Follow-up to the European Parliament resolution on Trade and economic relations with China, adopted by the Commission on 8 April 2009
1.
Rapporteur: Corien WORTMANN-KOOL (EPP-ED/NL)
2.
EP reference number: A6-0021/2009 / P6-TA-PROV(2009)0053
3.
Date of adoption of the resolution: 5 February 2009

4.
Subject: Trade and economic relations with China

5.
Competent Parliamentary Committee: Committee on International Trade (INTA)
6.
Background of the resolution:

The Commission welcomes the resolution's clear focus on trade and economic relations with China: China is not only one of the most important trade partners for the EU but also the single most important challenge facing EU trade policy. The resolution's focus on issues such as market access, IPR enforcement, technology transfer, and government procurement provides comprehensive coverage of the main trade points on the EU's agenda with China.  The resolution also refers to links between trade and issues such as human rights, sustainable development, and labour conditions. These considerations form part of the Commission's overall approach when dealing with China and are dealt with in the appropriate fora.

The Commission agrees with the following points:

Openness to trade and investment, commitment to market reform: The Commission agrees with the Parliament on the importance of maintaining open conditions for trade and investment. This is even more relevant in the context of the international economic and financial crisis. Free and fair trade is a prerequisite to maintain a stable and predictable economic environment. Access to raw materials for European producers and better market access for European exporters are prominent objectives of the Commission trade policy towards China.

The effective enforcement of intellectual property rights (IPR): The Commission seconds the Parliament's view that China needs to strengthen enforcement of IPR and step up its efforts to implement its international commitments.

Government Procurement Agreement (GPA): The Commission welcomes the Parliament urging China to provide immediate access to its public procurement market to EU companies established and operating in China, as well as to join the GPA framework as soon as possible.

Chinese standards: European firms are often excluded from standard-setting activities in China. The Commission has stressed that this situation does not encourage foreign investment in China, nor does it promote the search for internationally acceptable solutions. The lack of transparency in China's standards development process is another issue that is regularly addressed by the Commission. There has been some concern that China is developing its own domestic standards despite the existence of internationally established standards.
Market Economy Status: The Commission agrees that China does not fulfil the criteria for Market Economy Status yet and will continue to apply its rules-based technical criteria when evaluating the situation.

Exchange rate of the renminbi: China should make full use of the flexibility of the new exchange-rate regime introduced on 18 May 2007, so as to lead to an adequate reflection of economic fundamentals.
EU Centre for SMEs: The Commission seconds the Parliament's view on the planned EU Centre, which would respond to the genuine needs of EU SMEs and assist them in entering the Chinese market more effectively. The purpose of the EU Centre would be dissemination of information, business networking, and to act as a visible platform for EU SMEs. The ambition of the Centre would be to provide added value and to complement existing European initiatives and services in China.
Sustainable development, human rights and labour conditions: These issues form an integral part of the Commission policies. They are taken into account in various fora. The final report of the Trade Sustainability Impact Assessment on the negotiations on the Partnership and Cooperation Agreement (PCA) with China carried out for the Commission by a consortium of external consultants was published in September 2008.  The Commission will take the findings of the resolution into account during the ongoing negotiations.

7.
Analysis of the text and of Parliament’s requests:

The resolution contains 25 specific requests to the Commission. The Commission agrees with many of them:

Mainly, the Parliament calls on the Commission to:

· Continue and/or enhance its practice of dialogue and engagement with China (paragraphs 4, 44) and of technical cooperation and assistance (paragraphs 43, 66, 74);

· Apply transparency in negotiations and ensure the ongoing involvement of Parliament (paragraphs 34, 70, 75);

· Promote offensive trade interests, such as market access issues (paragraphs 17, 22, 27) as well as defensive interests, such as IPR enforcement; combat counterfeit goods (paragraphs 39, 42, 44), monitor Chinese standards (paragraphs 52, 57); assess China's fulfilment of criteria related to market economy status (paragraphs 36); promote and facilitate business activities (paragraphs 73, 76 and 77);

· Appoint a Vice-President of the Commission as coordinating Commissioner of the High Level Economic and Trade Dialogue Mechanism (HLM) (paragraph 65);

· Advocate principles of human rights, sustainable development, and proper labour conditions when dealing with China (paragraphs 6, 30, 50, 54).

8.
Reply to these requests and outlook regarding the action that the Commission has taken or intends to take:

On 1, the Commission is committed to a policy of engagement and dialogue with China and welcomes the fact that the Parliament shares this point of view. The Commission holds numerous regular dialogues with the Chinese authorities.  The High Level Economic and Trade Dialogue Mechanism provides a forum for dialogue at a strategic level.  Other regular dialogues on or pertaining to trade include the EU-China Joint Committee at Commissioner/Ministerial level), the Trade Policy Dialogue at Director General/Vice-Ministerial level, and the Economic and Trade Working Group at services level.

Technical cooperation and assistance form an integral part of this policy and aim at the successful integration of China into the globalised economy. This is an objective of the EU-China Trade Project (EUCTP), a cooperation project between the European Commission and the Chinese Ministry of Commerce. Additionally, the Commission has funded ambitious cooperation activities in the field of IPR protection, such as the EU-China project on the Protection of Intellectual Property Rights (IPR2), aiming at the adaptation of China's IP system to international standards.

On 2, the Commission notes the Parliament's request to be informed about the impacts of the financial and economic crisis. The Commission will continue to ensure the Parliament is informed about its contacts with China through the established inter-institutional channels.

On 3, the Commission is committed to working at the improvement of business conditions for EU firms in China, especially for EU SMEs operating in the Chinese market. The IPR Helpdesk, as well as the planned EU Centre for SMEs in Beijing, will aim to assist European companies in doing business and provide a platform for networking activities and information dissemination. In the context of the Expo 2010 Shanghai, the Commission notes that the promotion of European business abroad is a competence attributed to the Member States.

The Commission advocates openness in trade for goods and services and continues to cooperate with China on technical matters, striving to create the best possible business and investment environment for companies. At the same time, the Commission is also committed to ensure the proper protection of intellectual property and the safety of the European consumer. A functioning market economy needs to fulfil appropriate technical criteria; the Commission supports China's efforts, including through technical assistance, to fulfil these criteria and will continue to monitor closely China's progress in this area.

On 4, the HLM is a trade and economic dialogue led by the Trade Commissioner in her capacity as personal representative of President Barroso. Future Vice-Presidents of the Commission may not necessarily also have responsibility for trade.

On 5, taking into account the human rights situation and labour conditions, as well as sustainable development principles is part of the Commission's overarching policy objectives. In its dealings with China, the Commission addresses these issues in the appropriate fora and will continue to do so.
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