


Follow up to the European Parliament non-legislative resolution
on the EU Trade Policy Review
1. Resolution tabled pursuant to Rule 136(5) of the European Parliament's Rules of Procedure
2. [bookmark: _GoBack]Reference numbers: 2020/2761 (RSP) / B9-0370/2020 / P9_TA-PROV(2020)0337
3. Date of adoption of the resolution: 26 November 2020
4. Competent Parliamentary Committee: Committee on International Trade (INTA)
5. Brief analysis/ assessment of the resolution and requests made in it:
The resolution welcomes the EU Trade Policy Review, in light of the disruption caused by the COVID-19 pandemic and increasing protectionist behaviour globally. It notes the need to mainstream trade policy into the Green Deal and pursuit of the Sustainable Development Goals (SDGs). It further welcomes debate on the concept of ‘Open Strategic Autonomy’, but invites the Commission to provide further details and clarification that the concept will be consistent with the EU’s international obligations with the World Trade Organization (WTO) at its core (paragraph 2).
The resolution calls on the Commission to analyse how the resilience of EU supply chains can be increased, by exploring the potential for strategic stockpiling, encouraging diversification, and nearshoring, particularly in the neighbourhood (paragraph 4). It stresses that such measures should be guided by detailed sector-by-sector analysis, and should not negatively affect consumers or economic operators (paragraph 5). This resolution also calls on the Commission to identify strategic sectors and raw materials, and to proactively support businesses, especially small and medium sized enterprises (SMEs). In order to increase food security, it highlights the need to keep green lanes open and to increase transparency along food value chains (paragraph 6).
The Parliament reaffirms the EU’s commitment to the open, rules-based multilateral trading system, with a reformed WTO at its core. It invites the Commission to intensify its engagement in international fora, such as the United Nations Conference on Trade and Development (UNCTAD) and the International Labour Organization (ILO), as well as pursuing ambitious modernisation of the WTO negotiating function and rulebook (paragraph 7). The resolution also insists that reform of the WTO Appellate Body must be based on a fully operational two-tier Dispute Settlement Mechanism (paragraph 8).
Acknowledging the negative impact market-distorting practices can have on the level playing field, the resolution calls for deepened cooperation with strategic partners and welcomes ongoing discussions to mitigate distorting industrial subsidies. It also calls on the Commission to seek solutions to prevent forced technology transfers (paragraph 9). The resolution expresses a preference for multilateralism, but recognises the necessity for plurilateral agreements. It highlights the importance of an agreement on fisheries subsidies in the WTO, taking into account its implications on developing and least developed countries (paragraph 10). This resolution also calls for a plurilateral agreement on e-commerce that would facilitate commercial cross-border data flows in line with data privacy regulation, and enhanced consumer protection to improve detection of counterfeit goods in e-commerce. Looking ahead to the 12th WTO Ministerial Conference 2021, it calls for a consolidated text to be made available by the end of 2020 (paragraph 11).
The resolution calls on the Commission to monitor, analyse and address new barriers to trade, such as transport restrictions, as well as to develop common criteria for the granting of sustainability-orientated subsidies for the post-pandemic recovery. It calls on the Commission to update the WTO Pharmaceutical Agreement, while exploring a plurilateral initiative on healthcare products (paragraph 12).
The Parliament urges the Commission to construct a positive transatlantic agenda (paragraph 13). It calls for ambitious progress on the Comprehensive Agreement on Investment with China. It also underlines the need to address reciprocity in areas such as public procurement and the level-playing-field. It also calls on the Commission to begin the scoping exercise and impact assessment, in order to formally commence negotiations with Taiwan as soon as possible (paragraph 14). With regard to Africa, it calls for a new approach to re-shape economic, commercial and trade relations to promote fair and ethical trade based on the principles of solidarity and cooperation and coherence with EU Development Policy (paragraph 15).
The resolution urges the Commission to include dedicated SME chapters in trade agreements, support SMEs’ utilisation of said agreements, and address the cost of compliance for SME’s in legislation affecting trade. It further calls on the Commission to reach out to businesses at the earliest possible stage when establishing new information portals (paragraph 16). It also urges the Commission to ensure competitiveness in a proposed carbon border adjustment mechanism (CBAM), and calls to develop ideas that consider, inter alia, the non-paper from the Netherlands and France. It further calls on the Commission to explore the possibility of an ex post impact assessment and review clauses to align existing Free Trade Agreements (FTAs) with the Green Deal (paragraph 18). The resolution calls to ensure effective implementation of existing FTAs, including Trade and Sustainable Development chapters, and to explore a sanctions-based mechanism for enforcement as a last resort. It further calls for complementary measures on due diligence and sustainable supply chains, including in respect of issues such as forced labour or child labour (paragraph 19).
The Parliament calls on the Commission to adopt the proposal for the new regulation applying a Generalised Scheme of Preferences, possibly with a view to increasing the number of countries committing to the GSP+ scheme (paragraph 20). It also calls on the Commission to launch investigations of unfair trade practices as soon as injury occurs (paragraph 21). Welcoming the newly appointed Chief Trade Enforcement Officer (CTEO), it calls on the CTEO to work with the Parliament to ensure that pre-ratification commitments made by trading partners are followed up (paragraph 22). Following thorough investigations, the Parliament calls on the Commission to fill proven gaps in the trade and investment toolbox, including legislation to review the Blocking Statute, as well as a new instrument to counter coercive actions by third countries, preceded by an impact assessment (paragraph 24).
This resolution calls for negotiations of an International Procurement Instrument (IPI) to move forward, to ensure robust reciprocity. Welcoming the White Paper on Foreign Subsidies, it also calls on all Member States to use all available Foreign Direct Investment (FDI) screening tools to assess potential investments and acquisitions for threats to the security of critical infrastructure in the EU (paragraph 25). Regretting the slow progress of Member States in dismantling intra-EU bilateral investment treaties (BITs), it urges the Commission to take action where appropriate, in accordance with judgements of the European Court of Justice, in the Achmea case. The resolution also calls on the Commission to continue its work towards a framework for intra-EU investment protection and facilitation (paragraph 26). Highlighting the gender related consequences of free and fair trade agreements, it further calls on the Commission and Council to support the inclusion of a specific gender chapter in EU trade and investment agreements (paragraph 27). Lastly, it calls on the Commission to ensure follow-up on proposals issued by the Domestic Advisory Groups, and to better communicate the benefits of trade policy for all, in order to increase transparency and improve awareness among citizens (paragraph 28).
6. Response to the requests and overview of the action taken, or intended to be taken, by the Commission:
The Commission welcomes the input given by the European Parliament to the Trade Policy Review via this resolution. The objective of the Trade Policy Review is to determine a fresh medium-term direction for EU trade and investment policy that responds both to the new global challenges we are facing and takes into account the lessons learned from the Covid-19 crisis. This exercise will be concluded by the adoption of a new Communication, which will address many of the issues raised by this resolution of the European Parliament. Without prejudging this upcoming Communication, the Commission would have the following remarks on the main points raised in Parliament’s resolution.
Paragraph 2: The objective of the Trade Policy Review is to determine how EU’s trade and investment policy could contribute to addressing the new global challenges, such as the crisis of the rules based trading system or climate change while simultaneously maximising the contribution to the post-Covid recovery of the European and global economy. The Commission welcomes the support expressed to the new concept of “Open Strategic Autonomy” and recalls that the objective of this model is to allow the EU to reap the full benefits of an open global economy, providing us with a strong stance on the international scene, exerting leadership for much needed international cooperation (and multilateralism) while taking – internally and externally – the necessary measures to boost our resilience and protect our openness from abuse.
Paragraphs 4, 5 and 6: The Covid crisis has indeed exposed a number of vulnerabilities, both globally and inside the EU, which need to be considered. The Commission fully agrees on the need to first conduct a detailed analysis of the issue before designing a calibrated response. To fight the pandemic, it is essential to keep supply chains for Covid-19 goods, but for instance also for agricultural goods, open and undisrupted while factoring in policy coherence for development. The Commission also recognises that open trade flows, fighting trade-restrictive measures and reinforcing cooperation with trade partners are essential elements for achieving EU’s resilience on critical raw materials. The Commission addresses these elements mostly in the context of the FTAs’ Energy and Raw Materials chapter.
Paragraphs 7, 8 and 9: A stable, predictable global trading environment with the World Trade Organization at its centre is more essential than ever to address the current challenges we are collectively facing, starting with the global recovery from the pandemic, and the European Union should lead the efforts in reforming the WTO to ensure that it delivers. The Commission believes that the reform of the WTO will require focusing initially on short-term confidence-building measures. These include the nomination of a new Director General, gathering support for the proposed initiatives on Trade and Health and Trade and Climate, the conclusion of the negotiations on fisheries subsidies, as well as finding a solution to the blockage of the Appellate Body. Other areas where work is ongoing are the plurilateral negotiations on e-commerce, services domestic regulation and investment facilitation, as well as a reflection on rules to tackle level-playing field issues, such as subsidies, forced technology transfer and state-owned enterprises. The Commission intends to lead work in these areas to deliver or make as much progress as possible ahead of the 12th WTO Ministerial Conference. In the medium term, the WTO will need to tackle a number of institutional aspects of the organisation, including the ineffective monitoring function, as well as the rules related to special and differential treatment (SDT).
Paragraph 10: The negotiations on fisheries subsidies at the WTO are a priority for the EU as they are a direct implementation of the United Nations Sustainable Development Goals and thus support the EU’s objective that trade policy support wider values such as the stewardship of the environment. The Commission is committed to conclude these multilateral negotiations as soon as possible.
Paragraph 11: The Commission is fully committed to the ongoing plurilateral negotiations on e-commerce at the WTO. The Covid-19 pandemic has further highlighted the importance of digital trade, and of developing global rules in this area. The Commission therefore shares the hope that the circulation of a consolidated text by the end of the year will provide a good basis for the continuation of negotiations, including on data flows and consumer protection. Bilaterally, the Commission intends to continue including rules on digital trade in its free trade agreements to ensure that EU businesses and consumers can reap the benefits of digital trade.
Paragraph 12: In response to the current crisis, the EU has put forward an initiative for a multilateral arrangement on Trade and Health. Through this proposal, which has already been co-sponsored by a number of like-minded countries, WTO members would immediately undertake to restrain from export restrictions, including on vaccines, and would commit to adhere to a number of principles and transparency requirements when introducing trade restrictive measures. Members are also encouraged to eliminate tariffs on medicines and other medical goods, at least on a temporary basis. The participants would also cooperate in the implementation of best practices on trade facilitating measures in the field of health, which could also potentially be applicable on a permanent basis. The initiative also promotes cooperation of the WTO with other international organizations, in particular the World Health Organization (WHO). The overarching objective of this initiative is to increase the resilience of the supply chains in health products by improving the predictability of the trading environment and enhance Members’ preparedness for a health crisis. The initiative would also contribute to the global distribution of COVID-19 vaccines in a fair and equitable manner.
Paragraph 13: As regards trade relations with the United States, the Commission is committed to engage with the US to improve the trading relationship and resolve the outstanding transatlantic trade disputes. The Commission has put forward a number of concrete proposals in order to reach a balanced negotiated solution in the WTO civil aircraft disputes and to end the US Section 232 steel and aluminium measures. It has also launched a WTO dispute on the illegal US anti-dumping and countervailing duties on ripe olives. In each of these areas, the Commission stands ready to find workable solutions with the US administration. In parallel, the Commission has worked towards identifying areas of common interest, which could be part of a positive and mutually beneficial transatlantic trade agenda for the years to come. In August 2020, the Commission announced an EU-US tariff reduction package, which - once adopted in line with the relevant procedures on either side of the Atlantic - will represent the first transatlantic tariff reduction step in two decades. Furthermore, on 2 December 2020, the Commission and the High Representative of the Union for Foreign Affairs and Security Policy have jointly proposed a new transatlantic agenda, guided by stronger multilateral action and institutions; pursuit of common interests and leveraging collective strength; and looking for solutions that respect our common values of fairness, openness and competition. The proposal comprises a positive trade agenda, identifying concrete areas of possible transatlantic cooperation. This includes, among others, facilitation of trade in essential medical goods, starting with the WTO Trade and Health Initiative; a new transatlantic green trade agenda, including a WTO Trade and Climate Initiative and measures to avoid carbon leakage; strengthening open and fair trade, by leading WTO reform and solving bilateral trade irritants; establishing a new EU-US Trade and Technology Council to facilitate trade, develop compatible standards and promote innovation; and renewed cooperation on regulation and standards, starting by re-engaging on conformity assessment negotiations and aligning positions in international bodies.
Paragraph 14: With regard to the negotiations of a Comprehensive Agreement on Investment (CAI) with China, the parties reached an agreement in principle on 30 December 2020. China has committed to a greater level of market access for EU investors than ever before, including some new important market openings. China is also making commitments to ensure fair treatment for EU companies so they can compete on a better level playing field in China, including in terms of disciplines for state owned enterprises, transparency of subsidies and rules against the forced transfer of technologies. For the first time, China has also agreed to ambitious provisions on sustainable development, including commitments on forced labour and the ratification of the relevant ILO fundamental Conventions. The negotiating teams are currently finalizing the text of the agreement. The intent is to publish it by mid-January, followed by the publication of the schedules by mid-February. The process will then continue with the legal scrubbing and official translations before the agreement can be submitted for approval to the EU Council and the European Parliament.
The EU is gravely concerned about the situation of the Uyghurs and other minorities in the Autonomous Region of Xinjiang in the People’s Republic of China. Defending human rights and combatting forced labour is a priority for the EU. The EU attaches great importance to promoting responsible business practices by European companies and companies worldwide. The EU and its Member States have a solid body of legislation, measures and initiatives on responsible business conduct in specific sectors such as conflict minerals. Large EU companies (publicly listed companies with 5000+ employees) are required under the Non-Financial Reporting Directive to report on the management of supply chain risks. That directive is currently being revised with adoption expected in the first quarter of 2021. Based on international guidelines, European and all other companies operating in China are already encouraged to implement effective due diligence practices in line with international guidelines to identify, prevent and address human rights-related risks of their activities and business relationships. The EU is working to further enhance due diligence requirements and promote responsible business conduct in supply chains. A legislative proposal on sustainable corporate governance is being prepared which may introduce mandatory human rights and environmental due diligence requirements. The EU also promotes, notably in the framework of the EU-China Human Rights Dialogue, the ratification and effective implementation of all ILO fundamental conventions. This includes Forced Labour Convention No. 29 and Abolition of Forced Labour Convention No. 105 that China has not ratified.
The Commission agrees with the importance of ensuring a coherent and united approach vis-à-vis China. This is why EU-China relations are regularly addressed in the Trade Policy Committee, the COREPER and the Asia-Oceania Working Party (COASI). Whenever necessary, discussions also take place at the European Council.
There is a bilateral dialogue mechanism in place with Taiwan, with meetings taking place on a wide range of economic and trade issues, including on investment. This reflects the importance and future potential of our trade and economic relationship. However, no decision has been taken yet on launching the investment negotiations with Taiwan. The Commission’s immediate priority is to finalise the investment negotiations with China. The outcome of those negotiations will offer another important contribution to our reflection on how to proceed with other investment agreements in the region.
Paragraph 15: As regards EU’s trade and investment relations with Africa, the Commission is convinced of the importance of strengthening our trade and investment relationships, including at multilateral level, especially in the light of the Covid-19 pandemic. As announced by Executive Vice-President Dombrovskis, the upcoming Commission Communication on trade and investment policy will contain several points of interest for the deepening of the EU-Africa sustainable trade and investment partnership.
Paragraph 16: In regard to ensuring that SMEs fully benefit from the opportunities offered by international trade, the Commission’s objective is to put in place a set of rules facilitating trade under EU free trade agreements and limiting the administrative burden for EU businesses, while also improving communication and increasing stakeholders’ ease of access to information about rules of origin in EU free trade agreements. For example, the Commission has launched on 13 October, a new Access2Markets portal, which aims at supporting SMEs and which contains for the first time a Rules of Origin self-assessment tool (ROSA). The Commission also cooperates with the Enterprise Europe Network (3000 experts in 60 countries and 600 locations) on a number of actions including an FTA guidebook for EU companies and training sessions on how to use the Access2Markets portal. The European Trade Promotion Organisations will also use and promote the new tool. The Commission takes into account SME specificities in all chapters of trade and investment negotiations, via a comprehensive cycle of evaluation of needs, transparency in negotiation and ex-post assessment. Before negotiations start, SMEs and their associations feed their views into a public consultation organised by the Commission, to inform a comprehensive ex ante impact assessment. Then, an inclusive Sustainability Impact Assessment accompanies the negotiations, with dedicated sections assessing the potential impact on SMEs and specific recommendations. Finally, usually five to eight years into the application of EU trade agreements, the Commission carries out an ex post evaluation to compare the impact assessment and objectives envisaged with the outcomes achieved, including the SME dimension.
Paragraph 18: Ensuring that trade is sustainable and that it brings a decisive contribution to the green transition is a top priority of the Commission. To pursue these goals, the Commission intends to make full use of the different instruments at its disposal. This implies autonomous measures, including via the introduction of a Carbon Border Adjustment Mechanism which will be fully compatible with the EU’s WTO obligations, but also bilateral trade agreements which now contain chapters on trade and sustainable development with binding commitments on labour and the environment. At multilateral level, the EU will also explore a possible trade and climate initiative focused on the liberalisation of goods and services contributing to climate change mitigation. Such an initiative should combine the elimination of tariffs on products supporting climate action by as many WTO Members as possible and envisage reinforcing the monitoring role of the WTO Committee on Trade and Environment on climate-related measures and a strengthened climate focus on trade-related technical assistance. The initiative will also contribute to the work of the structured discussions establish under the Communication on trade and environmental sustainability during the WTO environment week in November 2020[footnoteRef:1]. [1:  	https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=q:/WT/CTE/W249.pdf&Open=True] 

Paragraph 19: The improvement of the implementation and enforcement of Trade and Sustainable Development (TSD) chapters in trade agreements has been a priority for the European Commission in the past years. The efforts of the Europe Commission in this regard have been guided by the 2018 15-point TSD Action Plan[footnoteRef:2]. The nomination of a Chief Trade Enforcement Officer (CTEO) within DG TRADE and the creation of a mechanism for EU-based stakeholders to bring forward complaints concerning potential breaches of commitments in TSD chapters are the latest key initiatives. They will allow further progress. The advancement of the review of the 15-point TSD Action Plan to 2021 creates an opportunity to reflect on additional initiatives to further improve TSD implementation and enforcement. This review will be done in an open and transparent way giving a key role to the engagement with the European Parliament as well as with Member States, social partners and civil society stakeholders. The Commission plans to launch a broad consultation process and the debate that will provide an opportunity to reflect on the different proposals that have been made. The review will be broad enough to cover all relevant aspects of the TSD implementation and enforcement (i.e. scope of commitments, monitoring of compliance and enforcement mechanisms, institutional set-up, and resources required, the essential elements clause, the possibility for sanctions for non-compliance etc.). The TSD review will be accompanied by a comparative study to assess how TSD commitments are enforced by various countries in their trade agreements, and identify best practices from around the world. [2:  	Feedback and way forward on improving the implementation and enforcement of Trade and Sustainable Development chapters in EU Free Trade Agreements] 

Paragraph 20: The Commission’s preparatory work on a legislative proposal on a new GSP regulation is underway, aiming for its adoption by the College by the end of June 2021 in view of submission to the co-legislators. The aim is to start early the discussions with the EP and the Council, to hopefully pave the way for the adoption of the new regulation in the last quarter of 2022. The preparatory work in view of the new GSP legislation comprises an assessment of the potential environmental impacts of the options to improve the scheme. This is done taking into account the Commission’s objectives in addressing climate change.
Paragraphs 21 and 25: The Commission is convinced of the importance of continuing the work on fostering fair and open trade. More reciprocal trading conditions and fairer competition need to be promoted by levelling the playing field both internally and externally. For example, the Commission will continue working towards the adoption of the International Procurement Instrument (IPI), which aims at ensuring reciprocal access by EU businesses to government procurement abroad. The Commission will aim to tackle unfair competition, for instance, by addressing more forcefully foreign subsidised activities, which distort competition in the EU market. As announced in the Commission Work Programme for 2021, the Commission will present in the second quarter of 2021 legislative action to address distortions caused by foreign subsidies in the internal market as a follow-up to the White Paper adopted in June 2020. Finally, the Commission will also continue making full use of its Trade Defence Instruments to ensure that unfair trade practices do not undermine the competitiveness and level of employment of European economic operators.
Paragraph 22: Under the guidance of the College and of Executive Vice-President Dombrovskis, the Chief Trade Enforcement Officer’s key role and task will be to improve the overall effectiveness and visibility of the EU’s implementation and enforcement activities. The Chief Trade Enforcement Officer will oversee the following enforcement activities: addressing market access barriers and ensuring compliance with trade and sustainable development commitments and Generalised System of Preference; increasing internal and external coordination and enhancing engagement with European Parliament, Member States and stakeholders at large (including social partners and civil society organisations). As part of this new set up, a centralized complaint system for stakeholders has been launched in order to bring forth complaints concerning market access barriers and potential breaches of commitments in TSD chapters, breaches of GSP as well as market access barriers.
Paragraph 24: The Commission opposes the extraterritorial application of secondary sanctions. The Blocking Statute is the main instrument to protect EU economic operators. In the coming weeks the European Commission will issue a communication, which will analyse how the EU can enhance its standing against extraterritorial sanctions.
Paragraph 26: The Commission remains committed to pursue the multilateral reform of investor-state dispute settlement and to create a Multilateral Investment Court that can replace the Investment Court Systems and dispute settlement provisions contained in investment agreements concluded by the EU, its Member States or third countries. As regards intra-EU investment agreements, the Commission facilitated the adoption of Member States’ interpretative Declarations on the Consequences of the Achmea judgment on 15 and 16 January 2019. In the declarations, all Member States (at the time, including the UK) politically committed to terminate their intra-EU BITs, either by means of a plurilateral termination agreement or bilaterally where that is mutually recognised as more expedient. The Commission facilitated negotiations on a plurilateral termination agreement over the course of 2019 in a Special Group involving all Member States. In May 2020, 23 Member States signed a plurilateral termination agreement, which entered into force on 29 August 2020 (after receipt of the second instrument of ratification). The status of Contracting Parties’ ratification, acceptance of approval of the agreement can be checked at the Council Treaties and Agreements database. The Commission stands ready to use infringement procedures against those Member States that do not terminate their intra-EU BITs bilaterally. 
Paragraph 27: The Commission agrees that trade policy has a role to play in promoting gender equality, both in partner countries and within the EU’s own borders. The Commission has been negotiating provisions on trade and gender within the context of the modernisation of the EU-Chile trade agreement. The Commission will also include specific provisions on trade and gender in all future negotiations, starting with the economic partnership agreement  with Eastern and Southern Africa (ESA EPA) deepening, as well as the agreements with Australia and New Zealand. The Commission is also engaging closely with Canada on the implementation of the CETA (Comprehensive Economic and Trade Agreement) Joint Committee Recommendation on Trade and Gender, having recently published a joint activity report, as well as a work plan for the year ahead.
Paragraph 28: The Commission considers of the utmost importance to ensure transparency, outreach and communication in a structured way about the benefits of trade agreements and open and fair trade in general. This is necessary to ensure broad stakeholder involvement and the wide take up of the opportunities that our trade agreements offer, including in particular also for SMEs through tools like Access2Markets that was launched in October. The involvement of stakeholders notably via the Domestic Advisory Groups is essential in this regard, notably to monitor and provide documented evidence-based advice on the implementation of sustainable development chapters.
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