
Follow up to the European Parliament resolution on Advancing Development through Trade, adopted by the Commission on 2 July 2013
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3.
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4.
Subject: Advancing Development through Trade

5.
Competent Parliamentary Committee: Committee on Development (DEVE)

6.
Brief analysis/assessment of the resolution and requests made in it:
The European Parliament resolution is overall supportive of the Commission’s Communication
. It recognises the positive contribution of trade and investment to growth and development, and stresses the importance of Policy Coherence for Development (PCD) in this respect. At the same time, the resolution notes the importance of good governance and ownership, and recognises the complementary role of Aid for Trade. The resolution also recognises the importance of regional integration. Considerable emphasis is put on sustainable development, including corporate social responsibility and the role of civil society in this context. The resolution concurs with the Communication that the benefits of trade have mostly benefited emerging economies, and that this calls for a differentiated approach to focus EU trade preferences and Aid for Trade on Least-Developed Countries (LDCs) and other countries most in need. The resolution notes that the EU has developed effective trade and development tools, including the new GSP, reformed rules of origin, better targeted and result-oriented Aid for Trade, including the proposed small traders’ package. The resolution also devotes attention to "conflict minerals".
Beyond these numerous points of convergence with the Commission’s Communication, the resolution contains some elements of criticism. These notably concern an alleged lack of clear development goals in the EU’s trade and development policy, and progress on EPAs. The resolution formulates a number of requests addressed to the EU/Commission in relation to the above criticism as well as the following issues: priorities of EU Aid for Trade; reflection of partners’ needs and capacity; inclusion of a Trade and Sustainable Development chapter in all Free Trade Agreements (FTAs) and content thereof; human rights; impact of biofuels policy on food security in third countries; and work with the EEAS.

7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:
The Commission’s view is that the Trade, Growth and Development Communication sets clear development goals. Its overarching objective is to make trade a tool for inclusive and sustainable growth and development. For this purpose, it aims to help developing countries integrate into and draw the benefits of the multilateral trading system, and to help them define and implement domestic policies that will make trade-induced growth work for development and poverty reduction. The Communication also emphasises the value of regional integration, which the Commission has always relentlessly promoted. To reach the above goal, the Communication overhauls the decade-old EU trade and development policy and introduces key new elements therein, notably differentiation, the emphasis on 'beyond the border issues', good governance and ownership, the role of the private sector, and sustainable development. It also foresees the updating of EU instruments, for instance with a greater focus on LDCs in Aid for Trade and a new Generalised Scheme of Preferences (GSP). These instruments, together with EPAs and FTAs, are coherent and mutually supportive. They are articulated differently depending on each of our development partners’ situation. In each case, they provide a robust and ambition strategy resolutely geared towards development. PCD is fully reflected in this approach.

The Commission fully takes into account developing countries’ needs and capacities, whether in the context of its bilateral or regional trade agreements, in its Aid for Trade, or in unilateral preferences. EPAs with ACP countries and FTAs with other developing countries are asymmetrical agreements which fully reflect our partners’ priorities, specificities and level of development. Regarding the EU’s Aid for Trade, it is fully based on the principle of country ownership, and therefore reflects our partners own goals and priorities. As for the GSP, the focus of the preferences is now on countries most in need. As a result, opportunities for these countries will come in two ways: first, less competition in sectors in which an LDC is already a producer; second, the possibility of diversification to take advantage of tariff reductions in sectors where richer countries were exerting a strong competition pressure on LDCs. This view is based on the thorough impact assessment which underpinned the whole GSP reform.
The Parliament resolution proposes numerous priorities for EU Aid for Trade, including Trade-Related Assistance. Many of those concern the wider EU development policy and not the EU trade, growth and development policy. Furthermore, in line with the principle of country ownership, priorities for aid allocation are determined on the basis of our partners' own development strategies. This will notably be the case for the programming of EU aid for the period 2014-2020. In this regard, the Commission has constantly pointed at the importance of mainstreaming trade in our partner countries’ development strategies. Regarding specifically LDCs, the Commission has always encouraged them to make full use of available instruments, notably the Enhanced Integrated Framework (EIF) – to which the Commission contributes both financially and as a board member. The proper reflection of trade-related needs in EU aid programming for 2014-2020 will be key to allowing developing countries to make the best of trade agreements – whether EPAs or FTAs – and EU unilateral preferences – notably GSP+ and Everything but Arms (EBA).

Economic Partnership Agreements (EPAs) are key to establishing a stable framework for operators in ACP countries, helping them to integrate into world markets, promote regional integration and attract investment. However, the Parliament’s resolution does not fully reflect the progress realised to date in EPA negotiations and the fact that we are getting close to concluding agreements in a number of regions (i.e. the East African Community, the Southern African Development Community and West Africa) with which points of divergence have been narrowed down substantially. Making further progress and concluding the negotiations now depends on political determination. On the specific issue of subjecting trade liberalisation to development benchmarks, the Commission doesn’t support this notion as it would not bestow economic operators with required legal certainty and be incompatible with WTO requirements. The Commission is, however, committed to monitoring, reviewing and where necessary revising agreements with our partners as appropriate. Any indicators should be jointly defined by the parties to the agreement. However, the monitoring framework should not be defined in the agreement itself as it may need to be adapted over time, for instance to reflect external changes in the economic environment.
The Commission fully concurs with the importance of sustainable development in the context of trade and development. The Commission therefore already systematically includes a trade and sustainable development chapter in all EU FTAs, which notably covers the parties’ international obligations regarding labour (notably in relation to core labour standards) and the environment (in relation to key multilateral environmental agreements) as well as the role of civil society in the follow-up of the implementation of the chapter’s provisions. Corporate social responsibility (CSR) and its guiding principles are also mentioned in the trade and sustainable development chapter, and the Commission would like to underline its attachment to the voluntary nature of CSR. The Commission is a staunch promoter of the development and implementation of internationally-agreed guidelines and principles for responsible business conduct, such as the OECD Guidelines for Multinational Enterprises, the UN Guiding Principles on Business and Human Rights, the UN Global compact, and the ILO Tripartite Declaration of principles concerning Multinational Enterprises and Social Policy. These instruments provide comprehensive guidance to businesses, including with regard to human rights, environmental impacts and workers' protection. The trade and sustainable development chapter in EU FTAs also mentions the importance of liberalising environmental goods and services, including non-tariff barriers. This is an issue which the Commission also supports at multilateral level. Regarding sustainable public procurement, the Commission is already actively promoting it in the context of the Agreement on Government Procurement and in the government procurement chapters of its FTAs, with an emphasis on green procurement. The Commission's approach is to support sustainable procurement in a non-discriminatory manner and with a view to eliminating additional trade barriers, such as preference for domestic products, obligation for local content and/or local establishment, and mandatory technology transfer.

The Commission has started implementing the package of measures to promote trade for small operators in developing countries. In September 2012, it launched a €1 million worth "Small Traders Capacity Building Programme" over three years with the International Trade Centre (ITC). The project focuses on three strands of work. First, ITC will carry out a series of assessments to better identify small traders and better understand their needs and the challenges they face. This assessment should also inform additional EU actions in favour of small traders. Second, up to eight capacity building missions per year will be carried out in selected LDCs. This will include training on ITC Market Analysis Tools, linkage with diaspora communities in the EU, trade policies designed to improve market access and workshops jointly organised with the Commission, notably the Export Helpdesk. Workshops are currently being organised in seven LDCs (Bangladesh, Ethiopia, Mozambique, Nepal, Rwanda, Senegal and Tanzania). Third, two diaspora matchmaking conferences will be organised, bringing together diaspora traders in the EU with their small trader counterparts in the programme LDCs. ITC and the Commission’s Export Helpdesk are cooperating in the context of the project and exploring how to contribute to each other's training material and deliver joint capacity-building trainings. The project with ITC is very much a pilot and should set the basis for additional support for small traders as part of the new 2014-2020 Thematic Programme on Global Public Goods and Challenges.

The European Parliament resolution suggests that human rights be added in EU FTAs, notably in the trade and sustainable development chapter. In this regard, the Commission would like to recall that FTAs are linked to the relevant framework or association agreement which governs the overall relationship between the EU and a given partner, and which includes the "essential elements" clauses on democracy, human rights and the rule of law. This ensures that human rights are dealt with in a comprehensive and coherent way at the highest political level, not only in relation to trade. The EU will continue implementing its policy of including a human rights and democracy clause in its political framework agreements with all third countries. By the same token, the Commission is committed to carrying out impact assessments for all policy initiatives, including trade policy. The Commission has an integrated approach to impact assessments which ensures that all relevant economic, social, environmental as well as human rights impacts are analysed and presented together in one single assessment. In fact, the human rights dimension of impact assessments has been further reinforced since the adoption of the Operational Guidance on Fundamental Rights in Commission Impact Assessment in 2011. The Commission is convinced that this approach is the most appropriate way of achieving a balanced evaluation of any potential legislative or non-legislative initiative. On a separate yet related issue, the gender dimension is fully mainstreamed in all aspects of the EU’s development policy, and is therefore also reflected in EU Aid for Trade. The EU continues to assist governments in their efforts to include gender issues in trade needs assessments and subsequent actions plans, as provided for in the 2007 EU Strategy on Aid for Trade.

Regarding the resolution’s concern on the impact of the EU biofuels policy on food security in third countries, the Commission would like to emphasise that it takes them extremely seriously and has taken concrete action to address them. On 17 October 2012, the Commission presented to the Parliament and Council a proposal to limit global land conversion for biofuel production. As a result thereof, food-based biofuels – included imported ones – would be limited to 5% – which corresponds to the level of current consumption – in meeting the 10% renewable energy target of the Renewable Energy Directive. This means that the remainder would have to come mainly from second generation biofuels. Thus, the Commission’s proposal aims at stimulating the development of alternative, so-called second generation biofuels, from non-food feedstock, like waste or straw, which do not interfere with global food production.
The resolution puts substantial emphasis on raw materials and extractive industries. In this respect, the Commission has launched a public consultation on so-called "conflict minerals". The aim of the consultation is to get interested parties' views on a potential EU initiative for responsible sourcing of minerals coming from conflict zones and high-risk areas – e.g. war zones, post-war zones, and areas vulnerable to political instability or civil unrest. The consultation is open until 26 June 2013. The consultation will allow the Commission to deepen its understanding of issues such as the sourcing and security of supply of minerals, supply chain transparency and good governance. Depending on the outcome of the public consultation, the Commission could decide to launch an initiative – including possibly a legislative proposal – to complement and/or sustain the various supply chain due diligence undertakings that already exist and continue to promote good governance in extractive activities in conflict-affected developing countries. In parallel, the Commission is very supportive of all efforts leading to countries rich in natural resources (in both the developing and the developed world) to joining the Extractive Industries Transparency Initiative (EITI). It is pleased to note the constantly increasing numbers of EITI candidate and compliant countries. The Commission intends to continue supporting politically and financially the EITI and the World Bank-run EITI Multi-donors Trust Fund, which helps countries accede to the EITI and comply with the EITI standard.
Finally, the Commission would like to reassure the European Parliament that its services are working very closely with the EEAS to ensure that their efforts are mutually supportive.
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