European Parliament resolution on the trade and economic relations with Korea
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6.
Brief analysis/assessment of the resolution and requests made in it:

The Resolution has been adopted in the context of the ongoing Free Trade Agreement (FTA) negotiations with the Republic of Korea (Korea). Noting the importance of the bilateral trade and economic relationship, the resolution highlights the major challenges that Korea and the EU are facing in their endeavour. The debate has been largely consensual, the Commission welcoming excellent work done by the rapporteur and his staff in producing a comprehensive and balanced report.

The resolution represents an expression of the importance which the Parliament assigns to the Community trade policy, and in particular the Commission's 2006 'Global Europe' agenda. The negotiations of a new generation of ambitious and comprehensive FTAs with Asian countries constitute a major plank of that new trade policy initiative, and the FTA negotiations with the Republic of Korea are the most advanced. The Commission welcomes the support by the Parliament for its policy.

While emphasizing the primacy of the WTO framework, the resolution notes (Recital C) that bilateral and inter-regional trade agreements can complement the WTO rule book by covering issues such as social and environmental standards where it is currently difficult to find multilateral agreement. Moreover, it recognises (Recital G) the importance of EU-Korea trade relations and the fact that, according to studies, (Recital J) an EU-Korea Free Trade Agreement (FTA) could produce substantial economic gains for both parties.

The recommendations in the Resolution are directed mainly to the Commission and to the Republic of Korea. They focus on specific issues included in the framework of the EU-Korea FTA negotiations. The Resolution seeks to address a set of aspects including: general and sectoral issues, sustainable development, North Korea and Gaesong, and the role of the Parliament in trade negotiations. More specifically, the European Parliament emphasises the importance of producing an ambitious, high quality agreement going beyond tariff reduction. It asks for dismantling of non-tariff barriers (NTBs), opening of services sector and enforcing Intellectual Property Rights (IPRs) in Korea. The Resolution also recognises the importance of inclusion of the Singapore issues (trade and investment, trade and competition policy, transparency in government procurement, and trade facilitation) in the ongoing talks. Furthermore, some recommendations (Paragraphs 7-16) are focused on the sustainable development aspect of the negotiations including: quicker tariff reduction for environmental-friendly products, progress with ratification and enforcement of core ILO standards, Korea's involvement in a post-2012 regime for combating climate change and inclusion of binding social and environmental clauses into the agreement.  The Resolution also addresses the technically and politically complex issue of inclusion of goods from the North Korean Gaesong Industrial Complex into the agreement.

6.
Responses to requests and overview of action taken, or intended to be taken by the Commission:

The Commission welcomes the interest shown by the European Parliament regarding the EU trade and economic relations with Korea, and in particular the ongoing negotiations for a Free Trade Agreement with Korea. In addition to the replies given by Commissioner Peter Mandelson during the session on 13 December 2007, and within the constraints of an ongoing negotiation, the Commission would like to offer the following additional observations:

1-6
The Commission notes broad convergence with the Parliament as regards the general approach to these FTA negotiations. This holds true, notably, concerning the primacy of the WTO and the ongoing multilateral DDA negotiations, and the selection of Korea as FTA partner based on economic criteria. These negotiations are comprehensive, also including e.g. investment, competition, procurement and trade facilitation and aim for a high quality outcome.

7-16
The increasing importance assigned to the subject of trade and sustainable development is borne out by the fact that this subject is receiving special attention in these negotiations. They aim at an ambitious and comprehensive text also meeting climate change objectives.

A Trade and Sustainable Development Forum could play a valuable role in ensuring that greater market opening is accompanied by rising environmental and social standards. The Commission has been pushing for the inclusion of civil society in the implementation of the agreement. This is to strengthen the cooperative tone in the enforcement of commitments taken in the social, labour, and environmental field which can achieve much more in this area than an appearance of coercion.

As regards the timing of the Sustainability Impact Assessment (SIA), the Commission is committed to ensure that the outcome delivered through the Trade SIA will be fed into the negotiations. The timeline for the SIA has been accelerated to allow for continuous and rapid feed-back into the negotiation process. The main findings of draft reports in the different phases are being discussed with civil society. Additionally, starting immediately after the launch of the negotiations, the Commission has held meetings with civil society regarding the FTA negotiations.

17-32
The Commission fully agrees with the European Parliament that the currently negotiated FTA should be an ambitious, comprehensive agreement covering a wide range of aspects. As for market access, tariff elimination and services commitments will have to cover substantially all trade. The Commission has set the mark high in offering to eliminate 100% of its tariffs, for all goods.

In addition, the agreement should address rules and regulations with a bearing on trade. The FTA negotiations aim to address these behind the border issues in a horizontal and sectoral way, for both trade in goods and in services.

The Commission agrees that major aspects raised in this regard concern divergence from international standards, labelling requirements, duplicative testing requirements (though not necessarily in form of an MRA), transparency in the pricing and reimbursement of pharmaceuticals, subsidies, protection and enforcement of intellectual property rights, procurement, and competition disciplines. The Commission takes note of the particular sectors, issues, and concerns raised by the Parliament in view of the ongoing negotiations.

As regards intellectual property rights, it should be recalled that the achievements of the WTO Decision on TRIPS and public health should in no way be affected. This is irrespective of the fact that Korea is an OECD member, and was, together with the EU, among the first WTO members starting to bring their legislation in line with that WTO Decision.

The Commission is, in particular, aware of the sensitivity of the EC car industry. At the same time the Commission is seeking real market access for EU cars in Korea notably with respect to Korean automotive standards, which will be key for the conclusion of this FTA.

Additionally, the future FTA will be part of an overall and coherent framework of EU relations with Korea. That agreement will continue to govern political dialogue and bilateral cooperation.

33-37
The Commission notes Parliament's views on the question of including products from the Gaesong industrial complex that remains technically and politically complex.


Furthermore, the Commission notes that it has worked closely together with the Parliament on the present matter, and it welcomes the excellent cooperation with the rapporteur and the Committee on International Trade. The Commissioner responsible for External Trade, and his Directorate General, have regularly updated that Committee. As far as the ratification procedure is concerned, this will depend on the content of the agreement itself, but the Commission is in favour of involving Parliament as much as possible under the Treaty.
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