Follow up to the European Parliament resolution on the conclusion of a Geneva Agreement on Trade in Bananas between the European Union and Brazil, Colombia, Costa Rica, Ecuador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Peru and Venezuela and of an Agreement on Trade in Bananas between the European Union and the United States, adopted by the Commission on 4 May 2011
1.
Resolution tabled pursuant to Rule 115(5) and 110(2) of the European Parliament's Rules of procedure by the Committee on International Trade (INTA)
2.
EP reference number: B7-0074/2011 / P7-TA-PROV(2011)0034
3.
Date of adoption of the resolution: 3 February 2011

4.
Subject: Conclusion of a Geneva Agreement on Trade in Bananas and of an Agreement on Trade in Bananas between the EU and the USA

5.
Brief analysis / assessment of the resolution and requests made in it:
The resolution largely follows the line of the Commission on the fundamental issues of this complex file. There are however several aspects where the EP underlines its requests for further action or bases its position on wrong assumptions and which therefore needed to be addressed by the Commission for the sake of coherent approach and clarity.
· Point 2 of the resolution: "[The European Parliament] ….. calls on the Commission to submit at the earliest opportunity an assessment of the impact of the Agreements on Trade in Bananas on banana-producing developing countries and Europe's outermost regions over the period to 2020;"

Reply: The Commission is ready to consider such an impact assessment should it be deemed necessary. Before bringing it forward, we should give due consideration to: a) possibly narrowing down the scope of such a study. Bananas are a staple food across many countries in the world and almost all developing countries are also banana-producing countries – not all of them export bananas however; b) existing work already done in the area, including academic research, experiences from ongoing monitoring exercises and evaluations of previous programmes. It should also be noted that the draft Regulation on Banana Accompanying Measures (BAM) for African, Caribbean and Pacific (ACP) countries foresees an assessment of the BAM programme 18 months prior to its expiry.

· Point 8 of the resolution: "[The European Parliament] …. stresses, nevertheless, that the Agreements on Trade in Bananas are not likely to pave the way for an agreement acceptable to the ACP countries on tropical products and the erosion of their preferential treatment, since the proposals formulated at the time of the Agreements on Trade in Bananas have already been rejected by some large emerging economies, as demonstrated by the reactions of India and Pakistan at the meeting of the WTO General Council in December 2009;"
Reply: The banana agreements form part of the wider Geneva 2009 Banana Package together with the understanding of the EU, the Latin American and ACP countries locking in the common position of the EU, Latin American and ACP countries on tropical products/preference erosion treatment (TP/PE). This has been one of the key issues during the Doha Development Agenda (DDA) agricultural negotiations and the agreement was reached after comprehensive discussions thus incorporating the concerns of all involved parties.

The Commission is confident that the elements of the Banana Package, including TP/PE, will be part of the WTO Doha Round modalities' text. India and Pakistan welcomed the deal on bananas in the General Council of December 2009, without prejudice to their future position on TP/PE. The position expressed by India and Pakistan should be seen essentially from a tactical manoeuvring point of view.

Points 12-16 and 20 concern the Banana Accompanying Measures (BAM).

[The European Parliament]:

· stresses that the parallel discussions with the ACP countries produced an agreement to the effect that, in addition to regular EU aid, the main ACP banana-exporting countries will receive extra support through a new programme – the so-called ‘Banana Accompanying Measures’ (BAM); stresses that the BAM financing arrangement could be insufficient in terms of resources and too short in terms of its implementing period to provide effective help to ACP banana producers in adapting to the effects of the changes in the EU's import regime; asks the Commission to indicate clearly that the financing arrangement consists of money additional to current development cooperation funds and that it is not just a contribution to national budgets which cannot be earmarked for specific programmes, such as education and diversification; asks the Commission to present a new multiannual financing arrangement;

· Calls on the Commission to conduct an assessment of the BAM 18 months before the programme's expiry, including recommendations on any further measures to be taken and the nature thereof; 

· Firmly rejects any attempts to finance the programme for ACP banana-producing countries by redeploying appropriations from the budget lines for development cooperation;

· Points out that it will be important to allocate the resources from the BAM to countries on the basis of their expected losses in terms of banana exports and production and their level of development, weighted indicators and the volume of their trade in bananas with the EU; stresses the need to strike the right balance between three types of non-mutually exclusive measure that can be taken: those to improve the efficiency of existing production, those to increase the value added locally, and those to help countries diversify away from banana production;

· Calls on the EU and the ACP States to bring forward measures to help heavily banana-dependent States to diversify their economies, including in the form of more Aid for Trade;
· Considers that producers from ACP countries and from the EU and its outermost regions could be significantly affected by the Agreements on Trade in Bananas; calls on the Commission therefore to increase support for them and extend that support to 2020 if necessary;

Reply: The EU is a long-standing provider of support to the ACP banana sectors and their adjustment needs. Between 1994 and 2008 traditional ACP banana-supplying countries benefited from two successive support programmes: the Special System of Assistance (SSA), then the Special Framework of Assistance (SFA). These together allocated more than €450 million. The ten-year SFA ended in 2008, but disbursements of the funds continue. The Commission funded an external evaluation of the programme in 2009. The evaluation found that:

· challenges remain for ACP banana-exporting countries;
· countries need to address them together and with international support.

The Commission has also analysed the impact of changes in the tariff on ACP banana-exporting countries. ACP countries would need to make efforts to adjust to lower tariffs. The situation across ACP banana-exporting countries varies widely:

· some are less competitive and will stop exporting to the EU;

· others could adapt their banana sectors with additional efforts.

In light of the trade agreements, the Commission thus acknowledges that adjustments to cope with new trading arrangements stemming from a faster-than-foreseen cut in preferences may be necessary in a number of ACP countries. The proposal for Banana Accompanying Measures (BAM), which was adopted by the Commission on 17 March 2010, aims to support further adaptation processes in the banana sectors of the main ACP banana-exporting countries.

The draft Regulation providing for the BAM was voted by the European Parliament on 3 February 2011 (second reading) and the legislative package on the Geneva agreements should be consistent with it. The Commission has worked closely and well with the EP on the BAM and a fair compromise on the substance of the BAM has been found. Nevertheless, a disagreement regarding the wider inter-institutional issue concerning 'delegated acts' (Art. 290 TFEU) remains and for that reason only the BAM is currently at an impasse.

The draft Regulation, as voted by the EP Plenary, sets out the allocation criteria, namely: "(a) trade in bananas with the Union; (b) the importance of banana exports to the economy in the ACP country concerned, along with the country's level of development." The draft Regulation as voted by the EP Plenary also provides for an assessment of the BAM to be done 18 months prior to the expiry of the programme, which "shall include recommendations on any measures to be taken and the nature thereof".

The BAM will support the adaptation of areas dependent upon banana exports in ACP banana-exporting countries. The objectives of the programme will be country-specific and tackle: "(a) enhancing the competitiveness of the banana export sector, where this is sustainable, taking into account the situation of different stakeholders in the chain; (b) promoting the economic diversification of banana-dependent areas, where such a strategy is viable; (c) addressing broader impacts generated by the adaptation process, possibly related but not restricted to employment and social services, land use and environmental restoration, and macroeconomic stability."

In view of financing the BAM over the years 2011-2013, the Commission has proposed to mobilise new appropriations (EUR 94 million i.e. fresh ones) complemented with unspent amounts (EUR 96 million). The Commission has thus not proposed any redeployment. In the present tight budgetary situation such a proposal for financing a new initiative shows the firm commitment and the high political priority to find a positive solution for the concerned ACP banana-exporting countries.

Points 19 to 21 of the resolution concern the support to the EU producers.

· [The European Parliament]:
· notes that the POSEI support programme was adopted in 2006 in the light of the agreed WTO European market-access tariff of €176/tonne, which means that the tariff laid down in the WTO Agreements on Trade in Bananas has not yet been taken into account in the POSEI budget; encourages the relevant EU authorities to adjust the support package for domestic EU producers included in the POSEI budget and to take other steps in order to ensure that, in the face of the trend towards the liberalisation of the global trade in bananas, domestic EU producers are able to remain on the market and pursue their traditional activities;

· Considers that producers from ACP countries and from the EU and its outermost regions could be significantly affected by the Agreements on Trade in Bananas; calls on the Commission therefore to increase support for them and extend that support to 2020 if necessary; 

· Notes that banana production in the EU's outermost regions (ORs) meets higher social and environmental standards than is the case in most Latin American countries; draws attention to the fact that in the ORs the use of active agents, such as pesticides, is 20 to 40 times lower than in South and Central American countries, whilst in the phytosanitary field most of the active agents banned under European food safety rules are widely used throughout South and Central American plantations;

Reply: The assumption that the tariff cuts stemming from the Geneva banana agreements have not been taken into account in the POSEI envelope, is incorrect. In the framework of the reform of the banana common market organisation in 2006, an impact assessment was carried out which contained several tariff cut scenarios, including one comparable to the tariff reductions stemming from the Geneva agreements. The impact assessment concluded that thanks to the substantial increase of the banana envelope transferred to POSEI, currently amounting to 279 MEUR/year, the impact of the tariff liberalisation on the EU banana producers would likely remain limited. This conclusion holds true today as well and is further strengthened by statistics on trade flows. During the first eight months of 2010, bananas produced in the EU amounted 423 168 tonnes, compared to 395 682 tonnes in the same period of 2009. This volume represents an increase of 6.9% related to the same period of 2009 and of 9% related to the same period of 2008.

Against this background, the Commission considers that the amount of support currently granted to the banana producers of the outermost regions allows the maintenance of the European production and its protection against competition from third countries exporting bananas to the EU under the progressive reduction of the banana import tariff in the coming years.

Nevertheless, in its recent report on the impact of the 2006 POSEI reform
, the Commission assured that it is closely monitoring the impact of the banana trade agreements, and committed to take appropriate action to mitigate should it be necessary.
· Point 25 of the resolution is on sustainable development: "Considers that access to the EU market should be granted only to producers who respect the ILO's decent labour agenda and human rights and observe environmental rules;"
Reply: The agreements on trade in bananas are international trade agreements, which end the decade-long legal battles and establish a WTO-compatible EU banana importing regime. The agreements phase-in the new tariff (€114/t) through a gradual reduction (over 7 years at the earliest) of the previously applied rate (€176/t). International trade agreements lay down the rules for international trade within the framework of the WTO.

The European Commission is committed to work together with trading partners to improve social and environmental standards and conduct trade policy taking sustainable development into consideration.

Comprehensive sustainable development chapters are incorporated in bilateral trade agreements including agreements negotiated with banana-exporting countries such as the agreement with Central America and the agreement with Colombia and Peru.

At the multilateral level, the Commission works towards improving international governance and increasing coherence within its own policies and among actions in different international fora including the WTO, and the UN and its agencies, notably the ILO.

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

The points made in the EP resolution have been partly or fully addressed by the Commission during the EP Plenary session of 2 February 2011 (banana point discussion), earlier during the EP INTA Committee meetings, or in the Commission's replies to written question from the EP.

In particular, the call for an assessment of the Geneva Agreement on Trade in Bananas was addressed by Commissioner Cioloş during the EP Plenary session; the call for an assessment on the Banana Accompanying Measures has been integrated into the text, and the call for the EU to support banana-dependent states to diversify their economy is addressed by the proposal for Banana Accompanying Measures.
Thus:

· No need for specific action on the banana trade agreements at this stage, because the EP's consent to the banana agreements is not conditional on the Commission's response to the points made in the resolution.

· A coordinated approach (AGRI/BUDG/DEVCO/TRADE) when dealing with the BAM file within the 'delegated acts' discussion affecting all external action instruments needs to be ensured, as the BAM was conceived as part of the wider Banana Package.
----------
� On the basis of their exports to the EU market - more than 10,000t on average over the past ten years - the Commission has identified ten eligible beneficiary countries: Belize, Cameroon, Côte d'Ivoire, Dominica, Dominican Republic, Ghana, Jamaica, St. Lucia, St. Vincent and the Grenadines, and Suriname. Cape Verde, Grenada, Madagascar and Somalia were traditional suppliers and SFA beneficiaries. However, over the past decade, their average export volumes were either 0 or far below 10,000t, and close to zero.


� Report from the Commission to the European Parliament and the Council – First report on the impact of the POSEI reform of 2006 – COM(2010)501.
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