)? Do you have a
list of services sector excluded of this liberdii@a?
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Related to air services, there is an agreement 8BAN Multilateral Agreement on Air Services
(Manila, 20 May 2009). One of the objectives igailitate and enhance air services and their
related activities, to complement the other tramsgacilitation and liberalization efforts in
ASEAN.

42. MRA: What are being recognized: titles, licenses@ these MRA for some professional
services, what about the other professional sesice

See answer number 25

43. Does the ASEAN FTA consider emergency safeguardasuames? What kinds of
disciplines?

The ASEAN FTA provides for the imposition of a gaded measure on imports during the
period that tariffs are being phased out or reduéedany particular good, and for up to three
years beyond that. A measure can be imposed byPary to the ASEAN FTA to address
situations of serious injury to a domestic industaused by increased imports as a result of
tariff reductions under the FTA by either suspegdiarther tariff reductions or reverting to
higher tariffs for a certain period.

A safeguard measure shall not be applied againsbraginating good of a Party which is an

ASEAN Member State, as long as its share of impdrtee good concerned in the importing
Party does not exceed three per cent of the tatabits from the other Parties, provided that
those Parties with less than three per cent imgbsre collectively account for not more than
nine per cent of total imports of the good concdrfiem the other Parties.

ASEAN - China FTA:

44. Each ASEAN Country made individual commitments?

Yes, Each ASEAN Country made individual commitments

45. Are ASEAN commitments with China less than thesentages commit within ASEAN?
Yes, ASEAN commitments with China are less thami®SEAN.

ASEAN — Korea FTA:
46. Was the negotiation made in Positive list?

Yes, it was.
IV.4.C. Investment Agreements

47. Is the classification of restricted investment secpdated annually? Could we have access
to this classification?

According to the presidential Regulation of the ®#jg of Indonesia Number 77 jo. Number
111 of 2007 concerning List of Business Fields €dosnd Open with Conditions to Investment
article 3 para (1), the classification of restridténvestment sector is not update annually. It
shall enforce for 3 years and in para (2) elucidhtbat in the event that a period of 3 years
elapsed and the regulation has not been regulatesl existing Presidential Regulation shall
remain in force. Nevertheless, if it is neededit be updated in under any circumstances. The
Regulation can be accessed through our website kgmw.go.id. However due to the ongoing
update, this Presidential Regulation is inaccesibr the time being.
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48. Does Indonesia have Bilateral Investment Agreen®aWish which countries?

Yes, Indonesia has signed Investment Agreemerits6®itcountries, such as ASEAN, Japan,
Australia, USA, etc.

IV.5. Trade Defense Measures

49. The Indonesia Report refers only to the WTO tragfese measures, but does not indicate
how these norms are incorporated into the doméatic It doesn’t mention: domestic
norms concerning trade defense, a brief explanatidhe investigative process, which is
the Investigative Authority, measures in force égafards, anti-dumping, countervailing
duties)

Indonesia legal basis and rules related trade dedemeasure, such as:

e Law No. 170f 2006 concerning the Amendment of Lawdl of 1995 concerning Customs;

e The Government Regulation No. 34 of 1996 on Antmping Import Duty and
Countervailing Duties;

e Decree of the Minister of Industry and Trade No6/MPP/Kep/6/1996 regarding the Anti-
Dumping Committee;

» Decree of the Minister of Industry and Trade No2/MPP/KEP/7/1996 regarding the
Organization and the Working Procedure of the Antmping Taskforce.

IV.7 Transparency
50. What is Indonesia’s mechanism to ensure an adetpagkof transparency regarding laws
and regulations related to trade?

Indonesia has its own mechanism of transparencgrdagg laws and regulations in all aspects
not only in particular such as trade. Indonesia litasdegree of transparency such as consent
for press release or information or intellectuabperty subject to the project agreements, etc.
Sometimes we put in clauses for the reciprocityboth Parties. Usually Indonesia or
counterparts brought up the issue of transparewcgrotect IPR, stock prices, and other losses
with regard the information itself.

51. Are transparency rules included in trade agreensgted by Indonesia? If so, could you
please specify its scope.

Yes, Indonesia Japan Economic Partnership Agreeri@&A) Indonesia-Japan (FTA), in
specific article mentioned that "Indonesia and Japaas to publicly open its laws and
regulations" the aim is to obey and honor both j&rtprevailing laws and regulations as well
as the commitments between them. There are otheeragnts that limit the scope of
transparency usually on Scientific, Technology atiger IPR because it has its commercial
values. Usually they put in clause such as "theerotharty has to notify, or to give written
consent prior the publication (usually press statats/press release).

52. After the conclusion of FTA negotiations, what attee necessary domestic legal
procedures required in Indonesia befthie actual signing of an FTA (any need to seek
approval from Parliament, enactment of local ledish)?

The focal points e.g. Ministry of Trade need toehpxior inter - department meetings because
FTA needs cross-sectors negotiation contents (mssttax, finance, foreign affairs, etc.). After
all the necessities in filtering all aspects of leatakeholders agreed, then it can be signed and
ratified to State Secretary. Not all FTAs need ipanent approval but always require to be
signed by the President.
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