Follow-up to the European Parliament resolution of 12 September 2017 on 
the impact of international trade and the EU’s trade policies on global value chains
2016/2301 (INI)
1.	Rapporteur: Maria ARENA (S&D/BE)
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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 resolution focuses on Global Value Chains (GVCs) and a wide-range of issues linked to their responsible management. The resolution points out that GVCs are a key feature of today's global economy. It acknowledges that GVCs come with a number of opportunities and challenges on aspects notably linked to economic growth, sustainable development and human rights. The resolution also mentions the role of the different actors in addressing responsible management of GVCs such as governments, international organisations and companies.
The resolution calls for further actions in a broad spectrum of areas such as corporate social responsibility/ responsible business conduct and internationally agreed guidelines and processes on due diligence, trade and sustainable development, access to judicial remedies, gender equality and children's rights or work with developing countries. The resolution calls for consideration of several measures of relevance for a number of internal and external EU policies.
The Commission shares the Parliament's wish to address challenges and opportunities linked to GVCs as well the 2030 Agenda and its Sustainable Development Goals which is central to EU policies, including trade and investment. The Commission is addressing responsible value chains issues on a regular basis and through a wide range of internal and external policies and instruments. The Commission will continue to work closely with the European Parliament and all relevant stakeholders in this regard. While a number of recommendations put forward in the resolution are in line with the EU policy, some would require significant policy changes and would pose questions with regard to their desirability and feasibility.
7.	Response to requests and overview of action taken, or intended to be taken, by the Commission:
The Commission is keenly aware of the need for coherence between various policy initiatives of the Union, and aims for proposals and actions that mutually reinforce each other in the pursuit of the overarching objectives of the Union as enshrined in the Treaties. The Commission therefore actively works to ensure coherence across the wide range of EU policies, and specifically inserts coherence considerations into the preparation of any proposal (paragraph 1).
Concerning trade defence instruments (TDI) (paragraphs 4 and 5), the Commission fully acknowledges the need for strong and efficient TDI to help ensuring that EU companies enjoy fair competition in the realities of today's complex global value chains. The Commission has been undertaking numerous steps in recent years to reshape and modernise the EU's trade defence instruments in order to adapt it to those realities. Currently two important Commission proposals are subject to the legislative procedure: a Regulation on the modernisation of trade defence instruments[footnoteRef:1] and a Regulation on a new anti-dumping calculation methodology[footnoteRef:2]. On the latter, a provisional political agreement was found in the trilogue on 3 October 2017, paving the way to making TDI even more effective in tackling significant distortions hitting EU businesses, and also including provisions to take into account social and environmental standards. [1: 	COM(2013) 191, COM(2013) 192]  [2: 	COM(2016) 721] 

The impact of the use of TDI by the EU on the EU businesses activity within global value chains is under evaluation in each TDI case in the assessment of the Union interest test. In relation to that, the Commission also monitors trade flows of products subject to TDI measures, which also gives an idea on their impact. Moreover, in a broader dimension, evaluations of TDI impacts, including on value chains in which EU businesses are present, have been carried out in the course of preparation of the Commission's proposals aimed at reshaping the EU's TDI instruments. The analysis and findings regarding this topic can be found in the relevant impact assessments and non-confidential parts of accompanying studies, both published on the Commission's website[footnoteRef:3]. As for third country cases, even though the Commission does not carry out any specific evaluation regarding their impact on global value chains, the Commission does closely monitor such activity and reports on that annually to the European Parliament and the Council in its reports "On third country trade defence actions against the European Union". These reports notably make sectoral and product distinctions and quantify the trade values concerned. [3: 	See the Staff Working Document SWD(2013) 105, and the related independent study "Evaluation of the European Union’s trade defence instruments" (Report and annexes), as well as the Staff Working Document SWD(2016) 370] 

In relation to coordination and supervision of import duties (paragraph 6), the Commission stresses that customs controls are carried out by Member States and are based primarily on risk analysis. In order to contribute to the uniform application of risk criteria and standards, an implementing act on EU common risk criteria for financial risks is being prepared. Those common risk criteria should further contribute, inter alia, at identifying customs declarations in which the tariff classification, origin or customs value of goods are falsely declared. Other instruments of customs cooperation, including mutual administrative assistance in customs matters and administrative cooperation on the verification of origin with third countries, are at the disposal of the customs authorities in the Union to identify possible breaches of rules in these areas.
On World Trade Organisation (WTO) related calls (paragraph 7), the Commission underlines that WTO Director-General Roberto Azevêdo has emphasized the importance of the WTO’s close cooperation with the wider United Nations family towards meeting the Sustainable Development Goals (SDGs). SDGs put significant emphasis on the role that trade can play in promoting sustainable development. The WTO activities include a number of elements in relation to the SDGs, notably on Goal 2 (through the inclusion of topics related to trade restrictions and distortions in world agricultural markets to the WTO agenda), Goal 3 (through WTO's rules on intellectual property to protect public health), Goal 8 (through the WTO's Aid for Trade initiative), and Goal 14 (through ongoing negotiations by WTO members on fisheries subsidies). The WTO also contributes to Goal 17 by striving to ensure that more people can participate in the trading system. For example, the WTO provides technical assistance to build trade capacity in developing countries. The WTO also supports implementation of decisions that WTO members have taken, e.g. the Trade Facilitation Agreement (simplification, modernization and harmonization of export and import processes) which entered into force on 22 February 2017 following its ratification by two-thirds of the WTO membership. Moreover, the Addis Ababa Action Agenda, an integral part of the 2030 Agenda for Sustainable Development, promotes an approach aiming at mobilising all means of implementation in order to achieve the SDGs, highlighting international trade as an engine for development.
On work with the International Labour Organisation (ILO) on decent work and GVCs (paragraph 12), the EU and the Member States, with the support of the Commission, are engaged in the follow-up to the conclusions of the 2016 International Labour Conference on decent work in global supply chains and the implementation of the related programme of action. This includes the preparations for an ILO meeting to deal with "what more is needed as regards guidance, programmes, measures, initiatives or standards" as well as the promotion of the ILO Tripartite declaration of principles concerning multinational enterprises and social policy, which includes due diligence  and human rights risks resulting from business relationships in its revised version of 2017. Decent work in global supply chains is further a major area of cooperation between the ILO and Commission, in particular as regards Occupational Safety and Health, social dialogue, child labour and forced labour.
In relation to rules on Corporate Social Responsibility (CSR)/ Responsible Business Conduct (RBC) and due diligence (paragraphs 9, 14, 26 and 41), the Commission shares the Parliament's view on the importance and need of strengthening CSR/ RBC in Global Value Chains, including with regard to human rights.
The Commission continues to be proactive in its pursuit of promoting CSR/ RBC through all its policies. Ensuring and speeding up the effective implementation of the recently adopted legislative measures and consolidating the implementation of other recent important EU initiatives relating to action on CSR/ RBC should also help to promote responsible behaviour by companies and investors including outside the EU and in particular developing countries. For instance, the EU has put legislation in place in the area of CSR/ RBC, such as the 2014 non-financial disclosure Directive[footnoteRef:4] for certain large EU companies. This law requires companies with more than 500 employees to disclose information on policies, results and risks concerning environmental aspects, social and employee-related matters, respect for human rights, anti-corruption and bribery issues. The Commission is now gaining experience as the related guidelines on its implementation are being adopted. [4: 	Directive 2014/95/EU] 

In addition, the recent interim report of the Commission's High Level Expert Group on Sustainable Finance recommended action on an explicit board responsibility for companies on sustainability taking into account all the key pillars of sustainability, and the Commission already announced in the Letter of Intent under the State of the Union 2017 that an Action Plan on sustainable finance, including regulatory measures, will be prepared.
In relation to the calls to promote a number of international instruments and guidelines on RBC (paragraphs 21 and 22), the Commission promotes internationally recognised principles and guidelines[footnoteRef:5] – including those focusing on specific sectors – through various actions, and aims at fostering consistency between them. [5: 	These include the OECD Guidelines for Multinational Enterprises, the ILO Tripartite Declaration of Principles concerning Multinational Enterprises and Social Policy, the UN Global Compact and the UN Guiding Principles on Business and Human Rights] 

The Commission actively participates in international fora on CSR/ RBC, contributing to the development of approaches to due diligence in supply chains as well as participating in related outreach activities. The Commission for instance represents the EU in the OECD Investment Committee, which oversees the implementation of the OECD Guidelines for Multinational Enterprises and under which a Working Party on Responsible Business Conduct has been established. Within this framework, the Commission is actively involved in the OECD's sector-specific work in the financial sector, agriculture and minerals supply chains and the textile sector – including through specific projects. For example, in the minerals sector, the Commission recalls that the Conflict Minerals Regulation (Regulation (EU) 2017/821) is consistent with the OECD guidance, and the Commission is actively supporting the broader OECD work in this area.
The Commission is also exploring ways to support and strengthen the OECD National Contact Points – in particular those set up by EU Member States. The Commission also contributes to the work of the ILO on CSR/ RBC. For example, the Commission is developing through the Partnership Instrument with the ILO and the OECD a EUR 9 million pilot project on responsible supply chains designed to promote responsible business conduct approaches in key Asian trading partners (China, Japan, Myanmar, Vietnam, Thailand and the Philippines).
The Commission is also supporting the work of the International Organisation for Standardisation (ISO), also by encouraging ever closer links between the European Standardisation Organisations (CEN, CENELEC and ETSI) and ISO. In the EU, international standards from ISO have primacy over the European ones. Commission services follow the standardisation work of the Global Reporting Initiative related to business economic, environmental and social impact.
In relation to trade agreements (paragraphs 21 and 22), all recently concluded trade and investment agreements contain specific provisions committing the parties to promote CSR/ RBC which refer to internationally agreed instruments in this area. As new negotiations are launched and in accordance with negotiating directives, the Commission aims at giving more prominence to such provisions as well as to include commitments to implement measures to promote the uptake of relevant sectorial guidelines. For example, the Commission has introduced more elaborated CSR/ RBC provisions in the EU textual proposals for the EU-Mexico as well as EU-Mercosur trade negotiations including with regard to due diligence for responsible supply of minerals from conflict-affected and high-risk areas. The civil society structures set up under Trade and Sustainable Development chapters, which include private sector representatives, are useful partners for promoting CSR/ RBC including in specific sectors of relevance in the trade and/ or investment relations with each partner country. For example, in the context of the trade pillar of the EU-Central America Association Agreement, a workshop[footnoteRef:6] dedicated to Responsible Global Value Chains was held on 4 and 5 May 2017 in San José, Costa Rica, involving local and EU actors as well as international organisations. [6: 	For more information, please refer to http://trade.ec.europa.eu/doclib/events/index.cfm?id=1647] 

Concerning support to private-sector efforts, as well as small and medium-sized enterprises (SMEs) in participating in GVCs and integrating CSR in their business operations (paragraphs 27, 32, 36 and 54), the Commission underlines that it already supports the adherence of EU small and micro enterprises to CSR/ RBC and related guidelines such as the UN Guiding Principles on Business and Human Rights. The support structures available to SMEs wanting to access GVCs are in particular the responsible structures of Member States, including Trade Promotion Organisations, as well as Chambers of Commerce in EU Member States, sectorial business associations at the levels of Member States and EU level, "EU-umbrella" business associations and specific SME associations. The Commission has no competence to evaluate these existing support structures. The Commission supports SMEs' access to GVCs as well as international business partnerships between SMEs (via matchmaking events) or technology transfer agreements between small companies through the Enterprise Europe Network, funded by the COSME programme until 2020/ 2021, and the European cluster policy, which includes internationalisation. The main pre-conditions that SMEs can access and participate to GVCs are an appropriate set of regulatory rules and related tests and conformity assessments which allow also small companies to comply with. Therefore the Commission includes in trade agreement negotiations regulatory cooperation chapters, and DG GROW performs regulatory cooperation dialogues. In addition, the Commission is promoting the use of international standards in all fora. The Commission is analysing the need of an update of the strategy "Small Business, Big World" from 2011 in view of SMEs’ engagement in GVCs.
Regarding calls in the area of product life (paragraph 28), the Commission agrees with the European Parliament on the need to take into account the full lifecycle of products and materials when considering GVCs. The Circular Economy action plan of December 2015 stressed that the global dimension of the circular economy and supply chains is prominent in areas such as sustainable sourcing, marine litter, food waste and an increasingly globalised market for secondary raw materials. An extended approach to GVCs, to cover also waste management and secondary raw materials, would also be relevant to reach the SDGs of the 2030 Agenda for Sustainable Development, in particular the Goal 12 targets: by 2020, achieve the environmentally sound management of all wastes; and by 2030 substantially reduce waste generation through prevention, reduction, recycling and reuse. It is thus essential to opt for legislation and policies that move away from waste disposal and higher up in the waste hierarchy[footnoteRef:7]. [7: 	An approach similar to the EU waste hierarchy was also agreed internationally: see decision BC-10/2 of the Basel Convention,	 http://www.basel.int/Implementation/StrategicFramework/Decisions/tabid/3808/Default.aspx] 

The Commission plays an active role in supporting third countries in the area of waste management. Within the framework of the Basel Convention, the Commission participated in the development of a toolkit adopted in May 2017 to support the environmentally sound management of waste, consisting of guidance for governments and stakeholders. New actions under this convention cover the management of household waste, marine plastic litter and micro-plastics. The EU is also a driving force in the UNEP processes promoting the sound management of waste globally under the 2030 Agenda for Sustainable Development. Further, the Commission provides funding to waste management projects in third countries.
On trade agreements (paragraph 35) and in relation to calls related to impact assessments (paragraph 35 a), in line with the Parliament's recommendation, the revised handbook for Sustainability Impact Assessments (SIAs) published by the Commission services in 2016 requires SIAs to analyse potential impact on human rights and gender. The Commission carries out ex-post evaluations of its trade agreements once sufficient time has elapsed to enable relevant conclusions to be drawn. Evaluations include a 12-week public consultation, and reports are made public.
In relation to the recommendations regarding Trade and Sustainable Development (TSD) Chapters (paragraphs 35 b and 35 d), the Commission takes note of the proposals made, which are pertinent to the debate it launched on 11 July 2017 on more effective implementation and enforcement of these Chapters. A number of the recommendations are already part of the EU's approach to Trade and Sustainable Development.
With regard to the recommendations on anti-corruption and trade agreements (paragraph 35 c), the Commission welcomes Parliament's support for the Commission's policy pledge to negotiate anti-corruption provisions in future free-trade areas (FTAs), and in particular to promoting active participation of civil society in the fight against corruption. The Commission has put forward a proposal which reflects the suggestions raised by the Parliament in its resolution. The initial proposal is currently under discussion with Member States and will be presented to Mexico in the coming weeks.
Concerning tax transparency and trade agreements (paragraph 35 e), preventing tax evasion/ avoidance and money laundering are high on the Commission's agenda. The Commission recognises the need for joined-up strategies across different areas of economic policy to address aggressive tax planning and tax avoidance strategies, and confirms that trade agreements can support efforts to promote international standards of transparency and good governance and thus reinforce efforts taking place through international cooperation in the Financial Action Taskforce (FATF) and the OECD on standard setting in the fight against tax avoidance and money laundering. Reflections are ongoing, including with Member States in the Council, on how to update the approach to good governance in the tax area as set out in a Commission Communication adopted in January 2016 for an External Strategy on Taxation, which proposes a more coherent EU approach to working with third countries on tax good governance, including through bilateral agreements and dialogues.
The need for greater synergies between cooperation and investment and the implementation of trade agreements between the EU and partner countries will also be addressed by the Commission in line with the New European Consensus on Development (paragraphs 35 f and 35 g).
The Commission is seeking to include SME provisions in all new trade agreement negotiations. Discussions on an SME Chapter have been part of the negotiations with Japan, Mexico and Mercosur. The Commission is notably requesting a SME Chapter for negotiations with Indonesia and Tunisia and will do so for the negotiations with Chile, Philippines, Australia, New Zealand and other future negotiations (paragraph 36).
On the application of labour and environmental standards in Export Processing Zones (EPZs), the Commission includes commitments to the respect of ILO core labour standards and Multilateral Environmental Agreements. These international commitments should apply throughout the territory of the Parties (paragraph 37).
In relation to labelling requirements (paragraphs 38 and 39), the Commission adopted on 29 September 2013 a report regarding possible new labelling requirements of textile products (COM(2013) 656 final), where it assesses the need for possible new requirements and the desirability and feasibility of harmonising the labelling and marking of textile products, including environmental and social labelling. The report concluded that the current labelling requirements for textile products are adequate. Before considering mandatory measures, the full potential of existing tools and measures, including voluntary ones, should be employed. The Commission will continue its work to increase the number of licences under the EU Ecolabel product groups of textiles and footwear as these contain criteria on fair and safe labour standards at the cut/ make/ trim production sites for textile products and at the final assembly sites for footwear. The Commission will also increase its promotional efforts of the EU Ecolabel scheme to assist customers in making informed choices about sustainable products.
Regarding custom data (paragraph 40), Article 12 of the Union Customs Code (UCC) enshrines the confidential nature of customs information (see below). Therefore the established practice in the EU does not foresee publicity of customs information, as customs information is subject to rules on the protection of personal data and of commercially sensitive information. The Commission is nevertheless analysing the feasibility of encouraging Member States to make some EU customs data available to the public upon request.
With regard to calls on gender and trade policy (paragraphs 44 and 45), the Commission is working on the link between trade policy and gender equality as well as how trade can promote women's economic empowerment building on the International Forum on Women and Trade held in June 2017 in Brussels. In this context, the Commission took gender and women’s empowerment into account in its progress report on the implementation of the Trade for All strategy. The Commission agrees on the importance to have a better understanding of the impact of trade instruments on gender equality. To that effect a dedicated Commission study on women's participation in exports was published in June. Gender equality and women's rights have also been progressively included in trade instruments evaluations (impact assessments, SIAs and ex post evaluations). In addition, non-discrimination in employment is also addressed through provisions in all of the EU's recently negotiated trade agreements, and the Commission is exploring how to build further on these provisions. Non-discrimination requirements are also included in the EU Special Incentive Arrangement for Sustainable Development and Good Governance of the EU General System of Preferences (GSP).
At the international level, the Commission promotes gender goals multilaterally and is closely collaborating with the WTO, the OECD and International Trade Center, including on better collecting and using data. The Commission has notably supported Director-General Azevêdo's gender focus at the WTO and co-sponsored a gender specific proposal and declaration being prepared for the WTO Ministerial Conference in Buenos Aires. Finally, the Commission is updating its Aid for Trade strategy, which as a tool of EU development policy follows the commitment of the new EU Consensus on Development to promote women’s and girls’ rights, gender equality, the empowerment of women and girls and their protection as a priority across all areas of action (paragraph 15 of the New Consensus).
Regarding sustainable public procurement (paragraph 49), in its Communication "Making Public Procurement Work in and for Europe" (COM(2017) 572), the Commission highlights the importance of strategic public procurement (a term indicating the use of sustainability and innovation criteria in public tenders) for central and local governments to respond to societal and environmental issues, and recalls the effort of some Member States in making the use of sustainable quality criteria mandatory in public procurement procedures. Furthermore, it states that strategic criteria need to be applied systematically and that public authorities across Europe can support the uptake of such criteria by providing practical support to contracting authorities (disseminating methodologies for benchmarks, regularly updating labels and standard criteria) and by making available library of good practices.
The Commission will work towards a higher uptake of sustainability criteria in partnership with Member States, central and local authorities and all other relevant stakeholders. It will also support this process by producing and updating general guidance on both green and socially responsible public procurement, continue producing and updating GPP (green public procurement) criteria, organising awareness raising events (some at high EU level, such as the June 2017 joint conference with the OECD on Strategic public procurement, some at national level, as a series of workshops to be organized starting in 2018 on the use of social considerations in public tenders) and collecting and disseminating good practices.
In relation to child labour and forced labour (paragraph 50), the Commission already promotes the ratification and effective implementation of ILO fundamental Conventions, including the ones regarding forced labour and child labour in all its trade relations. The Commission looks into ways to enhance the promotion of labour standards and decent work in global value chains as well as the contribution of social partners to their monitoring including in the context of its trade agreements and preferences. It cooperates closely with the ILO in this area, including through projects addressing specific countries or supply chains with high risk of forced labour and child labour, and the publication of a handbook on assessment of labour provisions in trade and investment arrangements.
Concerning support to governments of partner developing countries (paragraph 51), the Commission is playing a key role in promoting the ratification and supporting the effective implementation of international labour and environmental standards – in particular the ILO Conventions and relevant multilateral environmental agreements – within national legislation, regulation and policies in partner countries. Through development cooperation programmes and projects, the Commission supports enhanced compliance with international standards through various activities such as capacity building, technical assistance or trainings for government officials and other stakeholders.
For instance on social standards, the Commission provides technical assistance through the expert facility SOCIEUX+, a proven flexible tool to respond to countries needs on social protection, labour and employment, to improve the capacity of partner countries to design and manage inclusive and suitable labour and employment policies and social protection systems. This facility combines short-term technical assistance actions and knowledge development and sharing activities.
As another example, the Commission financed, through a global call for proposals under the European Instrument for Democracy and Human Rights (EIDHR), actions aimed at improving the implementation of selected core international Conventions in GSP+ beneficiary countries and Kyrgyzstan. These projects seek to support and empower civil society and social partners in contributing to the monitoring of the relevant Conventions, in synergy with the GSP+ process. In parallel, the Commission also awarded a direct grant to ILO under the EIDHR, to support trading partners including GSP+ beneficiary countries to effectively implement international labour standards and to comply with reporting obligations. The objective is to improve compliance with the eight fundamental ILO Conventions in the target countries in view of reducing and progressively eliminating discrimination, forced labour, child labour, and violations of freedom of association. These actions are tailor-made to the needs of each of the countries targeted.
The Commission also promotes the adoption of environment standards, for example through the SWITCH to Green initiative which supports the development of enabling green economy policy and regulatory frameworks and finances private sector initiatives promoting the adoption of green business practices by Micro, Small and Medium Size Enterprises (MSMEs) in Asia, the Mediterranean and Africa.
Concerning respect of the principle of free, prior and informed consent (paragraph 57), the Commission takes strong measures to work towards ensuring that all EU funded development projects are strongly rooted on a rights-based approach to development, encompassing all human rights, as a follow up of the adoption in 2014 of the Commission Staff Working Document[footnoteRef:8] and subsequent Council conclusions[footnoteRef:9]. This provided tools and concrete guidance on the rights-based approach (RBA) to development, which the EU is now implementing across all development programmes. January 2016 saw the launch of a dedicated support programme for the RBA, which combined training and technical assistance to build in-house capacity on the RBA. This programme is mainly for staff in EU Delegations, but Member States, partner countries implementing the European Development Fund, and local CSOs are also able to benefit from this training. In addition, some sectorial guidance were developed and the EC hosted a meeting in 2015 with Member States and UN agencies to share experience and best practices on a rights-based approach to implementing the SDGs. All those RBA material and guidance include reference to the United Nations Declaration on the Rights of Indigenous Peoples and the ILO Convention 169 as well as to the key principle of free, prior and informed consent for indigenous peoples communities concerned. [8: 	SWD(2014)152]  [9: 	Council conclusions on a rights-based approach to development cooperation, encompassing all human rights, 19 May 2014] 

In its 15 May 2017 Conclusions on Indigenous Peoples, the Council notes that "the EU’s rights-based approach to development, encompassing all human rights, should be the main vehicle in external action for integrating the support to indigenous peoples in the EU’s implementation of the 2030 Agenda for Sustainable Development" and "underscores the crucial importance of [EU funded programmes and projects under all aid modalities] to secure their full participation and their free, prior and informed consent in a meaningful and systematic way, and to inform and underpin EU external action policy and its implementation worldwide". This approach is firmly supported by the Commission and fully integrated into the Commission's daily work.
With regard to recommendations on the Generalised System of Preferences (paragraphs 55 and 60), Commission services and the EEAS continuously and systematically monitor the compliance of beneficiaries with their obligations under GSP+, which include the effective implementation of the GSP+ relevant human rights conventions, labour rights conventions and conventions on environmental protection and good governance. Based on available reports from international monitoring bodies, such as the UN and the ILO, and other reliable and accurate information, the Commission raises the most salient shortcomings with GSP+ beneficiaries. Non-compliance with GSP+ conditions are thus addressed via various channels, including bilateral dialogues, the scorecard exercise (list of issues) and monitoring visits. For all GSP arrangements, the GSP Regulation foresees procedures in case of serious and systematic violation of the fundamental human rights and labour rights conventions.
The GSP mid-term review is currently on-going and will present an in-depth quantitative and qualitative assessment of the economic, social, environmental and human rights impact to assess whether the 2012 reformed GSP Regulation is on track to achieve its objectives. It would therefore be premature at this stage to refer to possible changes to the GSP Regulation. The Commission takes the view that any potential new GSP Regulation should not backtrack on the current standards as covered by the conventions in Annex VIII of the GSP Regulation. The Commission welcomes the input of all stakeholders and is in the process of analysing the comments and suggestions received. The Commission works closely with the ILO in the assessments of GSP+ beneficiaries' compliance with the relevant labour rights conventions.
On Rules of Origin (RoOs) (paragraphs 59 and 60), the Commissions stresses that the WTO Agreement on Rules of Origin provides some general principles on preferential rules of origin but does not foresee any harmonisation of product specific rules and leaves it to the WTO Members to shape the rules in their FTAs. The harmonization programme for non-preferential rules of origin has been discussed for almost 20 years, but it has not been finalised. For some products where the tentative consensus was reached in the WTO, the EU has also introduced such rules in its FTAs.
In 2011 the Commission conducted a reform of EU preferential rules of origin under the GSP scheme that serves as a model for the ongoing and future FTAs. The rules were simplified and relaxed reflecting the balance of interests in the EU and participation of the EU industry in the global value chains. For instance, the maximum percentage of non-originating materials for industrial products increased from 30-40 % of the price of the final product to 50%, as a general rule. As part of EU GSP rules of origin, the Commission introduced additional flexibilities for Least Developed Countries (such as 70% of non-originating materials for industrial products and "single transformation" for textiles and clothing). The EU rules of origin for Least Developed Countries conform with the guidelines of the 2015 Nairobi Ministerial Decision on Preferential Rules of Origin for Least Developed Countries. It should be noted that if the preferential rules are completely flexible, they lose their purpose. Taken to the extreme, if the requirements on foreign value added were lowered to zero for a given product in an FTA, the EU would have de facto eliminated its duties for that product with the entire world, as any product manufactured elsewhere would be originating in the EU's FTA partner.
In the case of negotiations on FTAs with countries benefiting from GSP and EBA preferences, the Commission takes into account their status in the design of RoOs to support economic processes.
[bookmark: _GoBack]Concerning geographical indications (GIs) (paragraph 62), the Commission welcomes the support to its commitments on intellectual property rights (IPRs). With regards to non-agricultural GIs, the Commission is actively looking into the issue. The Commission stresses that there are divergent opinions in the Council on the matter. The Commission is continuing its efforts, together with the Member States, to further improve the enforcement of IPRs, both at the EU border and in third countries.
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