European Parliament resolution on trade and economic relations with Ukraine
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4.
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5.
Competent Parliamentary Committee: Committee on International Trade (INTA)
6.
Brief analysis / assessment of the resolution and requests made in it:

The recommendations in the Resolution are directed to the Commission, others to the Council or EU Member States, and some to Ukraine. Some of the recommendations addressed to the Commission would imply changes in Commission's policy and could require further initiatives when they relate to the Commission's exclusive initiative monopoly (trade issues – Article 133 of the Treaty). The Commission cannot accept some of these recommendations (see below). They highlight, however, the importance and the sensitivity attached to the issue by the European Parliament.

As far as economic and trade issues are concerned, this resolution is very timely, Ukraine being at the edge of joining the World Trade Organisation (WTO) and the negotiations of a deep political and economical agreement (the “New Enhanced Agreement” which will include a free trade area) started between the EU and Ukraine on 5 March this year (the "New Enhanced Agreement"). Accordingly, the resolution provides a comprehensive overview of the issues at stake in EU-Ukraine relations.

7.
Reply to requests and outlook regarding the action that the Commission has taken or intends to take:

General comments:
The Commission agrees with the Parliament in considering Ukraine as a key and valuable partner in the European neighbourhood strategy. Commission and Parliament both agree on the importance of bringing Ukraine's economy as close as possible to the EU by means of the future New Enhanced Agreement, of which the deep and comprehensive free trade area will be a key pillar.

The Commission also fully shares the resolution's view concerning the need to strengthen the rule of law in Ukraine and the importance of Ukraine's accession to the WTO. Both the Commission and the Parliament strongly hope that Ukraine can complete the WTO accession process as soon as possible, and the Commission is working closely with the Ukrainian government to this end. The Commission considers that the EU has no interest in further delaying the launch of the FTA negotiations and is ready to start as soon as the decision on the accession package has been approved by the members of the WTO. For the Commission, there is no need to wait for the launch of the FTA negotiations until the internal Ukrainian ratification procedures have been finalised. Another point of convergence is the scope of the future FTA: the Commission and the Parliament completely agree that it should be deep and comprehensive with a strong focus on regulatory alignment.

However, on some other issues the Commission disagrees with the Parliament's resolution. First, on economic relations with neighbouring countries, the resolution suggests a three-way dialogue (EU-Russia-Ukraine). The Commission considers that the EU has to be very prudent not to duplicate processes on topics already covered in other fora. Furthermore, the question arises whether the EU would not risk to be drawn into bilateral disputes between Russia and Ukraine. Also the Commission would question in general who would profit from such an approach. Second, it is the Commission's policy to favour the opening up of energy markets to competition as a means to ensure access to secure and affordable energy. This will be an important subject in the future FTA negotiations with Ukraine. As for concerns on safeguarding the basic needs of the population, EU legislation includes significant provisions intending to ensure protection of consumers and safeguard their basic needs. The Commission intends to negotiate the alignment by Ukraine to this legislation. Third, concerning the suggestion to extent GSP+ to Ukraine, the Commission would like to underline that Ukraine does not qualify for these additional preferences and that the EU has committed itself not to amend the basic GSP criteria on an ad-hoc basis. In addition, this would severely undermine our negotiating positions for the future FTA. In this matter, the Commission has the sole right of initiative. It does not intend to amend its overall policy and destabilize one of its most important trade-based development tools, which benefits almost 180 developing countries in the world.

Detailed comments:

Recital F: the resolution states that the accession of Ukraine to the WTO and its ratification by Ukraine's parliament is the necessary precondition for enabling the country to start negotiations on a free trade area with the EU within the framework of the New Enhanced Agreement (NEA) for which negotiations are on-going. The Commission fully agrees with the necessity to have the Ukraine into WTO before starting the FTA negotiations, as far as this FTA will build upon the WTO basis. However, the Commission and the EU Member states agreed, when discussing the negotiating directives of the future NEA (including the FTA) not to delay the starting of the FTA negotiations and to launch it once Ukraine has completed its WTO accession process i.e. when the WTO General Council has adopted the WTO working party report. Waiting for the internal ratification of such a deal by the Ukrainian parliament should not be a requirement for opening negotiations.

Paragraph 1: The Commission shares the resolution's view and the clear call on Ukraine to remove all the residual obstacles, both of a legislative and technical nature, to the successful conclusion of negotiations on accession to the WTO.

Paragraph 2: The Commission considers that there is no need for the Member states to provide further support to Ukraine in its WTO accession process.  The Commission is responsible (exclusive competence) for defending the agreed EU position. Together with the Parliament, the Commission has no difficulty to consider that Ukraine has to be granted, where appropriate, any specific transitional period in its WTO membership.

Paragraph 4: the Commission agrees with the Parliament on the necessity to take fully into consideration the results of the Trade Sustainable Impact assessment carried out by an independent consultant. This impact assessment will be finalized in December 2007, well ahead of the launching of the official FTA negotiations. On the other hand, the Commission disagrees with the Parliament about the need to wait until the ratification by the Ukrainian parliament of the WTO accession process. When negotiating the negotiating directives, the Commission and the Council agreed in a specific declaration to launch the FTA negotiation once Ukraine has completed its WTO accession process, i.e. when the WTO accession Working Party report has been adopted by the WTO General Council. The Commission together with the Member states considers that waiting for the ratification of the deal by the Ukrainian parliament would delay the negotiation process for several months.

Paragraph 6: The Commission has some doubts about the resolution's stance urging the Commission and the government of Ukraine to establish a Sustainable Development Forum, open to representatives of civil society, with a strong climate change component, even before the conclusion of the negotiations of the FTA. Indeed, the on-going Sustainable Impact Assessment is focussing on the sustainable impact at large of the future FTA (including the environmental issues) and the Commission carried out a deep civil society dialogue on the issue both with the EU and the Ukrainian civil societies, which proved to be very useful. Furthermore, the EU side already foresees to establish in the framework of the New Enhanced Agreement a new institutional platform for enhancing cooperation between EU and Ukrainian civil society representatives.

Paragraph 9: The resolution calls for the granting to Ukraine of further trade preferential treatment going beyond the GSP ahead of the FTA negotiations: the Commission does not share at all the view of the resolution on this issue. The resolution recalls that the Generalized System of Preferences (GSP) which Ukraine currently benefits from is of a positive impact on Ukrainian exports: the Commission agrees with this. However, it disagrees with the demand of the Parliament to further grant the so-called "GSP+" to Ukraine. The "GSP+" regime is granted upon objective criteria that Ukraine does not meet. The "GSP+" is granted to those developing countries most in need, in particular the smallest ones.. Introducing an ad-hoc clause for Ukraine would be contrary to the EU policy of non discrimination among the developing countries. Beyond this, granting "for free" one of the most generous tariff regime to a country with which we are at the edge of launching FTA negotiations would be detrimental to the EU negotiating position.

Paragraph 12: The Commission disagrees with the idea that energy as a public service not to be liberalized. The Commission's policy is to favour the opening up of energy markets to competition as a means to ensure access to secure and affordable energy. This will be an important subject in the future FTA negotiations with Ukraine. As for concerns on safeguarding the basic needs of the population, EU legislation on liberalisation includes significant provisions intending to ensure protection of consumers and safeguard their basic needs.

Paragraph 23: The Commission disagrees with the fact that a multilateral rule-setting approach and a bilateral one contradict with each other as far as climate change and energy matters are concerned. On the contrary it considers that the approaches are supportive of each other. Beyond the multilateral commitment of Ukraine in this regard, the Commission, supported by the EU Member states, will put a strong focus on energy issues in the New Enhanced Agreement currently under negotiation with Ukraine.

Paragraph 38: The Commission agrees with the resolution that working towards regulatory cooperation in the phyto-sanitary (SPS) field and going towards the highest level of protection of geographical indications are key objectives. However it considers that both geographical indication and SPS issues must be dealt with within the future FTA.

Paragraph 43: As for economic relations with neighbouring countries, the resolution suggests a three-way dialogue (EU-Russia-Ukraine). The Commission considers that we must be very prudent not to duplicate processes on topics already covered in other fora. Furthermore, the question arises whether the EU would not risk to be drawn into bilateral disputes between Russia and Ukraine. Also the Commission would question in general who would profit from such an approach.

Paragraph 51: In response to the resolution calling for Ukraine's integration to Europe, the Commission considers that the New Enhanced Agreement between the EU and Ukraine will bring this country as close as possible to the EU in as many areas as possible, while not prejudging any possible future developments in EU-Ukraine relations, in accordance with the treaty provisions.
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