Change through Trade |
Fair and sustainable trade Ml
policy tor the Z1st century

BACKGROUND | OBJECTIVES | TOOLS







About the author:
Bernd Lange is"a-member of the Euro-
pean Parliament and'Chair of the (:om-_

mittee on International Trade (INTA). e

|
He is the European Parliament‘s rap-

porteur on the TTIP“and a substitute
member of the industry committee...
Bernd Lange was the 'S&D group’s
trade policy spokesperson until 2014.
He mostly works“on-trade, industrial
and energy policy.

e
. )
e -

e

-

We are currently confronted with the
challenges of increasing globalisation.

If we let this process take place without
regulating it in some form, the danger of
a race to the bottom may become our
new reality — to the detriment of workers
as well as environmental and consumer
standards. But if regulated democrati-
cally and with sustainability and equality
as key principles it has the potential to
establish global rules and boost sustain-
able economic growth and the creation
of good jobs.

This brochure outlines the main features
of EU trade policy. It illustrates the far-re-
aching consequences of globalisation
and the evolution and democratisation of
EU trade policy following the Lisbon tre-
aty, as well as the most important trade
policy measures and how they are used.

From the social democratic point of
view, trade policy is first and foremost
a tool that enables Europe to face the
challenges of a globalising world and to
shape it, characterised as it is by glo-
balised value chains. It is, in addition, a
means of achieving more general objec-
tives such as a solid European industrial
policy, the promotion of human rights
and the protection of social and environ-
mental standards. Without a doubt, the

greatest possible transparency is nee-
ded in order to allow for a constructive

debate in which civil society can fully
participate in.

Globalisation is under way. Neither pro-
tectionist policies nor attempts at isola-
tionism hold out much promise for the
future. The European Union must seek
out and engage with its partners and
be courageous in formulating policy. In
keeping with the motto of Willy Brandt's
foreign policy — “Wandel durch Annéhe-
rung” (change through rapprochement)
—, We social democrats want to use
trade to bring about rapprochement,
in order to foster the world economy'‘s
transformation into a sustainable and
fair global economic system.

Whilst trade policy previously focused
on customs duties, the focus is now
increasingly on standards and rules. In
the past, global capitalism was largely
able to act without a value-driven focus.
Today, however, the priority is shifting
towards more fundamental concerns
such as the protection and the welfa-
re of citizens. Active trade policy must
play an effective role here to ensure that
the public‘s quality of life does not con-
tinually deteriorate in a global race to-
wards the bottom.

Therefore, the S&D group in the Euro-
pean Parliament is unequivocal: trade
must be both free and fair!



WTO (World Trade Organization) established in 1995 with its
headquarters in Geneva. The WTO currently has 162 Mem-
ber States and is the umbrella organisation of the international
trade agreements GATT, GATS and TRIPS. It settles trade dis-
putes and its members negotiate on joint trade facilitation and
development and economic policy.

Components of the WTO:

Doha Round, Doha Development Agenda (DDA) The la-
test round of multilateral negotiations at the WTO. Negotiations
officially began in November 2001 at the fourth WTO Ministe-
rial Conference in Doha, Qatar. The work programme covers a
total of 20 areas of trade, including agriculture and trade faci-
litation. The talks are informally known as the Doha Develop-
ment Agenda, as an important goal is to improve developing
countries trading prospects. After a long period without any
achievements of note, the mandate is currently being revised
and is expected to be altered at the tenth Ministerial Conferen-
ce held in December 2015 in Kenya.

DSU (Dispute Settlement Understanding) A WTO process for
resolving disputes.

GATS (General Agreement on Trade in Services) The first mul-
tilateral WTO agreement applying to services. The agreement
entered into force in 1995 and includes measures that apply to
both services and providers. It also sets standards for all other
trade agreements.

GATT (General Agreement on Tariffs and Trade) A multilateral
WTO agreement on trade in goods. Its aim is to lower tariffs
and other trade barriers. GATT was incorporated into the WTO
in 1995.

GPA (Government Procurement Agreement) An agreement
about the public procurement system. This is the only legally
binding WTO agreement that applies to procurement rules. It
is a plurilateral agreement, which means that only WTO Mem-
ber States can be parties to it and it is only applicable to them.

ITA (Information Technology Agreement) A plurilateral WTO
agreement relating to IT products. The signatories of this
agreement account for over 97% of global production in this
area. The ITA ensures that all parties to the agreement can
eliminate duties on IT products covered in the agreement. It
came into force in 1997. Negotiations are under way to expand
its scope.

Trade Facilitation Trade facilitation measures aim to improve
and clarify GATT Article 5 (freedom of transit), Article 8 (fees
and formalities connected with importation and exportation)
and Article 10 (publication and administration of trade regu-
lations) and to improve technical assistance and the help pro-
vided to encourage self-reliance. Negotiations on trade facili-
tation were officially started in July 2014. An agreement was
reached at the ninth Ministerial Conference and will soon be
ratified.

TRIMS (Agreement on Trade-Related Investment Measures)
A multilateral WTO agreement that applies to investment mea-
sures related to the trade in goods.

TRIPS (Trade-related Aspects of Intellectual property rights)

A multilateral WTO agreement regulating the protection of in-
tellectual property such as patents, trademarks and geogra-
phical indications

Related to the WTO:

TISA (Trade in Services Agreement) A plurilateral agreement
on trade in services. The aim is to bring this agreement under
the aegis of the WTO. Twenty-three WTO members — mainly
OECD countries, including the EU — are involved in the agree-
ment, which is expected to go far beyond GATS.




Country groups:

ACP The ACP group is an organisation made up of 79 African,
Caribbean and Pacific countries. In existence since 1975, the
group aims to improve and expand sustainable development
and the group‘s own integration in the global economy.
BRICS countries Community of countries consisting of Bra-
zil, Russia, India, China and South Africa.

CIVET group Community of countries consisting of Colom-
bia, Indonesia, Vietnam, Egypt and Turkey.

G20 Group of the 20 leading industrial and emerging nations.
The G20 group was established in 1999 and serves as a forum
on the international financial system. Meetings are attended
by heads of state and government, as well as finance minis-
ters, heads of central banks, the EU Council presidency and
the European Central Bank. The G20 aims to improve global
economic growth and stability.

G33 A coalition of 46 developing countries that votes on ques-
tions relating to trade and economic problems. It is very active
within the WTO, mostly under India‘s leadership, on economic
questions relating to development and agriculture.

GTT This group was founded in 1964 and has grown to com-
prise 134 developing countries and LDCs. It aims to promo-
te common economic interests and to speak with a common
voice in the UN.

ILO (International Labour Organization)

LDCs (Least Developed Countries) Countries that have been
classified by the UN as least developed and that fulfil particular
criteria. The list was introduced in 1971 and is reviewed on a
regular basis. It comprises 48 —mostly African — countries.
MERCOSUR South American community of countries, con-
sisting of Argentina, Brazil, Paraguay, Uruguay, Venezuela,
Chile, Bolivia, Peru, Colombia and Ecuador.

OECD (Organization for Economic Co-operation and
Development)

UNCTAD (United Nations Conference on Trade and
Development)

Other: .
ACTA (Anti-Counterfeiting Trade Agreement) An agreement

to protect intellectual property that was rejected by the Euro- .' oL
pean Parliament. -
TFEU Treaty on the Functioning of the European Union

Aid for Trade WTO-led initiative to encourage developing
countries and their governments to eliminate barriers to trade
and to better trade relations.

CETA (Comprehensive Economic and Trade Agreement)
EU-Canada trade agreement.

Codex Alimentarius UN standards establishing safety limits s
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for foodstuffs. %
CSR Corporate Social Responsibility.

EP European Parliament. =
EPA (Economic Partnership Agreements) Regional partner- s
ship agreements.

EU European Union.

GPS (Generalised System of Preferences)

ISDS (Investor-State-Dispute-Settlement)

SPS (Sanitary and Phytosanitary Measures) WTO agreement.
Establishes rules for WTO members with regard to the setting
of regulations concerning food safety and animal and plant he-
alth.

TBT-Agreement (Agreement on Technical Barriers to Trade)
This WTO agreement aims to ensure that technical regula-
tions and standards are non-discriminatory and do not create
unnecessary obstacles to trade.

TTIP (Transatlantic Trade and Investment Partnership)
EU-USA trade agreement




The global economy has undergone
dramatic change over recent years and
decades. Technology, and particular-
ly digitisation, has been a catalyst for
change and has had a significant influ-
ence. New technologies have reduced
costs for businesses and have spurred
the development of new, cheaper me-
ans of communication. Other salient
features are the fact that production is
increasingly internationalised and that
global value chains have been created.
This means that increasing numbers of
goods are no longer produced solely in
Germany or China, but are rather “made
in the world”. The old world of trade is
being replaced with a new system of glo-
balised value chains.

Global trade and investment have grown
rapidly in recent decades. Global trade
in goods and services has more than
doubled since 2004, while global GDP
has increased by less than half. Despi-
te continuously growing economies in
many emerging countries, the EU has
retained a substantial share of world tra-
de and remains the world‘s largest ex-
porter and importer.
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We have only recently started to beco-
me aware of the importance of services
in the global economy. The proportion
of production and trade that consists of
services has grown continuously. Ser-
vices now make up about 40% of all EU
exports and the EU is the world's largest
exporter of services. More than ten milli-
on European jobs depend on this sector.

Global investment flows have more than
tripled since 2004, with investment flows
into the EU actually increasing more than
fivefold in this period. With approxima-
tely one third of both inward and out-
ward investment flows worldwide, the
EU is one of the world‘s largest expor-
ters and recipients of foreign direct in-
vestment. Sixty percent of foreign direct
investment is currently to be found in the
service sector.

As Pascal Lamy —former Director-Gene-
ral of the WTO and EU Trade Commis-
sioner — has stressed, the creation of
international value chains has changed
the “mercantilism paradigm” for the bet-
ter. Countries have considerably less in-
centive to levy high tariffs on certain pro-
ductsin order to produce these goods in
their own country.
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Number of jobs and share of employment linked to global value chains, 1995-2013
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This can be explained by the fact that
imports are becoming increasingly im-
portant to both global and national value
chains. Many countries have moved
away from stressing the importance of
exports alone in benefiting economic
growth and job creation. In Germany,
to take just one example, imports now
constitute 40% of the value of our indus-
trial exports.

B Share in total employment

[l Share in total employment

These circumstances mean that trade
policy can no longer be seen just as a
tool to open up export markets for bu-
sinesses, but also as a way to reduce
the cost of imports and to stabilise value
chains. Imports often consist of precur-
sor products which are further proces-
sedintheimporting country. Furthermo-
re, trade policy can facilitate investment
flows and unlock new sources of finan-
cing, thereby boosting competitiveness.
Imported raw materials, precursor pro-
ducts and services are vital for our ex-
ports. Trade within international value
chains constitutes an important source
of sustainable growth and employment.
High and fair standards are a fundamen-
tal prerequisite for such trade.
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However, trade will never be a miracle
cure for economic woes. This requires a
different macroeconomic policy, in par-
ticular in the EU. In addition, trade must
take place under the right conditions.
OECD studies indicate that trade plays
an important role in creating better jobs.
But since the benefits of trade do not
come about automatically, regulations
are needed that complement trade po-
licy. Because even if internationalisation
has positive results overall, the intensifi-



cation of trade can lead to job losses in
sensitive industries or lower wages in
certain sectors. For this reason, trade
must go hand in hand with investment
policy, strong worker protection provi-
sions, minimum wages and support for
people as working conditions change.
Because many tariffs across the world
have already been lowered, and given
the existence of global value chains,
“non-tariff barriers to trade” are increa-
singly at the heart of trade policy. They
consist essentially of standards, norms
and rules. Since they frequently concern
important social values such as health
protection, environmental protection
and social policy, and since they can
differ widely from country to country,
dealing with them is much more sensi-
tive and difficult than dealing with tariffs.
While compromises can be negotiated
and a country-by-country approach ta-
ken with tariffs, this is impossible in the
case of standards. With standards, the
only concernis what is best for citizens.

It is therefore misguided for trade po-
licy to focus exclusively on lowering ta-
riffs and eliminating non-tariff barriers.
Good rules within comprehensive trade
agreements are required in order to res-
pond to the challenges of globalisation.
Sustainable growth must be stimulated,
while at the same time protecting wor-
kers, the environment and consumers.
A global regulatory framework must also
be established, tightening regulations
to set the very highest global standard

and to prevent social and environmental
dumping.

First and foremost, we must ensure that
trade policy serves the interests of the
public, consumers and workers. The
S&D group in the European Parliament
therefore thinks it is important that
trade agreements are judged on how
they promote public wellbeing. That is
why we need good rules for the globa-
lised economy.

Trade in goods broken down by the world‘s biggest

trading powers

Share of global exports made up by total exports (%)

Countries Year 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
EU (28 Countries) 191 189 180 171 173 166 17,1 160 159 155 160 —
Canada 53 51 50 46 43 39 35 34 33 33 32 —
United States 142 131 124 122 119 11,2 118 11,4 109 11,1 110 —
China (excluding Hongkong) ~ 86 95 105 114 125 124 135 141 140 147 154 —
Japan 93 91 82 76 73 68 65 69 61 57 — —
South Korea 38 41 39 38 38 36 41 42 41 39 39 —
Russia 26 29 33 36 36 40 34 35 38 38 37 —
Singapore 31 32 32 32 31 29 30 31 30 29 29 —
Mexico 32 30 29 30 28 25 26 27 26 27 26 —
India 12 12 14 14 15 16 20 20 22 21 23 —
Brasil 14 16 16 16 16 17 17 18 19 17 — —

Source: Eurostat (ec.europa.eu/eurostat) | Last update: 17.6.2015 | Date accessed: 7.7.2015, 14.46 CEST
Summary: The table shows the European Union‘s trade in goods with the other main players on the global market.
The value of imports is given, as well as a percentage on the basis of “CIF” (cost, insurance, freight).

The value of exports is given, as well as a percentage on the basis of “FOB” (free on board).

The percentages are calculated based on global trade minus EU-internal trade. Code: tet00018



| 7 ."-—
. 11T N’
—— e
_l-l'——hﬂ_ L. : - »

,‘_-44. i uic -”“_L”ﬂ' h.i!._llu | LI 2 J,’JH'.' 114! )OI !l' DALNG PUBII _'.'"‘1!1.'1”] ]E—-
o p— — =
L — e -—#

EU trade policy has evolved significantly over the years and in the opinion of the social
democratic group in the European Parliament, the S&D group, it has changed very
much for the better.

For many years, the EU‘s common trade policy was technocratic. The level of trans-
parency and involvement of civil society and elected representatives left a great deal
—and then some —to be desired. Some observers conclude that this system, based
ontheinterplay between the European Commission and the Council of Ministers (the
former negotiating on the basis of a mandate from the latter), made it easier to act
effectively as it kept trade policy away from both protectionist and supposedly poli-
tical forces. National and political interests in the EU were predominantly shaped by
informal contacts with the private sector. This was, of course, deeply undemocratic
and was crying out to be changed.

The EU has taken up many challenges in the last ten years: the aforementioned evo-
lution of global value chains, the gradual and cautious opening up of the international
trade in services, the improvement of less-developed countries® development op-
portunities and the rise of emerging countries. These changes required Europe to
rethink the role and purpose of its trade policy. Unfortunately, the previous European
Commission (in office until 2014) was mired in ordoliberal dogma and saw deregula-
tion as the only answer.

Moreover, different positions can be discerned among the 28 Member States, which
can broadly be divided into two blocs: the industrial, liberal north and the more de-
fensive south, characterised by protectionism. Over the years, democratic voices in
the debate on international trade and globalisation proliferated. Trade unions, NGOs,
environmental groups, consumer organisations and many other stakeholders pi-
cked up on the issue. The discussion is now no longer restricted to small groups of
civil servants and stakeholders.




EU trade policy and the

Treaty of Lishon

The entry into force of the Lisbon treaty
in 2009 meant that trade policy and all
its aspects relating to trade, foreign di-
rect investment, international economic
issues and intellectual property rights
became the EU’s exclusive responsibili-
ty. Decision-making powers were trans-
ferred to the European Parliament. The
challenge for EU trade policy is to con-
solidate a wide range of interests. This
process of adjustment and the impro-
vements made by the Lisbon treaty have
had a considerable effect and the Euro-
pean Parliament has been able to cor-
rect the former European Commission‘s
policy approach to many issues.

The rejection of ACTA, an agreement
to protect intellectual property, clearly
demonstrated the influence of the new
players in the domain of trade policy. Un-
precedented civil society mobilisation
and the European Parliament*s oppositi-
ontothe many flaws inthe agreement ulti-
mately led to ACTA's rejection and failure.
The European Parliament took its missi-
on to be Europe‘s democratic conscien-

ce very seriously. Many observers believe
that the previous European Commission
had not realised that the entry into force of
the Lisbon Treaty had fundamentally ch-
anged the rules of the game, particularly
in relation to demands for more transpa-
rency. The Commission obviously had to
grapple with this new reality and had un-
derestimated the influence and self-con-
fidence of the new players.

Even after ACTA, EU trade policy has not
sunk into oblivion. In particular, the ne-
gotiations between the EU and the USA
on the TTIP have raised discussion to a
new level. The degree of public engage-
ment and the public debate on the TTIP
can best be compared with the WTO
talks in Seattle in 1999. This develop-
ment is fitting and should be welcomed,
because trade policy has a real effect on
social and economic development and
should, therefore, be widely discussed.
The case of the TTIP has once again un-
derlined the importance of having the
greatest possible degree of transparen-
cy. This principle must not be limited to
individual negotiations but should, of
course, apply to all trade negotiations.



European Union
rade policy in the last

decade

An assessment from a social democratic perspective

Multilateral negotiations
within the

World Trade Organization

Die The S&D group in the European Par-
liament is strongly committed to multi-
lateralism and always emphasises the
positive contribution that equitable trade
can make to reducing poverty and en-
hancing economic development and
social wellbeing. Equitable trade world-
wide needs effective, fair, transparent
and strict global rules. The multilateral
and rule-based WTO system with its dis-
pute settlement procedure is the most
effective and most legitimate way to
establish and expand trade relations in
a democratic and transparent manner.
Multilateralism thus remains our first and
favoured option.

At the same time, the economic and
political situation has changed dramati-
cally since the WTO was established in
1995. The BRICS countries and the new
CIVET group have become important
players on the world stage. They have
taken their place in the new world order
and they are advancing and defending
their own trade priorities. The varied and
often divergent interests represented wi-
thin the WTO system make negotiations
complex and extremely difficult. Even

some emerging economies quite expli-
citly pursue a blinkered political strategy
based on their own interests. The demi-
se of the hitherto bipolar world of “rich
and poor” countries has complicated
the situation, while the financial and eco-
nomic crisis has aggravated it yet further.

The EU must do its utmost to support
and improve the WTO's role as the most
sophisticated global economic gover-
ning body, with particular attention to
its three most crucial functions: estab-
lishing, monitoring and enforcing regula-
tions.

The stalemate of the Doha Round jeo-
pardises the WTQO's first function. The
EU must not allow this situation to hin-
derthe WTO in fulfilling its other two core
tasks.

The recent expansion of the Information
Technology Agreement (ITA), which was
concluded after arduous negotiations, is
encouraging. Tariffs on many high-tech
products, from smartphones to MRI
equipment for medical diagnosis, are
to be eliminated. There has not been a
similar global agreement on tariff elimi-
nation for 18 years. This trade facilitation
agreement demonstrated that, in spite of
all the scepticism and obstacles, it is en-
tirely possible to make progress on sub-
sidiary questions. For this agreement
could bring down the costs that develo-
ping countries incur when participating
in global trade by 15 percent. The EU

should now build on this success with
WTO partners and strive to make further
progress in sensitive areas, as the most
recent agreement at the ninth Ministerial
Conference in Bali did not successfully
tackle controversial issues such as de-
velopment and agriculture. The WTO
has the difficult task of reinventing itself.
It must remain relevant while also defen-
ding its achievements to date.

Work on reforming the WTO should
remain a high priority for the EU, as for
all WTO members. Reform proposals
should be implemented so that it be-
comes more effective, transparent and
accountable. The S&D group urges the
European Commission and the Council
to be more politically engaged in impro-
ving the multinational trading system.
We Europeans must make use of our
economic power and political weight to
influence our partners, individual indus-
trialised countries and especially emer-
ging economies in order to overcome a
deadlock and to allow us to move for-
ward together.

In the longer term, the S&D group calls
for a WTO regulation on labour stan-
dards, because a country‘s compliance
or non-compliance with the ILO's core
labour standards clearly has an impact
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on international trade. We therefore
need an enforcement mechanism to
stop violations of these standards, per-
haps in the form of a trade-related labour
standards agreement.

For along time, the WTO was a clear pri-
ority for the European Union. However,
ever since it became increasingly clear
that multilateral talks would not result
in a comprehensive agreement in the
foreseeable future, EU trade policy has
changed course to favour bilateral trade
agreements. While taking political rea-
lities into account it is understandable,
this change of course is nonetheless re-
grettable, as the WTO has shown itself
to be an effective forum for settling trade
disputes, establishing global rules and
abolishing protectionism.

Regional and bilateral trade
agreements

These circumstances have prompted
the EU to start regional and bilateral
trade negotiations in the last decade,
e.g. with the South American commu-
nity of states (Mercosur), Canada, India,
Colombia, Peru, Ecuador, South Korea,
Singapore, Japan, Vietnam, many Afri-
can countries as part of regional part-
nership agreements, and, of course, the
United States.




Regional and bilateral trade agreements can indeed help advance a WTO-plus
agenda when it is too difficult to obtain consensus within the WTO itself. However,
such agreements risk undermining the multilateral system and harming economic
development — even in non-participating countries — by creating a complicated and
incompatible web of regulations for different countries.

This state of affairs — known as the spaghetti bowl effect — means that market par-
ticipants are faced with a bewildering web of divergent rules and regulations, the
complexity of which makes it difficult or impossible to benefit from the advantages
of trade agreements. It is therefore clear that bilateral and regional agreements must
include standards that are as comparable and compatible as possible.

Bilateral trade agreements not only provide for the elimination or lowering of barriers
to trade. They also increasingly deal with national regulations and international or
bilateral rules. Due to the fragmentation of the global trade system, they could pose
a threat to the multinational system. This must be prevented. Rules and regulatory
standards that affect trade should be multilateral and should comply with the WTO
legal framework.

The social democrats continue — with reservations — to support bilateralism/regiona-
lism as the second best option. But every free trade agreement should comply with a
set of key principles. We social democrats consider these principles to include com-
patibility with the WTO; safeguard clauses for those industries, key sectors and ope-
rations in the EU that free trade agreements could severely hamper; binding human
rights clauses; respect for environmental rules; and enshrining trade union rights and
compliance with the ILO's core labour standards. In addition to WTO compatibility,
regional and bilateral agreements should always have an open framework so that
additional countries can join.

Although many sound approaches to unequal trading relationships with less-de-
veloped countries have come about — for example, free market access for all pro-
ducts from LDCs, Aid for Trade programmes or the trade agreement with South
Africa —, the European Commission has been inconsistent in its actions. Thus the

European Union
free trade agreements

European Economic Area
existing agreements
negotiations under way
[ nplanned agreements
Source: German Federal Ministry of

Food and Agriculture, correct as of June 2015

decades-old export subsidies for milk
and poultry undermine — in particular —
African states‘ development and trade
opportunities. Three hundred and eighty
million people in Africa still have to get by
on less than USD 1.25 a day. Even some
aspects of fisheries agreements or spe-
cific elements of raw materials policy
have hitherto not complied with all ob-
jectives of an equitable trade policy.

Trade agreements should be tailored to
each negotiating partner, taking into ac-
count whether that partner is an indust-
rialised country, an emerging country, a
developing country oran LDC.

The former European Commission‘s
way of conducting negotiations was
frequently unacceptable to the Euro-
pean Parliament. Its ordoliberal lea-
nings did not allow for substantial pro-
gress on workers® rights. Thus it was
only by reinforcing the EU-Colombia/
Peru agreement with a roadmap to im-
prove workers® rights, and in particular
to implement the eight ILO core labour
standards — as requested by the govern-
ments involved —, that the European Par-
liament made it possible for the agree-
ment to be supported. The European
Parliament is monitoring the implemen-
tation of this roadmap.




Economic Partnership Agreements
(EPAs) concluded by the EU can offer
opportunities, but also pose risks for
partners. The key, then, lies in the right
implementation. Civil society and the
European Parliament must play their
parts. Experience from the first EU-CARI-
FORUM EPA with Caribbean countries
should be enlisted for further EPAs with
African countries in order to open up
new trade opportunities, thereby pro-
moting sustainable development, but
also to ensure that risks can be overco-
me by means of flexibility and verification
procedures.
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In the case of the TTIP negotiations, too,
the red lines and the interests being ad-
vanced are clear. The aim must be for
the negotiations to arrive at an agree-
ment that stimulates sustainable growth,
strengthens workers’ rights, protects
consumer rights and above all supports
the process of reindustrialising Europe.
Negotiations must be conducted care-
fully in this area.

Of course, the lowering or complete eli-
mination of non-tariff barriers to trade
must never jeopardise our standards in
terms of safety and health, consumer
and environmental protection, or social
security legislation. On the contrary: the
TTIP should help us to improve and pro-
tect our high social and environmental
standards in a global context. The social
democrats are working closely on this
with Democrats and trade unions in the
United States. Our joint concern is the
interests of consumers and workers on
both sides of the Atlantic, not individual
economic interests.

On 8 July 2015, the European Parlia-
ment drew clear red lines and in so doing
set a very high benchmark for a potential
agreement. If it wishes to conduct trade
policy in the public interest, the Europe-
an Commission should adhere to these
demands when negotiating. The S&D

group in the European Parliament ens-
hrined strong workers' rights and the
unequivocal protection of our public ser-
vices of general interest, as well as of all
measures to ensure cultural diversity, in
the resolution. Standards for consumer
protection, environmental protection
and data protection are non-negotia-
ble. And the European Parliament also
took a strong line on private arbitration
tribunals, which are open to abuse, and
transformed them into independent
courts. ISDS no longer has any future.
These requirements must now apply to
all EU trade agreements. The Europe-
an Commission would be well advised
to take this decision very seriously if it
wishes to avoid a re-run of ACTA, since
in the end it is the European Parliament
that decides on the result of bilateral or
regional negotiations. It is parliamentari-
ans' role to ensure that only agreements
that are good for workers and the public,
and that do not serve individual econo-
mic interests, are adopted.



The S&D group plays a key role in developing EU trade policy. As the second largest
group in the European Parliament, it is well placed to throw its weight behind or to
counter a given trade agreement. It is of decisive importance, as the ACTA example
demonstrates.

The agenda of conservative forces in the European Parliament is to support liberali-
sation unconditionally, without any substantial criticism of the European Commissi-
on. Eurosceptic groups on the left and right do exactly the opposite, since they are
very much against the EU trade agenda. The S&D group takes a rational approach
that does not set out to be either negative or supportive. It is based on eight core
principles and goals.
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. Create added value

Trade must create added value within
the EU, i.e. it must foster sustainable
economic growth and job creation. To
this end, trade policy must be based
on an integrated and cohesive long-
term plan. Additionally, it should be
accompanied by suitable EU dome-
stic policy so that EU consumers can
fully benefit from trade and workers
are protected by a social safety net.

Reflect values

Trade must create added value within
the EU, i.e. it must foster sustainable
economic growth and job creation. To
this end, trade policy must be based
on an integrated and cohesive long-
term plan. Additionally, it should be
accompanied by suitable EU dome-
stic policy so that EU consumers can
fully benefit from trade and workers
are protected by a social safety net.

. Strengthen rights

Trade should strengthen the rule of
law, workers‘ rights, human rights
and fundamental freedoms.

. Stimulate development

Trade must create sustainable
growth, promote a fair distribution of
wealth, help fight poverty and foster
development in the world.

. Involve society

The involvement of civil society and
trade unions in trade policy is crucial
in order to improve it and strengthen
its legitimacy.

. Boostintegration

Trade must help to boost regional in-
tegration.

. Ensure transparency and standards

Trade policy must ensure that the
production process is transparent
throughout the value chain and that
both production and products adhe-
re to basic environmental, social and
security standards and respect core
labour standards.

8. Guarantee fairness

Trade must be fair in such a way that
no individual country can engage in
unfair trading practices. This applies
to export dumping or export subsi-
dies as well as to other mechanisms
individual countries may use to gain
an unfair advantage, such as en-
couraging social or environmental
dumping or deliberately manipula-
ting exchange rates. Social dumping
includes, for example, the unaccep-
table non-compliance with labour
standards through the extension of
working hours, inadequate health and
safety conditions in the workplace,
and the denial of core labour rights, in-
cluding the right to set up unions and
engage in collective bargaining.

It is clear to the social democrats in the
European Parliament that unregulated
globalisation urgently requires rules and
that global value chains must be secured
based on high standards.



Supporting industrial
policy through trade policy
measures

The experience of recent years shows
that greater effort than ever before is
needed to fully meet the requirements
of European industrial sectors in today's
challenging global environment. All too
often in EU politics it has been mistaken-
ly believed that the markets can and will
self-regulate. The neglect of industrial
policy has caused a drop in our industrial
added value and has even led to the loss
"] of skilled jobs in industry.
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Following the financial crisis, a broad
consensus has emerged that indust-
rial production remains an important
pillar of our economic strength and
that this must continue to be the case
in the future. It has also become clear
that international trade regulations and
agreements have an impact on our in-
dustry. There is therefore no doubt that
international trade policy is an important
factor in the development of EU indust-
ry in that it facilitates access to new and
existing markets. Mutual recognition of
standards (including the joint setting of
standards, optimisation of conformity
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decisions, reducing duplication, double
certification and red tape, simplification
of border and customs formalities, re-
cognition of professional qualifications,
work visas) can create opportunities
and stimulate investment. Trade policy
should provide access to key and gro-
wing markets on a fair basis. Trade po-
licy measures must also ensure fair con-
ditions of competition for our industry at
a global level. It must be as attractive to
invest and innovate in Europe as it is in
our partner countries.

In particular, the development of Indus-
try 4.0 should be supported by a trade
policy geared to industry. This concerns
areas such as standard setting, data
flow under European data protection
provisions, competition fairness, data
protection and market power, comba-
ting monopolies and one-stop-shop so-
lutions for SMEs.
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Future trade agreements must therefo-
re be designed as part of an industrial
strategy based on fair competition and
reciprocity between highly-developed
countries and must pursue reciprocity
with emerging economies in the future.
European industries must not be thre-
atened or disadvantaged as a result of
unfair practices. In order to put this into
practice, the EU must make optimal use
of its anti-dumping and anti-subsidy
measures. Unfortunately, in many ca-
ses, problems arise automatically due to
conflicts of interests between individual
Member States, as well as between im-
porters, exporters and distributors.

This situation is aggravated by the fact
that the long-awaited modernisation of
EU anti-dumping and anti-subsidy mea-
sures is currently blocked due to the lack
of unanimity in the Council of Ministers.
EU Member States have not been able
to reach acommon position and are the-
reby hindering the creation of an active
measure for supporting industrial de-
velopment.



Intellectual property rights
European competitiveness thrives on
innovation and the value added to pro-
ducts through high levels of creativity.
The protection and enforcement of intel-
lectual property rights is the key element
behind the EU's ability to compete in the
global economy. The copying and coun-
terfeiting of our ideas, brands and pa-
tents hampers growth and employment
in the EU. The EU economy is the main
target of counterfeiting by China and
other countries. Furthermore, counter-
feit products often put the public’s health
and safety at risk. IPR policy can also be
a tool for promoting development, par-
ticularly when it comes to technology
transfer or access to medicines. Access
to generic medicines, particularly in de-
veloping countries, is a very important
issue for the S&D group. The best way
forward would be a WTO agreement on
trade-related aspects of intellectual pro-
perty rights, a TRIPs 2.0.

The ACTA agreement was an attempt at
reaching such an agreement that did not
go farenough. The European Parliament
rejected it because the S&D parliamen-
tary group is of the belief that counterfeit
products and internet content should
not be dealt with in the same agreement
and, moreover, that the ACTA would not
have included countries where signifi-
cant quantities of counterfeit goods are
produced.

Although the European Parliament re-
jected the ACTA, the social democrats
are nonetheless in favour of expressly
reinforcing IPR in trade relations, both
nationally and internationally. Innovation
should form the basis of a comprehen-
sive approach to establishing a balan-
ced, global model for dealing with on-
line rights violations. This model should
respect both artists and right-holders
and — conversely — should also guaran-
tee users and members of the public
user-friendly access to cultural content
and goods.

It is clear that the enforcement of IPR in
trade relations must not in any way inter-
fere with the WTO agreement on poor
countries‘ access to cheap medicines,
in particular generic medicines. The
social democrats are committed to en-
suring that the WTO rules on intellectual
property regarding access to medicines
will not apply to the LDCs.

The S&D group also advocates a broad
protection of existing and future cultural
achievements in the EU. The right to re-
tain oramend laws on the protection and
promotion of cultural diversity needs
to be ensured. Media freedom and di-
versity must be upheld and protected,
regardless of the platform or the tech-
nology concerned. The UNESCO Con-
vention on the Protection and Promotion
of the Diversity of Cultural Expressions
should be included as a matter of prin-
ciple.
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Public procurement

Public procurement is of vital import-
ance to our economy. As an economic
sector it accounts for around 19% of EU
GDP. Opening up markets in this area in
countries that still apply very restrictive
procurement rules offers huge potential
for European firms.

The S&D group in the European Parlia-
ment attaches great importance to crea-
ting fairer global competition conditions
based on reciprocity within the internati-
onal WTO framework. Only transparent
rules can bring about clarity and put an
end to corruption. We do not accept any
kind of social or environmental dumping.
Procurement should also encompass
the issue of subcontracting. Our goal is
therefore to include sustainability criteria
in all procurement-related provisions.

The European Commission should exa-
mine larger tenders from this angle in or-
der to verify that all criteria are respected
by authorities and by the contractors.
Public authorities must have the right to
make their own decisions on services of
general interest. The S&D group in the
European Parliament calls for speci-
al support for small and medium-sized
enterprises in this connection. Finally,
we welcome the European Commissi-
on‘s initiative to introduce a reciprocity
clause for the opening of public procu-
rement markets to tenders from non-EU
countries in bilateral trade agreements
such as the CETA and the TTIP and in
ourinternal rules. Our companies should
enjoy the same advantages in non-EU
countries that we guarantee compa-
nies from these countries in our market.
Obviously, this limits the possibility of
excluding sensitive markets (local pub-
lic services, for example) on the basis of
the reciprocity of negotiations and obli-
gations.




Services

The GATS of 1995 is fundamental to
the trade in services. The significant
cornerstones laid down here serve as
a benchmark for subsequent trade
agreements and must remain in place.
Compared with the movement of goods,
which is already highly deregulated, the
liberalisation of certain services consti-
tutes one of the areas in the negotiations
with our trading partners where there is
still room for improvement. As always,
we need fair and balanced rules to make
sure there is development potential for
both partners and to enable the careful
selection of services to be opened up.
Accordingly, markets should only be
made accessible in accordance with the
“positive” list principle. That means that
only services which are explicitly listed
can be opened up to foreign suppliers in
order to avoid unforeseen eventualities
in the future.

For us Europeans, the liberalisation of
services of general economic interest,
for example, is not up for debate as

part of any agreement, whether bilate-
ral, plurilateral or multilateral. The social
democrats in the European Parliament
exclude public services such as educa-
tion, health and water from the require-
ments associated with market opening,
since we wish to preserve the right of
regions and municipalities to make de-
cisions regarding the provision of these
services. It must also remain possible
to remunicipalise these services at any
time, i.e. for them to be returned to the
control of public authorities. As remuni-
cipalisation restricts market access uni-
formly for all private suppliers, whether
national or foreign, it does not explicitly
discriminate against foreign suppliers.

Even if the temporary free movement
of persons provisions, known as Mode
4, are included in trade commitments,
we agree that market opening for ser-

vices under Mode 4 must not interfere
with the fundamental principle of equal
treatment of workers within the EU and
that the principle of equal pay for work of
equal value must be fully applied.

The S&D group is carefully following
the negotiations on a multilateral ser-
vices agreement, also known as TiSA,
in which 23 WTO members are currently
taking part. We have a number of con-
cerns regarding both the substance and
technical aspects of the negotiations.
Regarding the substance, the social
democrats are not prepared to com-
promise on, for example, the protec-
tion of public services, the positive list
approach to market access, the rights
of posted workers and data protection.
Concerning the transparency of the ne-
gotiations, the social democrats call for
WTO transparency principles to be ap-
plied, given the close links between the
negotiations and the WTO. At a time of
increased public debate on trade agree-
ments, it is simply unacceptable for an
agreement of this scale to be negotiated
behind closed doors.




Investment

Following the entry into force of the Tre-
aty of Lisbon, foreign investment policy
has become a fully fledged part of the
EU’s trade policy and now falls within its
exclusive competence. All investment
agreements must therefore now meet
European standards based on our com-
mon values. We need to strike an appro-
priate balance between investment pro-
tection and the right of governments to
regulate foreign investment. The S&D
group in the European Parliament belie-
ves it imperative that investment protec-
tion rules do not restrict the right of parli-
aments to regulate in the interests of the
public. It also seeks to promote respon-
sible investor behaviour, since foreign
direct investment, provided it is made
under fair conditions and based on legal
certainty, is beneficial for both partners.
The principle of equal treatment of do-
mestic and foreign investment must be
enshrined. Foreign investors must not
be disadvantaged, but nor must they
receive preferential treatment over natio-
nals. However, it should be clear that it is
not only a matter of investors* rights; in-
vestors also have, above all, obligations!
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The European Parliament is very active
on the issue of the link between invest-
ment and social justice and has adopted
several reports on human rights and so-
cial and environmental standards in tra-
de agreements. The social democrats
believe that these standards should
also be embedded in investment agree-
ments. Investor responsibilities and obli-
gations under the OECD Guidelines for
Multinational Enterprises and the UN
Guiding Principles on Business and Hu-
man Rights should be included on a bin-
ding basis.

A heated debate is currently being wa-
ged on the most appropriate tool for
protecting investment in trade agree-
ments. The controversial ISDS with its
private arbitration courts is undoubted-
ly the most highly contested aspect of
the EU's trade policy. However, this tool
is nothing new, but has actually existed
for decades as an integral part of many
agreements (more than 1 300 EU bila-
teral investment agreements with third
countries; Germany has 131). Although
a critical debate on ISDS has been on-
going in the European Parliament for a
number of years, it is only since the be-
ginning of the EU-US talks on the TTIP
that a critical public debate on the issue
has gathered pace.

Whilst the agreement negotiated with
Canada (CETA) does include a revised
version of this ISDS mechanism, many
definitions still remain unclear and the
model does not sufficiently rule out the
potential for unjustified complaints. The
S&D group rejects ISDS and unclear de-
finitions of legal terms. It is therefore inno
doubt that the agreement with Canada
needs to be significantly improved.

Although in principle there is no need for
an additional measure between the USA
and the EU to protect investors, in this
context it is worth giving some thought
to a completely new system for the fu-
ture. In the TTIP resolution of July 2015,
the social democrats were for the first
time able to reject ISDS and enshrine
a new model based on public law. This
must ensure that in future any cases
still open are decided by state-appoin-
ted, independent judges in public and
transparent proceedings on the basis of
a clear and restricted legal code. A fun-
ctioning revision mechanism is required.
This new system must be built into all
EU trade agreements and thereby form
the foundation of an international inves-
tment court.



Trade policy must not be an end in itself,
but instead should be used as a tool to
achieve value-based goals.

Human rights and

labour standards

Trade can and should be a means of
improving human rights and labour
standards globally. The EU must not
therefore conclude bilateral trade agree-
ments with countries that systematically
violate human rights. Double standards
on human rights must not be accepted.
We are willing to pay the political price
should we decide not to engage in trade
relations with countries that do not fulfil
fundamental conditions.

Secondly, EU trade agreements should
include binding human rights clauses
that provide for the termination of the
agreement in the event of these rights
being systematically breached. The so-
cial democrats will ensure that promises
are kept once an agreement has been

signed. Civil society must be proper-
ly involved, including in the monitoring
of agreements. This requires a dispu-
te settlement mechanism that is both
practicable and enforceable. In this re-
spect, the requirement for unanimity in
the Councilis not, in our view, a practica-
ble solution.

Thirdly, an assessment of the human
rights situation should be carried out as
part of all trade agreements, in order to
ensure there is no interference with the-
se rights.

Fourthly, the Generalised Scheme of
Preferences (GSP), which supports
developing and emerging countries,
should be strengthened as a mecha-
nism for guaranteeing respect for fun-
damental human rights and good go-
vernance standards in exchange for
enhanced trade preferences.




Fifthly, balanced trade relations must fo-
cus on the respect for and enforcement
of the eight ILO core labour standards
and workers' rights and the ILO Decent
Work Agenda and include this on a bin-
ding basis.

The same applies to the unilateral trade
preferences under the GSP, particularly
in the case of GSP+, whereby the EU gu-
arantees further enhanced trade advan-
tages in exchange for the ratification and
enforcement of a number of international
conventions on human rights, labours
standards and good governance.

The S&D group in the European Parli-
ament proposes that any future trade
agreements negotiated by the EU should
include a binding corporate social res-
ponsibility (CSR) clause in the chapter
on sustainable development, based on
the 2011 update of the OECD Guidelines
for Multinational Enterprises. It also calls
on the European Commission to ensure
that CSRis taken into account in multila-
teral trade policies, including in interna-
tional forums where CSR has been pro-
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Wake-up call

The collapse of the Rana Plaza factory in Bangladesh in April 2013
with over 1 100 casualties was the worst ever accident in the clo-
thing industry. The accident is a clear wake-up call to improve
the working conditions in the clothing industry in Bangladesh and
beyond and to strengthen the control and supervision of the sup-
ply chains of European companies. Despite initial improvements
thanks to EU pressure in Bangladesh (including better labour law
and an increase in the minimum wage), questions remain. The
actual situation of the workers is yet to improve significantly.
Some companies still have not paid into the compensation fund.
European companies still do not ensure fair conditions in the glo-
bal supply chain. There is still no guarantee for independent trade

moted, in particular the OECD, the ILO
and the WTO. The social democrats call
for a mandatory system of annual CSR
reporting for all large companies, along
the lines of the annual financial reports
drawn up by limited liability companies
and listed companies. Furthermore, this
must also encompass business ventu-
res undertaken in third countries. Given
that production is often global, we need
proof that human and workers' rights are
being respected throughout the entire
value chain, e.g. from the first step in the
production of a smartphone through to
the end of its lifespan.

unions with unrestricted scope to act.

Consumer protection

Akey element of trade negotiations these
daysis the issue of standards and norms.
The SPS and TBT regulations are central
to this issue. The social democrats belie-
ve that the highest degree of health and
consumer protection and safety must
be ensured. We call for a clear commit-
ment to the precautionary principle laid
down in Article 191 of the Lisbon treaty
as a basis for legislating and for recogni-
tion in trade agreements. There must be
no interference with standards relating to
food safety and the protection of health
and life of humans, animals or plants. We-
aker Codex Alimentarius rules cannot be
applied automatically. There can only be
mutual recognition of standards where
thereis clear evidence of equivalent levels
of protection. No agreement can be re-
ached under trade agreements in areas
where rules differ greatly (e.g. genetically
modified organisms). Similarly, when it
comes to future cooperation, there must
be no restrictions placed on democratic
processes or the ability to set legitimate
regulatory and policy objectives through
cooperation in regulatory matters.



Development

The S&D group in the European Parli-
ament wishes to support the fair trade
movement through trade policy and
thereby promote the strengthening of all
employment, social-sector and human
rights. This requires the implementation
of reliable product traceability mecha-
nisms. Furthermore, active promotional
measures such as the title of European
Fair Trade City of the Year should be in-
troduced and fair trade projects actively
promoted by EU embassies. Here, en-
couraging approaches can be seen in
good trade agreements.

A new coherent strategy is also required
for dealing with raw materials, particular-
ly those originating from crisis areas. We
must put a stop to the financing of con-
flicts through trade in raw materials. Raw
materials must not serve to fund brutal
regimes or rebel groups. Supply chains
of traded and processed minerals must
be made transparent so that European
consumers do not indirectly co-finan-
ce the suffering of others when buying
everyday electronic devices. That is why
we need legislation at European level as
quickly as possible.

There is no doubt that trade contributes
to development when the conditions
are right (see, for example, studies by
the World Bank Does trade reduce po-
verty? and Joseph Stiglitz's Fair Tra-
de for All). For this reason, future trade
agreements must include more focus
on the interests of the people in part-
ner countries and, where necessary,
agreements must be designed asym-
metrically, in order to jointly tackle the
challenges faced by partner countries.
The regional partnership agreements
(EPAs) negotiated with African states are
undergoing a review by the European
Parliament in the light of these require-
ments. In addition, EU policies must be
coherent and consistently quash coun-
ter-developments such as agricultural
export subsidies. Possible exclusionary
effects vis-a-vis less developed coun-
tries should be avoided, particularly in
bilateral agreements. Advantages such
as standard-setting must also benefit
less developed countries and must be
supported, e.g. in the area of conformity
assessment. Markets must not become
closed off due to unduly strict rules of
origin. In addition, privileges such as du-
ty-free market access for LDCs must be
guaranteed and strengthened.
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Sustainability

Sustainable growth is one of the S&D parliamentary group‘s most important princi-
ples. We want to change and modernise the way in which we produce and consume
goods. The sustainable and efficient use of resources is a key element of the EU‘s
external relations. Technologies and procedures for increasing resource efficiency
are important factors in improving development opportunities in many third coun-
tries. We want to see these mechanisms receiving special attention in international
trade and cooperation. In order to maintain its international credibility in the fight for
sustainable growth, the EU should organise its trade policy according to the three pil-
lar approach consisting of CO2 reduction, the use of renewable energies and energy
efficiency. The “environmental rucksack” of products must be taken into account.
The potential impact on sustainability, for example in the area of transportation, must
be reflected in the price of goods.
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Anti-dumping rules should be reformed and the need for fair and ecological pricing
must be taken into account.

The fight against climate change is a classic global challenge that can only be ad-
dressed successfully at a global level. This is also a very important issue for trade re-
lations in that, whilst some economies internalise the costs of CO2 emissions, others
do not and so gain unfair commercial advantages.

Trade policy should therefore identify ways in which climate change can be integrated
into the trade balance and how trade rules can be included when calculating climate
footprint. In the event that broader measures lead to problems of compatibility with
WTO rules, new innovative measures should be developed to deal with this situation.
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