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4.
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5.
Competent Parliamentary Committee: Committee on International Trade (INTA)

6.
Background of the resolution:

This resolution marks the fifth anniversary of the implementation of the EU-South Korea Free Trade Agreement (FTA) that has been provisionally applied since 1 July 2011. The lead Committee – INTA – launched work in summer 2016 on the own initiative report taking stock of the implementation of the agreement, with the EMPL Committee providing an opinion. The European Parliament plenary session adopted the resolution on 18 May 2017.

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

The resolution stresses the unprecedented nature of the agreement and acknowledges its positive impact on trade, socio-economic development and integration between the two parties to the agreement. It underlines the fact that since the implementation of the Agreement, EU exports to Korea have grown significantly, and the EU's trade deficit has turned into a surplus. Trade in services and direct investment in both directions have also increased a lot. The resolution supports the further deepening of the trade and investment relations between the two parties to create economic growth and sustainable development for the benefit of EU and Korean citizens, and to contribute to a strategic partnership. However, the resolution also expresses concerns on some outstanding points, especially in the Trade and Sustainable Development (TSD) chapter (labour rights).

The resolution calls on the Commission to conduct further analyses regarding the consequences of the Agreement on consumer welfare, entrepreneurs and the European economy, and to more effectively inform the public about the results (paragraphs 1 and 2). It urges to take stronger actions on labour right violations in Korea by launching formal consultations with the Korean Government and, should such consultations fail, calls on the panel of experts to take action and to continue the dialogue (paragraph 5). In order to address the significant difference in the level of utilisation of preferences between EU Member States, the European Parliament suggests conducting further analyses to maximise the utilisation of trade benefits (paragraph 6). The resolution also points to a number of shortcomings in addressing Technical Barriers to Trade (TBT), Intellectual Property Rights (IPR), Sanitary and Phyto-Sanitary (SPS) measures, Rules of Origin (RoO), custom-related matters (paragraph 7), and Non-Tariff Barriers (NTBs) recently created by Korea (paragraph 8). The Commission and EU Member States are furthermore invited to take effective steps to raise awareness among small and medium-sized enterprises (SMEs) regarding the opportunities that the Agreement has created (paragraph 9). Finally, in the event of negotiations on an investment chapter, which the resolution links to trade and sustainable development, the European Parliament requests not to use the old Investor-State Dispute Settlement (ISDS) method, but to build on a new Investment Court System, and in the long term to work towards a multilateral investment court system (paragraph 10).

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

Paragraphs 1 and 2: As regards an in-depth analysis of the impact of the agreement and its communication to the public, the Commission has commissioned an external ex-post evaluation of the first five years of FTA implementation that will be published in the summer 2017. In the course of the evaluation, stakeholders and the civil society have been widely consulted, including in two dedicated stakeholder meetings. This ex-post evaluation adds to the annual reports and to the regular monitoring reports on sensitive sectors that are regularly submitted by the Commission.
Paragraphs 5 and 7(d): In the area of Trade and Sustainable Development (TSD), the Commission shares the concerns regarding the respect by Korea of the International Labour Organisation's (ILO) fundamental principle of freedom of association and right to collective bargaining, and the outstanding ratification of ILO core conventions. These concerns have been firmly raised by the Commission during the five meetings of the Committee on Trade and Sustainable Development and twice in the ministerial Trade Committee, most recently on 16 December 2016, in addition to letters addressed to the responsible Ministers.

Furthermore, the EU and Korean Domestic Advisory Groups, as well as the Civil Society Forum have been established. They gather representative organisations from civil society with the key role of advising the EU and Korea on the implementation of the Trade and Sustainable Development Chapter. They have met on a regular basis, and often back-to-back with the Committee on Trade and Sustainable Development to ensure a close interaction between governments and civil society.

The EU and Korea have also carried out a cooperation project under Annex 13 of the FTA related to the implementation of ILO Convention 111 on discrimination in employment and occupation, published on 31 May 2017. The cooperation project consisted of a comparative study on the implementation of ILO Convention 111 in Korea and EU Member States, providing a set of practical policy implications to enhance the implementation of the Convention. The EU and Korea may also consider other cooperation projects to facilitate positive developments.

The Commission is determined to ensure that progress is made in implementing the Trade and Sustainable Development chapter of the FTA. As the issues at hand touch on societal aspects which are sensitive in the domestic context, dialogue and cooperation are in principle the best way of achieving long-term results. The Commission will as a matter of priority raise the issue with the new Korean government. Based on these discussions, the Commission will consider all options available under the FTA.

Paragraphs 6, 7(e), 9 and 10: The overall average preference utilisation rate by EU companies has increased over the years to 71 % in 2016 (2015: 68%, 2014 and 2013: 65%). It is lower than the Korean preference utilisation rate that rose from initially 84% to now 87% in 2016. Big variations exist also between EU Member States. There are a number of factors that might hamper the preference utilisation by EU companies: customs and approval procedures, erroneous applications or interpretations, lack of information. With the aim of reaching the highest percentage possible and further facilitating the daily life for our economic operators, the Commission is analysing and discussing the different elements with the Korean side, most recently in the Customs Committee on 7 April 2017 (improvements related to the rules of origin protocol).

Paragraph 7: Though overall the implementation of the FTA works well, there are a number of areas that require further improvements. The Commission is addressing these issues in the 14 Committees and Working Groups established under the FTA, in addition to several sectoral dialogues.

As for rules and procedures governing certificates for machines exported to Korea, the issue has been raised on several occasions with the Korean authorities, most lately on 14 June 2017 in the Trade in Goods Committee. Korea agreed to ensure more transparency and timeliness in granting the certificates, and other aspects are under discussion. The issue has not prevented market access for EU machineries that have seen exports to Korea growing continuously (paragraph 7(a)).
Sanitary and Phyto-Sanitary Measures (SPS) are addressed in a specialised Committee and repeatedly at ministerial level under the FTA. The Commission has also been using other means to increase the pressure, namely the WTO SPS Committee in Geneva (paragraph 7(b)).

One of the most important remaining problems concerns the Korean ban on beef from EU Member States that has been in place for more than 15 years following the outbreak of the BSE (mad cow) disease at that time. The Commission considers the Korean measure discriminatory, scientifically not justified and not in line with international standards and the WTO SPS Agreement. The approval process that started on a number of EU Member State applications has been too long and cumbersome. The Commission will continue to engage with Korea and consider all available options for achieving progress on this front (paragraph 7(b)).

The overall exports of pork meat have almost tripled since the provisional application of the FTA. However, there are Member States that face difficulties in the context of the outbreak of African Swine Fever, as Korea has not accepted the WTO principle of regionalisation, i.e. the concept that countries should allow trade from disease-free areas within a country affected by the disease (paragraph 7(b)).
Dairy products are among the products whose exports have grown most since the provisional application of the FTA. More Member States are exporting dairy products, and also the variety of products has increased. However, there are some issues with regard to new Korean certification requirements, and with regard to certain raw milk cheese products. Following bilateral discussions, Korea recently modified its legislation to allow already certain raw milk cheese products (paragraph 7(b)).

The Commission is closely monitoring the implementation of the international obligations of Korea concerning intellectual property rights. Among others, the Commission is in regular contact with the Ministry of Culture, Sport and Tourism on the implementation of the public performance rights both sides committed to under the EU-Korea FTA, and has replied to the recent public consultation in Korea on the matter. The Commission is also urging Korea in a dedicated Working Group to process new geographical indication requests and agree to add them to the FTA geographical indication list (paragraph 7(c)).

With regard to Rules of Origin and customs matters, the Commission is elaborating an explanatory note with Korea to facilitate the implementation of the verification procedure (Rules of Origin Protocol). The discussions advanced well at the 5th Customs Committee on 7 April 2017. Further improvements could be considered in the context of amendments to the FTA and its protocols (paragraphs 7(e), 7(f) and 10).

Paragraph 8: The Commission has been regularly addressing the issues of vehicle type homologation certification with the Korean authorities. They have been raised with the Korean Minister of Trade, Industry and Energy both in writing and during the Trade Committee on 16 December 2016 in Brussels. The Korean side provided certain information with regard to defects discovered during their verification process. This has been further addressed in the Working Group on Motor Vehicles and Parts on 13 June 2017.

Paragraph 9: As regards information and awareness raising for SMEs, the Commission provides comprehensive information and specialised practical brochures on its website. The Market Access Database offers – online and for free – the latest information on tariffs, market access requirements and statistics. In the context of its efforts to support the internationalisation of SME, the Commission promotes the FTA through the "SME Internationalisation Portal", the Enterprise Europe Network with about 700 partners such as European business organisations covering all EU countries, or in regular meetings with trade promotion organisations of EU Member States. In addition, in line with the EU trade policy "Trade for All", the "enhanced partnership" between the Commission, Member States and European business organisations includes FTA implementation, encouraging Member States and business organisations to increase their outreach to SMEs.

Paragraphs 10, 6 and 7(a), (e), (f): As regards exploratory discussions on possible amendments to the FTA and its protocols and annexes, the Commission aims for the inclusion of repaired goods in the FTA, of truck tractors in its motor vehicles annex and a change to the direct transport clause in its Rules of Origin Protocol. Providing for a non-manipulation rule instead of a direct transport rule would better reflect nowadays business reality, similar to other updates of the rules of origin and customs procedures that the Commission is exploring.

Korea is interested in the inclusion of an investment protection chapter in the FTA. However, at this stage, Korea is not ready to go ahead on the basis of the new Investment Court System which is a fundamental element of the European Union's investment protection policy. Rapid progress in this field is thus unlikely, and the Commission believes that the implementation of the trade and sustainable development chapter of the FTA should be pursued on its own merits and based on the existing provisions and commitments, which are considered necessary and appropriate for the implementation of this chapter.
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