ALCOHOLIC BEVERAGES

The production of alcoholic beverages in Chile is restrained to wines and Pisco, a grape liquor produced in Peru and the northern cities of Chile. Chile has 5% of the world’s vineyards and 60% of its production  -nearly US$ 600 million- is exported abroad.

The local taxation and import tariff structure that dated back from 1974 had to be amended in 1997 in view of a formal complaint lodged with the WTO by the European Union for what they considered to be a discriminatory law. The complaint was based on the fact that the law favoured the production of domestic liquors to the detriment of imported ones. It may please be noted that the old legislation had established a differentiated ad valorem tariff structure that was applied over the type of alcolol: a 15% duty was levied on wines and beer; 25% on pisco; 70% on whisky; and 30% on other alcoholic beverages. The Chilean law was then amended and a tax scheme based on the alcohol gradation of liquors was proposed: the higher the grade, the higher the duty levied on it. The new tax scheme ranged from 27% to 47%, the lower rate being applied to liquors not exceeding 35° and the higher rate being applied to liquors over 39°. 

Despite all these efforts, 80% of the local drink “Pisco” had less than 35° and was, therefore, levied with the lowest rate. The amendment did not satisfy the interests of the European bloc and the WTO sentenced that Chile should not maintain this legislation as it continued to discriminate between locally produced drinks and imported liquors, particularly between whisky and pisco.  Chile was then given a 15 month term to amend its legislation as per the recommendations of WTO. 

Chile decided to appeal, but WTO confirmed, in December 1999, the previous resolution.

The law currently in force (Law No. 19716) , which became effective from February 9th, 2001, provides a gradual reduction of taxes that to an even 27% for all liquors as per the following details:

For liquors, brandies & distilleries including wine and vermouth:

From the date of publication of the law till March 20th, 2002: 30%

From March 21st, 2002 to March 20th, 2003: 28%

From March 21st, 2003 onwards: 27%

For whisky:

From the date of publication of the law till March 20th, 2001: 47%

From March 21st, 2001 to March 20th, 2002: 35%

From March 21st, 2002 to March 20th, 2003: 30%

From March 21st, 2003 onwards: 27%

