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The EU’s new trade strategy instrumentalizes trade policy more forcefully in order to
promote EU values such as democracy and human rights. A value-based and more
defensive trade policy can lead to conflicts spirals, especially with China. The EU also
needs to be prepared for potential setbacks in developing the transatlantic relations.

In the coming weeks, the EU’s
trade policy will see the most sig-
nificant changes in decades. The
new trade strategy introduced by
the Commission to the member
states is shifting the emphasis and
modifying the structures of the EU
trade policy goals. These chang-
es are reflecting growing needs to
improve the EU’s defensive trade
policy capabilities to respond to the
new challenges related to the rise
of China, and the intensification of
great-power competition between
the United States and China.

The EU trade policy has always
been based on balancing between
the defensive interest to protect the
internal market on the one hand,
and safeguarding export-related
offensive market access interests
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on the other. This balance has been
shifting for a while now more in the
direction of defensive interests and
the new trade strategy will further
strengthen this change. The strat-
egy is aimed at creating a more
effective and comprehensive set
of trade policy tools to impose, or
at least threaten to impose, more
restrictions unilaterally on foreign
trade and investment.

The new strategy will entail
structural changes but also modi-
fy the objectives of the EU’s trade
policy. Despite the fact that trade
policy, by nature, entails coordi-
nation between the different aims
and interests of different policies,
the EU trade policy has traditional-
ly focused on economic objectives.
The EU’s new trade strategy will,

however, change the relationship
between trade policy and other
policies in an unprecedented man-
ner. Aims related to security, cli-
mate and human rights will become
more integral parts of trade policy
decision-making and instruments.
The EU’s industrial and competi-
tion policies along with other EU
internal market policies will also
have a stronger role in directing the
EU’s trade policy. The strategy also
introduces a new sector of respon-
sibility for trade policy: combatting
the economic inequality develop-
ments inside the EU.

In order for the EU to be better
able to tackle global challenges that
are becoming more complex, it also
needs to use trade policy more in
defending its values and interests.
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This will, however, create vari-
ous problems for trade relations
between the EU and third coun-
tries. Problems will most probably
emerge with China in particular,
which shares neither the EU’s val-
ues nor its social system, but is,
nonetheless, the EU’s second big-
gest trading partner. The adversarial
pressures of the EU-China relations
will force the EU to determine a
clear order of priority between eco-
nomic and other policy objectives.

Tensions in the EU-China re-
lations were already heightened
in March as the EU’s new human
rights sanctions regime was applied
and sanctions against China were
imposed. China wasted no time
in responding to the EU’s action
with countersanctions. Although
the EU’s ability to form a common
front towards China turned out to
be better than expected, China’s
rapid counter-reaction came as a
surprise to the EU and revealed its
lack of preparedness for deteriorat-
ing relations.

As the increasing tension with
China can be detrimental to Eu-
ropean companies and the EU’s
economy alike, the EU needs to
consider options to counterbalance
possible negative effects. The EU
should also allocate more resources
to trade liberalization with its big-
gest trading partners to balance its
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new defensive agenda. In addition
to negotiating and ratifying new
trade agreements, the EU needs
to update existing ones in order to
meet the requirements of both the
digital and the green transition.

A crucial problem concerning
the strategy is that it puts too little
emphasis on deepening the EU’s
trade relations with key partners.
The relationship with the United
States is an exception. Expecta-
tions of developing the transatlan-
tic relations are great, and possibly
over optimistic. The new strategy
is aimed at renewing both the bi-
lateral trade relations as well as re-
forming the multilateral trade rules
based on common values shared by
the EU and the United States. Join-
ing forces to defend democracy and
combat authoritarianism is a clear
reaction to China’s growing pow-
er. However, sharing values is still
a long way from reaching a mutu-
al understanding of trade rules in
questions related to digitalization,
the green transition or even na-
tional security.

For example, the EU’s plans to
proceed autonomously in prevent-
ing carbon leakage by imposing a
carbon border mechanism could
be interpreted by the US and other
trading partners as a protectionist
action providing justification for
countervailing measures.
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In addition to increasing the risk
of trade conflicts, the new trade
strategy will also have an impact
on the EU’s internal decision-mak-
ing and EU member state relations.
A trade policy giving priority to
defensive interests might breed
resistance among those member
states that traditionally stress the
importance of open markets and
liberal trade policy.

Emphasizing human rights
and environmental values to the
extent that they subordinate eco-
nomic interests might test the
internal unity of the EU. Hence,
the increase in the diversity and
complexity of interest in trade
policy might make it even more
difficult to define the EU’s inter-
est as a whole, and to coordinate
the positions of individual member
states, a prerequisite for achieving
a common EU position.

Approval of the EU-Mercosur
free trade agreement would be a
significant showcase for the new
EU trade policy. Approval of the
agreement is being delayed because
of the EU’s internal problems coor-
dinating social, climate and econ-
omy-related interests. These chal-
lenges should not, however, lead to
the stagnation of the EU’s capacity
to act, or to the failure of agree-
ments of strategic importance. /
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