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FOREWORD

The European Union has the largest network of preferential trading partners in the world and the number
of its free-trade agreements (FTAs] keeps growing, covering an ever-rising share of EU trade. However,
we observe that economic operators, especially small and medium-sized companies, are not always
using the free-trade agreements and the business opportunities they create.

To address this problem, the EU is increasingly focussing on implementing its FTAs and has recently
taken a number of very good initiatives: for example, publishing an annual report on the implementation
of FTAs, launching a new Access2Markets portal and finally, appointing an EU Chief Trade Enforcement
Officer. As these initiatives equip the EU with dedicated structures to implement its trade agreements
better, the business community would like to present additional proposals to enhance the ability of
companies of all sizes to maximise the use of the EU bilateral trade agreements.

This paper presents concrete recommendations to maximise the extent to which companies utilise the
preferences granted under the EU FTAs, to enable enterprises to gather the necessary information
more easily, and to make outreach activities more impactful. Ultimately, the EU should establish and
coordinate a comprehensive enforcement strategy that the Chief Trade Enforcement Officer should
pursue proactively.

The economic disruptions caused by the COVID-19 pandemic have only increased the importance of
these efforts: as companies are seeking to diversify their supply chains and reduce their reliance on one
single country or region to be more resilient to future shocks, FTAs give them an essential supporting
framework to achieve this goal.

We invite you to read our proposals on how to make the most of the opportunities the EU bilateral trade
agreements offer. The European business community stands ready to help in the implementation of
these measures to maximise the contribution of the EU trade policy to growth, jobs, and sustainable
development.

Pierre Gattaz Markus J. Beyrer
President Director General
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RECOMMENDATIONS ON THE IMPLEMENTATION
OF EU FREE TRADE AGREEMENTS

KEY MESSAGES

’l The administrative steps necessary to benefit from preferential duties under a free trade
agreement (FTA) create costs for both the exporting and importing companies. If the potential
duty savings under an FTA are relatively low and the required administrative procedures are
relatively costly, companies may choose to pay the most-favoured-nation duty instead of
applying for the preferential one. To maximise the extent to which the preferences granted
under the EU FTAs are utilised by companies of all sizes, processes need to be simplified and

red tape needs to be minimised as much as possible.

2 Comprehensive and easily accessible information that is presented in a way understandable to
non-experts is essential to enable companies of all sizes, and particularly small and medium-
sized enterprises, to benefit more from EU FTAs. It reduces the upfront costs associated with
gathering the necessary information and makes outreach activities more impactful. The new
‘Access to Markets’ portal provides an opportunity to make more comprehensive information
available to companies, including in areas that have so far been neglected, such as trade in
services and public procurement.

3 Both in the EU and in partner countries there remains a lack of awareness of the opportunities
that FTAs offer. The EU institutions and member states need to work more actively with all
relevant stakeholders and the partner countries concerned to change this. This should include
the development of binding national implementation action plans for each FTA before its entry

into force as well as increased outreach activities towards importers in partner countries.

4 To ensure that rights under FTAs are enforced and opportunities seized, the Chief Trade
Enforcement Officer (CTEO) and his team should establish and coordinate a comprehensive
enforcement strategy. The CTEO should focus on a positive agenda, where possible, and
proactively use the mechanisms available under FTAs for the benefit of the trade relations
between the EU and its partners. He should regularly involve all relevant stakeholders and not
abuse his powers for protectionist purposes.

5 The European Commission annual report on the implementation of EU FTAs provides valuable

insights to business and the broader civil society. As the appointment of an EU CTEO will

shift the focus of EU trade policy more towards the full implementation of existing FTAs, a

comprehensive account of all relevant aspects of FTA implementation will be even more

important. Therefore, future editions of the annual report need to shed more light on areas that

have so far been neglected, including trade in services, public procurement, investment, and
regulatory cooperation.
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RECOMMENDATIONS ON THE IMPLEMENTATION
OF EU FREE-TRADE AGREEMENTS

Free trade agreements (FTAs] cover a rising share of extra-EU trade. In 2018, companies had the option
to use preferential trade agreements for 31% of EU trade in goods with the rest of the world; this figure
is expected to rise to over 40% considering the FTAs that the EU has concluded since. Modern FTAs do
not only reduce tariffs on trade in goods but also tackle non-tariff barriers, liberalise services trade and
public procurement and create rules for international economic relations that are fit for the realities of
21st-century trade. Moreover, they serve as an essential tool for the EU to strengthen its political ties
with like-minded partners around the world and promote its standards abroad. The alliances fostered in
this way also help the EU to promote its interests in multilateral organisations, such as the World Trade
Organisation (WTO).

As the number of FTAs concluded by the EU keeps growing, the EU needs to allocate more resources
to their implementation to make sure that businesses of all sizes can seize the opportunities they offer.
The annual report on the implementation of FTAs, which the European Commission launched in 2017,
provides an important tool to identify related shortcomings and to measure progress in tackling them.
One important indicator in this regard is the preference utilisation rate (PUR): while the average PUR
for imports from EU preferential trading partner countries into the EU was 87% in 2018, it was generally
lower for EU exports to partner countries', with e.g. 77% for EU exports to Switzerland, 56% for EU
exports to Peru or 37% for EU exports to Canada?. Although improvements of the PUR have already been
achieved since the publication of the first report, more progress needs to be made by taking concrete
steps. It is also clear that the PUR only analyses a narrow part of the benefits offered by modern FTAs.
Therefore, new indicators should be developed to gauge the implementation of other chapters in the
EU FTAs reliably and objectively, and guide policy. Furthermore, creating the position of an EU Chief
Trade Enforcement Officer should provide the EU with dedicated structures to better implement trade
agreements.

The economic disruptions caused by the COVID-19 outbreak have emphasised the importance of countries
diversifying their sources for essential raw materials, inputs, and final products. In the aftermath of
the crisis, companies will seek to diversify their supply chains and reduce their reliance on one single
country or region to be more resilient to future shocks. The EU trade policy has an essential role to
play for companies to achieve this goal. In times of supply chain disruption, a weakened multilateral
system, ongoing tensions between the EU’s main trading partners and rising protectionism, bilateral
trade agreements can give companies a supporting framework. This will allow them to develop long-
term relationships with new suppliers, start operations in new countries and help build local capacity
to meet their requirements. Thus, full implementation of the existing EU FTAs and the full use of all the
tools they provide, including review clauses and rendez-vous clauses, is even more important.

This paper seeks to contribute to the discussion by suggesting a number of actions the EU could take in
different areas to enhance the ability of companies of all sizes to seize the opportunities the EU’s bilateral
trade agreements offer. The actions go across the board of EU policies and many of them will require
a better coordination between the European Commission, member states and other stakeholders. The
European business community stands ready to play its role to help implement the measures and help
maximise the positive impact of EU trade policy on growth, jobs and sustainable development.

" An exact average PUR for EU exports is not available since the EU relies on data collected by the importing country to calculate the PUR
for EU exports to partner countries and these statistics are not harmonised.
2 European Commission, Report on Implementation of Free Trade Agreements, COM(2019) 455 final, 14 October 2019
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1. REDUCING ADMINISTRATIVE REQUIREMENTS AND COSTS

To benefit from preferential duties under an FTA, products need to comply with rules of origin (Ro0Os).
The process of proving origin involves administrative costs for the exporting and importing companies.
Hence, if the potential duty savings are low and the administrative procedures for proving origin are
overly complicated, difficult to fulfil, or involve high costs, companies may choose to pay the most-
favoured-nation (MFN) duty instead of applying for the preferential one. This has a negative impact on
the extent to which the preferences granted by the EU FTAs are utilised. BusinessEurope suggests the
following measures to minimise the administrative burden whilst ensuring that RoOs fulfil their role:

Recent research by the National Board of Trade Sweden* suggests that the degree to which tariff
preferences in EU FTAs are utilised depends significantly on the value of import transactions and
the resulting potential duty savings. This means that the reduction of the administrative cost of
applying for preferential tariffs needs to be considered a key factor to increase the preference
utilisation rate (PUR), particularly for low-value or occasional/infrequent transactions. In
this regard, it would be crucial to simplify and harmonise RoOs and their practical IT-based
implementation across different FTAs.

Under EU FTAs, origin verification is conducted by the exporting customs authority and only the
results of this investigation are subsequently communicated to the importing customs authority. In
its recent FTAs with Canada and Japan, the EU has adopted a new approach to origin verification,
under which the importing authority determines whether products meet origin requirements.
Under this new approach and despite the clarifications and assurances made in the EU-Japan
Economic Partnership Agreement, the exporter may face a de facto obligation to transfer
commercially sensitive data to the importing authority and hence prefer to forego preferential
treatment, with a negative impact on the PUR. A recent survey conducted by BDI shows that 50%
of the participating German companies estimated that the new approach had a negative impact on
the PUR, while only 25% think that it did not®.

When the EU has several preferential trading partners in the same region, diagonal cumulation of
origin across different EU FTAs in this region should be allowed for. This would enable importers
to benefit from existing regional value chains.

ARoO calculation programme provided by the EU would help small and medium-sized enterprises
(SMEs] to utilise the preferences EU FTAs offer. In this regard, we welcome the RoO self-assessment
toolincluded in the new EU Access to Markets portal and we will follow its implementation closely.

To date, the EU FTAs have often been subject to the principle of direct transport: this means that
goods must be delivered directly from one party to the agreement to the other to be eligible for
a preferential tariff. However, many European companies use so-called hubs, i.e. central trans-
shipment and storage areas, for long delivery routes in regions such as Asia. As a result, the goods
exported via these hubs may not benefit from trade preferences under EU FTAs. Therefore, the
principle of non-alteration should be applied instead of the direct transport principle under all EU
FTAs. This would allow goods to keep their originating status irrespective of their transport route,
unless the customs authorities in the importing county have reason to believe that the goods
have undergone alterations during transport. In such cases, the customs authorities may request
evidence of compliance by means of additional documents that prove the unaltered status of the
good (e.g. shipment documents, bill of landing). In this regard, all EU FTAs should also include the
possibility to split consignments in third countries (e.g. regional hubs) before shipping them on to
their final destination without foregoing potential tariff preferences. Overall, FTA implementation
guidelines should make sure that authorities of the importing country do not create more
burdensome procedures than necessary for eligible products shipped through hubs.

3 For a more detailed position on the EU customs policy, please refer to BusinessEurope’s dedicated position paper.
4 National Board of Trade Sweden, Who Uses the EU’s Free Trade Agreements?, 2019
5 BDI, Aiming for Better Utilization of EU Free Trade Agreements: Recommendations for German and European Politicians, 2020
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The principle of separate storage, which applies under the RoOs of many FTAs, means that materials
with preferential origin must be physically separated from materials without preferential origin for
storage and processing. This strict separation is difficult and expensive, especially for liquids and
bulk cargo. EU FTAs should thus provide for the possibility of accounting segregation instead of
physical separation for these materials, also for raw materials/feedstock which are not used in the
processing of a finished product. This should not require any previous authorisation and be carried
out in accordance with previously determined accounting standards. Documentation requirements
should not exceed national standards that are already in place and have proven to be sufficient.

EU FTAs should strive to explicitly ensure a clause on retrospective claim of preferential duties
after importation (e.g. as in the EU-South Korea FTA], allowing companies to file the paperwork
for their claim of preference after the import has taken place, instead of at the time of import. This
will help to increase operational flexibility for businesses and ensure an increased utilisation of
the preferences FTAs have to offer from day one of being implemented.

Despite the EU’s ambition to digitise all exchanges of information related to customs formalities,
economic operators are still required to provide many documents, certificates, and other paper-
based evidence physically to customs authorities. Likewise, where certain validation by authorities,
such as stamps or signatures, is required, this equally needs to be done physically by those
authorities. Allowing the provision of documents, certificates and other paper-based evidence in
digital format all over the EU and its partner countries would make customs procedures less time
and cost-intensive for both companies and customs authorities.

Duty drawback for goods subject to inward processing should be allowed in all EU FTAs. With no
provisions allowing for duty drawback, the total net duty benefit of an FTA may decrease, depending
on the overall import content and the MFN import duty rate on intermediate products.

The option of using average material price calculation for determining the preferential status of
goods should be included in all EU FTAs. This simplifies the compliance with RoOs significantly, in
particular in cases where the material costs are subject to price fluctuations.

2. INCREASING AVAILABILITY AND ACCESSIBILITY OF INFORMATION

Comprehensive and easily accessible information that is presented in a way that makes it understandable
to non-experts is essential to enable companies of all sizes, and SMEs in particular, to benefit more from
EU FTAs. It reduces the upfront costs associated with gathering the necessary information and makes
outreach activities more impactful. In this area, BusinessEurope has the following recommendations:

The EU Market Access Database and the Trade Helpdesk guide goods exporters and importers
to relevant information on e.g. tariffs, rules of origin or standards, helping them to use FTAs. In
contrast, little information is provided in relation to services although transparency on regulatory
requirements on third markets is key for facilitating services trade. The European Commission
has recently overhauled and merged the Market Access Database and the Trade Helpdesk, which
provides an opportunity to tackle this issue. The new portal should cover both goods and services
in a consistent way. Amongst other things, it should provide information on market access and
restrictions by mode of supply for each Central Product Classification code under the WTQO services

sectoral classification list as well as information on documentation, certification, licensing, testing
and other requirements by sector in partner countries, including links to relevant websites and
contact details of relevant authorities.

Furthermore, the EU Market Access Database should show whether the tariff rate will be reduced

over the course of the coming years as a result of FTA schedules. For companies, this kind of
information is crucial for planning.
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e The new SME chapter in the EU FTAs should be thoroughly implemented. It is an important
instrument to ensure the availability of information and relevant contacts from both the EU and the
partner country in question. Its implementation should be regularly evaluated to allow constant
improvement.

e Services chapters of FTAs are difficult to read for non-experts. Although provisions related to
services trade cover around half of the pages of modern FTAs, such as CETA, the numerous
advantages they provide are less easily visible than tariff reductions. Therefore, guides for
European services exporters and investors should be made available. They should focus on the
new services trade and investment opportunities that have been created thanks to the conclusion
of a specific trade agreement as well as on opportunities arising through the partner country’s
commitments under the WTO General Agreement on Trade in Services and through unilateral
measures and current practices. BusinessEurope welcomes the recent publication of a guide to
CETA for EU services suppliers and calls for similar guides to be provided for other important EU
FTAs.

e TheEUFTAsprovidecomprehensiverulesandsignificantprocurement marketaccessopportunities
for European companies in partner countries. However, there is a lack of transparency regarding
the tenders for which European companies can bid in third countries, which makes it more difficult
and costly to benefit from these provisions. Inside the European Single Market, the Tenders
Electronic Daily portal contains easily accessible information on all tenders the value of which is
above a certain threshold. If tenders on all levels of government in third countries with which the
EU has an FTA were published in a dedicated section of this database, this would greatly enhance
the ability of European companies of all sizes to benefit from the procurement chapterin EU FTAs.
For example, Canada agreed to publish all its public tenders on a single procurement website
under CETA and this information could be transposed easily into the EU portal. Similar steps have
been taken in the case of Japan, but often companies are not aware of such information being
available. A closer cooperation with national authorities to ensure the information is provided to
companies is key.

3. STEPPING UP COMMUNICATION AND OUTREACH

Both in the EU and in partner countries there remains a lack of awareness of the opportunities that FTAs
offer. This is particularly the case in the first couple of years of their implementation as studies show
that utilisation usually increases with time (with South Korea, for example, the PUR improved from 68%
in 2015 to 81% in 2018)¢. The EU institutions and member states need to work more actively with all
relevant stakeholders and the partner countries concerned to change this.

e More actions at EU, national and local level need to be taken to raise awareness about the EU FTAs
amongst SMEs, which make up 86% of all EU exporters and 30% of EU goods exports’. Member
states need to promote the agreements in their respective national languages amongst potential
exporters in cooperation with business federations and other relevant stakeholders and help
companies to use and benefit from them. This should include the development of binding national
implementation action plans for each FTA before its entry into force. Moreover, the Commission
could develop a set of best practices that member states could adopt in their promotion activities.
It is also critical that a close cooperation and exchange of information are established at an early
stage between national and regional entities involved in the negotiation phase of the FTA and those
entities involved in export promotion activities. Export promotion agencies and especially customs
authorities should play a central role in the promotion of FTAs in member states.

6 National Board of Trade Sweden and UNCTAD, The Use of the EU’s Free Trade Agreements: Exporter and Importer Utilisation of Preferen-
tial Tariffs, 2018
7 European Commission, Small and Medium-Sized Enterprises and the Transatlantic Trade and Investment Partnership, 2015
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Importers are key actors in the utilisation of tariff preferences under an FTA as duties are paid
in the importing country. While exporters benefit indirectly from increased competitiveness when
their goods are eligible for the preferential tariff under an FTA, it is the importers who have a direct
economic incentive to use FTAs as they benefit from duty savings when utilising tariff preferences®.
Thus, if the EU wants to increase the preference utilisation rate for its exports, importers in partner
countries must not be neglected. Outreach activities could include seminars on opportunities
offered by the respective FTAs and on how to apply for tariff preferences, e.g. under the REX
custom procedure, amongst other things. The EU’s outreach in FTA partner countries should be
conducted in close cooperation between EU delegations, national representations and business
representatives as well as customs and other authorities of the partner countries, including also
European and national chambers of commerce. Efforts in this regard have recently been made by
the European Commission in cooperation with EU delegations in Latin America and produced the
first encouraging results. These endeavours should be extended to other countries. In addition,
the EU’s outreach actions should also target customs brokers as it is often them who undertake
the customs-related administrative work for companies, particularly for SMEs, and they will pass
on information on opportunities to save money to their customers.

Finally, the Commission and especially member states should enhance their efforts to raise the
awareness of citizens about the positive effects of FTAs by bringing more concrete examples on
their websites and social media pages.

4. ENFORCING RIGHTS AND SEIZING OPPORTUNITIES
UNDER EU FTAS

To ensure that FTAs deliver, a comprehensive enforcement strategy should be established and
coordinated by the Chief Trade Enforcement Officer (CTEO) and his team. The CTEO should focus on a
positive agenda, where possible, and he should not use his role for protectionist purposes:

FTAs are of limited value to business if there is insufficient capacity or willingness to secure their
full implementation and enforcement. The European Union should not shy away from launching
dispute settlement mechanisms if an FTA partner does not comply with the agreement terms or
from withdrawing FTA commitments when warranted.

Furthermore, both parties to agreements that provide for an Investment Court System mechanism
should take the necessary measures to ensure that the mechanism is fully functional and
operational when the agreement enters into force.

The CTEO shall endeavour to find an amicable solution with the relevant authorities of the third
country in the shortest time period. This requires that the CTEO takes action as soon as a problem
has been identified and reported with substantiated evidence by member states, EU delegations in
third countries or relevant Commission services, business or other representative stakeholders.
The CTEO should be able to initiate cases on his own initiative as well.

A better coordination between EU-level efforts and national efforts on trade diplomacy is required,
as well as further support by member states to the EU’s efforts in solving trade irritants and trade
barriers.

To ensure that business concerns are properly followed up on, we would recommend setting up
a systematic consultation process ahead of implementation committees held under FTAs. While
stakeholders and member states are sometimes informed in Market Access Advisory Committee
meetings, this does not always take place sufficiently far in advance and does not always provide
the right framework for a sector to discuss concerns that may be business sensitive or too complex

8 National Board of Trade Sweden, Who Uses the EU’s Free Trade Agreements? A transaction-level analysis of the EU-South Korea free
trade agreement, 2019
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to explain in a one-minute intervention. It is important to allow for meaningful exchanges between
the CTEO's team, member state representatives and companies/trade associations. Being on the
frontline, companies are the ones able to report on concerns about non-implementation of FTA
provisions. Moreover, networks should be established between the Commission (including EU
delegations), member state embassies, export promotion agencies and businesses to detect and
address trade barriers that are in violation of the EU FTAs.

The CTEO should engage in a regular and structured dialogue with stakeholders and civil society
organisations, to ensure all views are represented in a balanced manner.

It is important to provide the CTEO with enough resources to coordinate and address issues
under FTAs. All directorates within the European Commission as well as EU authorities should
support him and his staff in the performance of their tasks. Considering that certain areas of
FTA implementation are the responsibility of other directorates general than DG TRADE (e.g. DG
TAXUD for technical customs issues), the relevant actions should be coordinated by the CTEQ's
team. Secondly, when needed, the CTEO must be given political backing to act upon concerns
using all available bilateral and multilateral means, should the other party fail to live up to its
commitments.

The CTEO should act on the basis of a clear mandate and be accountable and transparent. A
report on the ongoing and planned activities and priorities should be published annually.

Even after the end of negotiations, FTAs should be regularly updated and continuously improved
to reflect political and economic developments and remain relevant to companies. The CTEO
should work proactively towards this end. This could include using the review clauses as well
as the committees under the FTAs more strategically and consulting the business community
regularly. Moreover, the EU should make a more proactive use of the opportunities for regulatory
cooperation that EU FTAs provide to tackle existing non-tariff barriers and prevent new ones from
emerging.

Domestic Advisory Groups (DAGs) play a crucial role in monitoring the implementation of trade
and sustainable development chapters of EU FTAs. As the number of DAGs has increased in recent
years, it is important to ensure these bodies are kept efficient and effective. They represent the
best platform to discuss issues in the implementation of trade and sustainable development
chapters and, should monitoring reports highlight breaches of FTA provisions, all procedures must
be followed swiftly. The balance of interests represented in the DAGs must always be ensured and
reflected in the working programme. This is particularly important as the scope of sustainability
chapters is constantly extended to new areas.

5. MAKING THE REPORT ON THE IMPLEMENTATION OF FTAS MORE
COMPREHENSIVE

The annual report on the implementation of EU FTAs, which the European Commission launched in 2017,
provides valuable insights to business and the broader civil society. With the creation of the position of
an EU Chief Trade Enforcement Officer, the focus of the EU trade policy should be even more on the full
implementation of existing FTAs. It will therefore be even more important for the report to provide a
comprehensive account of all relevant aspects of FTA implementation:

In 2018, services exports accounted for 32% of the value of total EU exports’. However, the sections
dedicated to services trade in the yearly FTA implementation report and its staff working document
are short and lack detail. This does not adequately reflect the high importance of trade in services
for the EU. Efforts should be made to improve data collection and create more detailed statistics
so that future reports can include a more detailed analysis of services trade and its evolution.
Services trade should not only be analysed as an aggregate but also on a sectoral level and by

® World Trade Organisation, World Trade Statistical Review 2019, 2019

RECOMMENDATIONS ON THE IMPLEMENTATION OF EU FREE TRADE AGREEMENTS - OCTOBER 2020 9


https://www.wto.org/english/res_e/statis_e/wts2019_e/wts19_toc_e.htm

mode of supply in order to give the reader a clear idea of which sectors matter in which countries
and how trade in these sectors has evolved. Where data on bilateral flows is not available, the
report should at least give an indication of the main services a partner country exports to and
imports from the rest of the world - e.g. using data from the OECD Trade in Value Added (TiVA)
database, and the WTO TISMOS database. This can be combined with qualitative data and proxy
variables that can help determine which services sectors are important in the EU’s trade relations
with a given country.

e The EU is the world’s main provider and the top global destination of foreign direct investment
(FDI)™. Modern FTAs make a major contribution to creating an environment conducive to inward
and outward FDI, providing legal certainty and removing barriers to investment. However, little
information on the composition of foreign investment in the EU and EU investment in partner
countries can be found in the yearly report. Yet, this information is crucial for fine-tuning the EU
trade and investment policy and maximising its benefits. Therefore, future editions should provide
information on inward and outward FDI stocks and flows between the EU and partners by sector,
drawing from existing databases.

e The EU is one of the most open public procurement market globally, but European companies
do not enjoy similar access to most third markets, where they face both de jure (for instance,
“buy national” provisions) and de facto (for instance, lack of transparency, corruption) market
access barriers. FTAs play an important role in tackling this imbalance; however, there is little
data available on the impact that FTAs have on improving access for European companies. For
countries for which sufficient data is available, the report could for instance provide estimations
on the share of a partner country’s public procurement contracts awarded to EU firms and to
international firms. Comparing these values over time could give interesting insights on whether
bilateral agreements are an effective way of rebalancing the procurement markets.

e The most advanced FTAs include provisions that ensure the implementation of the “spirit” of the
agreement, preventing unnecessary non-tariff barriers from arising at a later stage. Therefore,
the report should include a section dedicated to documenting progress in the area of regulatory
cooperation for each of these FTAs.

» The preference utilisation rates (PUR) of EU exports to different partner countries are not directly
comparable since each country uses a different methodology for its data collection'. The EU could
advocate for the development of a centralised approach for collecting and analysing PUR data
within the WTO. Ideally, this could culminate in the creation of a centrally held, WTO-driven and
standardised database of utilisation data for FTAs. It is important, however, to use and harmonise
established data sources and not to additionally burden companies by imposing new reporting
obligations.

e We call on the European Commission to include in all future FTAs provisions that facilitate the
collection and the exchange of aggregated data on the implementation of the agreement in the
partner country. Confidential business information should not be exchanged in any case.

e When presenting PUR figures for each trade partner of the EU, DG Trade could give an assessment
(at least in part] of the main reasons explaining the non-utilisation of tariff preferences by either
the exporter or importer side (low marginal cost, low tariff margin, excessive bureaucratic burden,
lack of information, inability to use desired suppliers, etc.). This will help to properly design
promotional activities on FTAs by export agencies, business federations and customs authorities.
It could also be used to improve the rules established by FTAs and the application of these rules.

e |nadditiontothe PUR, the Commission should develop otherindicators that reliably and objectively
gauge the implementation of different chapters of the EU FTAs, for instance on the adoption of
trade facilitation measures, or the compliance with commitments in the trade and sustainable
development chapter.

® World Trade Organisation, World Trade Statistical Review 2019, 2019

10 https://ec.europa.eu/trade/policy/accessing-markets/investment/
" ECIPE, Preference Utilisation and Customs Data: The Missing Pieces of the FTA Puzzle, 2019
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It would be useful to have a clear view of the implementation-related issues reported by companies,
trade associations or member states, and to better show where progress has been or must be
achieved. In this regard, BusinessEurope recommends including in the report a table tracking
developments on these trade issues [in practical terms, by including a column showing whether a
problem is solved and, if not, what next steps are contemplated by the Commission). Such tables
could also be made available in the Market Access Database. This would allow the Commission
services, member states and stakeholders to keep track of the progress made on implementation.

In addition to the analysis of specific FTAs, the annual report should also cover the cumulative
effects of all EU FTAs on EU trade flows, with a particular attention to sensitive sectors such as
agriculture. The aim should be to provide an overview of the overall economic impact of EU trade
agreements.
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