Follow up to the European Parliament non-legislative resolution on the implementation of the Trade Agreement between the European Union and Colombia and Peru
1. Rapporteur: Santiago FISAS AYXELÀ (EPP / ES)
2. [bookmark: _GoBack]Reference numbers: 2018/2010 (INI) / A8-0446/2018 / P8_TA-PROV(2019)0031
3. Date of adoption of the resolution: 16 January 2019
4. Competent Parliamentary Committee: Committee on International Trade (INTA)
5. Brief analysis/ assessment of the resolution and requests made in it:
The resolution stresses the importance of the EU-Colombia and Peru Trade Agreement (the “Agreement”) for establishing a rules-based relationship, anchored in common values and international standards for human and labour rights, the environment and sustainable development. It notes its potential for having a strong positive impact on the socio-economic development of the Parties. It notes that bilateral trade has declined since the Agreement entered into force, but that this took place against a background of declining commodity prices and the economic slowdown in Latin America. It therefore also notes that the Agreement has had a stabilising effect and has contributed to modernisation and diversification of Colombian and Peruvian exports, as well as having a positive impact on both countries’ small and medium sized enterprises (SMEs). The resolution also expresses concerns on some outstanding trade irritants, and stresses the need for effective implementation of the provisions of the Trade and Sustainable Development (TSD) Chapter.
The resolution calls on the Commission to develop joint strategies for the modernisation of the World Trade Organization (WTO) (paragraph 2). It invites it to support the internationalisation of SMEs on both sides with further awareness-raising activities and further analysis of the preference utilisation rate (paragraphs 11, 12 and 13). It asks to ensure a closer monitoring and reporting by the Commission on (sensitive) agricultural products (paragraph 14). It invites to consider a revision of the Agreement to include new areas (paragraphs 18), as well as to monitor domestic reforms in the partner countries on rule of law and good governance, in particular on anti-corruption (paragraph 19). It calls on the Commission to provide partner countries with information and possibly assistance to help them comply with EU food safety standards (paragraph 21). It requests the Commission to pursue the monitoring of EU imports of fresh bananas from the Andean countries (paragraph 33).
On TSD, the resolution calls on the Commission to support Colombia in its efforts to strengthen labour inspections (paragraph 25). It also invites it to indicate the planned follow-up to the submission filed with the Commission in October 2017 by Peruvian and European civil society organisations on Peru’s alleged non-respect of the provisions of the TSD chapter on labour and environment (paragraph 26). Finally, it invites the Commission to increase its efforts to fully implement the 15-point plan on the implementation of Trade and Sustainable Development chapters (paragraph 30).
6. Response to requests and overview of action taken, or intended to be taken, by the Commission:
The Commission welcomes the Parliament’s assessment report on the implementation of the Agreement. This response will address specifically the requests or expectations from Parliament as regards the implementation of the Agreement that were highlighted in the resolution.
Regarding the development of joint strategies for the modernisation of the WTO (paragraph 2), the annual meetings of the EU-Colombia/ Ecuador/ Peru Trade Committee provide a natural platform for parties to exchange views on the multilateral system and ways to improve its functioning. At the latest meeting of the Trade Committee in Quito (Ecuador) on 13-14 December 2018, the EU informed the Andean partners about the various initiatives undertaken to address the challenges faced by the multilateral trade system, and all parties reaffirmed their permanent support to the multilateral system.
With regard to SMEs (paragraphs 11, 12 and 13), the Commission concurs that it is important to provide the best possible opportunities for SMEs to take advantage of the Agreement. The annual report of the Commission on the implementation of the Agreement provides information about the diversification of exports from Colombian and Peruvian SMEs as well as data about the number of SMEs exporting to the EU. In terms of awareness-raising, the Commission draws attention to the fact that it has developed a number of instruments to keep EU SMEs informed– including the Market Access Database, which offers online and for free the latest information on tariffs, rules of origin, market access requirements and statistics. Information is also provided by the "SME Internationalisation Portal" and initiatives such as the Enterprise Europe Network that has over 600 partners in all EU countries and over 30 countries worldwide.
In addition, the ELAN BIZ project set up in 2015 supported European SMEs to seize business opportunities in Latin America, by providing information on how to do business in the seven Latin American countries covered. ELAN BIZ worked mainly through an online platform, providing “info cards” with updated information on market access in each country. It also gave demand-driven information about business environment, through the "Ask the Expert” service with almost 1500 questions responded. The ELAN BIZ project features are now integrated into Market Access Team projects in both Colombia and Peru. In addition, the Commission notes that FTA awareness-raising is a shared task with business organisations and the Member States, which carry out trade promotion activities and are also providing other relevant services to their local SMEs. The Commission also funds locally cooperation projects for information and support to Colombian and Peruvian SMEs.
With regard to preference utilisation rates (paragraph 13), the overall average preference utilisation rate (PUR) by EU companies in Colombia for 2017 was 68 % and 52 % for EU companies in Peru. In 2017, the PUR on imports into the EU from Colombia and Peru remained stable at a rate of 97 % and 96 % respectively. There are a number of factors that may hamper the preference utilisation by EU companies, including customs and approval procedures, erroneous applications or interpretations and lack of information. With the aim of reaching the highest percentage possible and further facilitating the daily life for economic operators, the Commission is deepening the analysis of the current situation. It is discussing the different elements with the Andean countries in the framework of the Sub-committee on Market Access established by the Agreement, whose most recent meeting took place on 12 December 2018 in Quito (Ecuador). In this context, the Commission stressed the need to have reliable data to get a better view of the effects of the Agreement and explore means to assist economic operators, in particular SMEs, to make better use of these opportunities. In addition, the EU delegations regularly organise events to in order to raise awareness of the Agreement. To give an example, in November 2018, the EU delegation in Lima organised a workshop with European industry in Lima on the Agreement, notably to identify causes of the low utilization rate of EU exports to Peru.
With regard to closer monitoring and reporting by the Commission on agricultural products (paragraph 14), the Commission assesses every year trade flows (both imports and exports) and discusses the results of this assessment with the Andean countries in the context of the sub-committee on Agriculture established by the Agreement. In these discussions, both sides have the opportunity to share views on the possible impact on their local producers. With relation to sensitive agricultural products (paragraph 15), tariff-rate quotas have been established for a series of products imported from Colombia and Peru. Detailed information about the actual use of each tariff rate quotas (TRQ) is available online in the Tariff Quota Consultation database of the European Commission. Furthermore, the annual report of the Commission on the implementation of the Agreement provides detailed information about the use of TRQs established by the European Union for both Colombia and Peru over the years. In addition, the EU has established a banana stabilisation mechanism for imports of fresh bananas from Colombia and Peru.
The Commission takes note of the suggestion to use a possible revision of the Agreement (paragraph 18) to include areas that are not or only partially covered in the Agreement. While some of the issues pointed out have been included in the EU’s most recent trade agreements, the Commission considers that this is a matter that needs to be further considered internally in the European Union; the European Union will also need to see with the Andean partners how these issues could be addressed in the future developments of the bilateral trade relations and the Agreement. With regard to the suggestion to consider the introduction of sanctions in the dispute settlement mechanism for the TSD Chapter, the Commission refers to Commissioner Malmström’s statement of 27 February 2018 and the non-paper issued on that date[footnoteRef:1]. [1:  	http://trade.ec.europa.eu/doclib/press/index.cfm?id=1803] 

The Commission is fully aware that corruption (paragraph 19) hampers trade, investment and development, and has become a major political and societal issue. In the context of the Agreement, there are already several provisions that contribute to preventing corruption, for instance those which promote transparency, integrity and accountability of customs procedures or promote transparency of regulations or of public procurement procedures. In addition, in the context of the Political Dialogue with each Andean country, the European External Action Service (EEAS) and the Commission services address the issues of rule of law, governance and the fight against corruption in the framework of sectorial policy dialogues and in the regular High-Level Political Dialogues.
In relation to EU food safety standards (paragraph 21), the Commission routinely notifies draft measures to the WTO Committee on Sanitary and Phytosanitary Measures (SPS) in Geneva, providing trade partners the opportunity to comment. Furthermore, the Commission regularly gives feedback on the comments received by partners. In addition, for SPS measures that might have a more specific impact on its partners, the Commission has at several occasions organised information sessions or seminars where trade partners are invited to participate and give their views. This was for example the case recently for high-risk plants. Regarding implementation issues, the EU is open to consider granting suitable transition periods when appropriate. This was the case for cadmium residue level in cocoa, for which a transition period of five years was granted. In the context of the EU-Colombia/ Ecuador/ Peru sub-committee on Sanitary and Phytosanitary Measures, the Commission engages in further clarification on EU import requirements. The Commission has also organised ad hoc videoconferences on issues of interest or concern of the Andean partners. Last but not least, the Commission is providing to Colombia and Peru targeted and specific training on EU measures or sustained training missions (for example for Colombia on implementation of suitable control programme for residue in dairy).
The Commission shares the view that labour inspections (paragraph 25) are crucial to ensure the respect for fundamental labour rights. As part of the monitoring of the implementation of the TSD Chapter of the Agreement, the Commission regularly monitors efforts made by Colombia and Peru to guarantee fundamental labour rights, taking into account the observations and recommendations made by the International Labour Organization (ILO). Regarding labour inspections, the Commission is well aware of the challenges that Colombia and Peru face and is determined to assist them in strengthening their labour inspections systems and to increase their capacity. Regarding the call to support Colombia’s efforts to strengthen labour inspections, the Commission is now launching a technical assistance project that the ILO will implement to strengthen labour inspection in the rural agricultural areas of the country. This project will include the development of specific technical tools for labour inspections and the training of labour inspectors. It is a pilot project worth EUR 200 000 that will be developed in close cooperation with Colombia’s Ministry of Labour. The ultimate objective is to achieve material impact in promoting compliance with fundamental labour rights across the whole territory of Colombia, including remote areas.
With respect to implementation of the Agreement by Peru, the resolution welcomes the progress made by Peru to reinforce the implementation of the provisions of the TSD Chapter of the Agreement (paragraph 26), but highlights areas where more efforts are needed. In this context, during the annual meetings of the sub-committee on Trade and Sustainable Development and of the Trade Committee that took place in Quito (Ecuador) in December 2018, Peru reaffirmed its strong commitment to the implementation of the TSD Chapter. It also reiterated its willingness to continue to make efforts to address effectively the challenges that still exist, notably in terms of ensuring the right to freedom of association, eliminating child labour, reducing informality as well as regarding the monitoring and enforcement of environmental legislation. As a result, concrete ongoing policy initiatives as well as areas where EU cooperation would be important to support Peru have been identified.
The Commission has carefully examined the submission filed with the Commission in October 2017 by Peruvian and European civil society organisations on Peru’s alleged non-respect of the provisions of the TSD chapter on labour and environment (paragraph 26). Throughout last year, the Commission had several technical discussions with the Peruvian authorities as well as with civil society representatives - including those that filed the submission - to understand better the background and the technical details. In October 2018, the Peruvian Government published its own reply to the submission. Based on the information received via these multiple channels, the Commission discussed intensively many of the issues featured in the civil society’s submission at the annual meeting of the Sub-committee on Trade and Sustainable Development on 10-12 December 2018 in Quito (Ecuador). In light of the progress made with Peru over the past year, the Commission will now reply to civil society organisations which have filed the submission, and will keep the Parliament informed.
The Commission agrees that transparent and inclusive consultation mechanisms are key instruments to ensure that all parties abide by recognised labour and environmental protection standards (paragraph 28). The Commission sees as a positive step the creation of a consultation group in Colombia. The Commission also welcomes the commitment undertaken by Peru at the annual meeting of the Sub-committee on Trade and Sustainable Development on 10-12 December 2018 in Quito (Ecuador) to organise dedicated discussions with civil society on labour and environmental issues related to the Agreement in two of the pre-existing consultation mechanisms the government had chosen to rely upon (an option foreseen in the Agreement).
In addition, in November 2018 the Commission launched a project worth EUR 3 million to provide logistic support to the EU Domestic Advisory Groups in the next 3 years. The project also foresees support for civil society consultation mechanisms in some partners including Colombia and Peru. In December 2018, this project allowed three representatives of the civil society from Peru and Colombia to travel to Quito to participate in the open session of the Sub-committee on TSD with civil society.
Since the presentation in February 2018 of the revamped approach to improve the implementation of TSD Chapters set out in the 15-point action plan (paragraph 30), the Commission has already started to deploy its actions. The Commission has committed to making full use of the range of tools and mechanisms that are already available. The recent increased engagement with Peru shows that the Agreement offers effective means to address trade and sustainable development issues, and that it is possible to reach agreement with partners on how to step up efforts to implement trade and sustainable development commitments without recurring to the dispute settlement mechanism. In this respect, the annual meetings of the Sub-committee on TSD with Colombia and Peru last December are a good outcome in terms of the implementation of this revamped strategy.
With regard to the monitoring of EU imports of fresh bananas from the Andean countries (paragraph 33), the Commission monitors closely all imports in line with the commitments taken in the joint declaration by the European Parliament, the Council and the Commission attached to Regulation (EU) 2017/540[footnoteRef:2]. Statistics are available on the website of the Directorate General for Taxation and Customs Union. Also, in December 2018, in line with the commitment taken in the same joint declaration, the Commission submitted to the Parliament and Member States the EU banana market analysis. In addition, the Commission has committed to closely monitor the EU market for bananas and possible impact of imports from Colombia and Peru even after the expiry of the stabilisation mechanism at the end of 2019, and has also committed to examine the situation together with Member States and stakeholders in case of a serious deterioration of the market. Finally, the Commission reaffirms the commitment taken in its statement attached to Regulation (EU) 19/2013[footnoteRef:3] to assess, after the expiry of the Banana Stabilisation Mechanism on 31 December 2019, the situation of the EU market for bananas and the state of its banana producers. The Commission will report its findings to the European Parliament and the Council and would include a preliminary assessment of the functioning of the Programme of Options Specifically Relating to Remoteness and Insularity (‘Programme d'Options Spécifiques à l'Éloignement et l'Insularité’ or POSEI) in preserving the banana production in the EU. [2:  	OJ L 88, 31.3.2017, p. 1]  [3:  	OJ L 17, 19.1.2013, p. 1] 

With regard to the exports of fresh bananas by Peru in excess of the annual trigger import volume set in the Agreement, the conditions for a temporary suspension of the preferences, applicable under the Banana Stabilisation Mechanism, which ends in December 2019, are defined in the Agreement and the implementing regulation. In case the annual trigger import volumes are exceeded, such a suspension is not automatic but depends on the impact of imports on the stability of the EU market. Therefore, each time that this has occurred, the Commission has carried out an in-depth analysis. Up to now, the Commission has always concluded that such imports have not caused any destabilisation of the EU market for bananas and have had no significant impact on prices.
Finally, the Commission confirms that it will launch this year an external ex-post evaluation of the five years of implementation of the Agreement. This evaluation will undertake an in-depth analysis of the overall impact of the various elements of the Agreement in terms of trade and economic impacts, social impacts, impact on labour and human rights, and environmental impacts. In the course of the evaluation, stakeholders and the civil society will be widely consulted, including through dedicated meetings. This ex-post evaluation will complement the annual reports submitted by the Commission on the implementation of the Agreement.

