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RETHINKING TRADE MATTERS 
Europe’s success depends on an open economy,  

free trade and fair competition  
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• When the world economy becomes more uncertain, the 
EU must resist protectionism and stay a strong defender 
and developer of an open economy, free trade and fair 
competition.

• Trade and investment are the cornerstones of the EU 
economy, as the success of Europe depends on how 
competitive its Internal Market is, and how EU trade with 
the rest of the world functions. 

• European business is already very closely connected to 
the rest of the world and global value chains. The EU 
must continue to take assertive action to develop both 
multilateral trade regimes and bilateral trade deals. 

• In the new normal – after COVID-19 – geopolitics, climate, 
digitalisation, human rights and labour issues will have 
impact on trade. It is time to rethink global and EU rules 
and to design effective tools for better market access 
and a level playing field. The EU as a global actor must 
act smartly when adopting the new EU trade policy.

• The new EU trade policy must lead to ambitious but 
pragmatic trade action. The EU needs to work together 
with leading trade partners to address challenges 
related to trade and competitive distortions.

According to the European Commission, in 2019 more than 
€3.1 trillion worth of goods and services were exported 
by the EU and €2.8 trillion of goods and services were 
imported. In sum, this makes the EU the biggest actor on 
the world trading scene. However, by 2026 more than 80 % 
of world GDP is expected to be generated outside the EU, 
which might shift negotiation power to other major global 
players.

Source: International Monetary Fund, GDP (Current prices).
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Acting smartly in a changing world economy
The wind of change is blowing in the world economy. Increasing 
geopolitical change, protectionism, regionalism and nationalism 
are challenges for the European economy and our value chains. On 
the other hand, the advances of the digital and green economy will 
offer new opportunities for Europe to become more competitive in 
the world economy.  

EU trade policy is an essential tool to respond to the wind of change 
and it must continue to improve market access and ensure level 
playing field from a European perspective. An open economy, 
free trade and fair competition work well for Europe when they 
are based on predictable, modern, global rules and bilateral trade 
deals. Europeans must have better opportunities to trade, invest 
and join public procurements in third countries, where imported 
goods and services from third countries must respect EU Internal 
Market standards.

The global pandemic has shown how vulnerable the EU Member 
States are to distortions in global value chains. After COVID-19 the 
EU must assess how EU trade and industrial policies with EU FTAs can 
support European companies by providing solid and fair business 
conditions for export, import and investments. The diversification 
of supply chains may be an important step to strengthening the 
EU’s resilience. 

With 46 EU free trade agreements (FTAs) with 78 countries, the EU 
has the world’s largest network of trade deals. It is strategically 
important that the EU continue to strengthen this unique network 
of EU FTAs by updating old deals and signing new ones. While 
today the EU is the most important trading partner for over 70 
countries around the world, by 2026 over 80 % of the world´s GDP 
is expected to be generated outside the EU, which might weaken 
the EU’s negotiation power. 

The smart use of bilateral EU FTAs can improve better market access 
and ensure a level playing field from a European perspective. 
Modern EU FTAs must support our interests from trade to 
digitalisation and sustainability in a changing global business 
environment, including value chains. 

The modernisation of the World Trade Organisation (WTO) and 
multilateral trade regime is also very relevant for the EU, because 
over 60 % of EU external trade, including with the USA, China, India 
and Russia, is still based on general WTO rules. A modern WTO 
agenda will cover issues related to traditional and digital trade 
as well as sustainability, climate and labour in order to level the 
playing field.

To change the narrative of international trade, the EU and EU 27 
member states need to foster stakeholder engagement in trade 
policy from preparation to enforcement. Closer stakeholder 
cooperation may help us to understand the coming challenges 
from geopolitical change to human rights and from climate to 
high-tech advances such as Artificial Intelligence.  

An effective and successful EU trade policy supports trade, 
investments and job creation. Positive economic development 

TO BE AVOIDED

• The competitiveness of European business and value chains may 
suffer, 

- if tension between the USA and China grows.

- if global and European value chains are disrupted by protectionism. 

- if the WTO reform fails, as it is very relevant for EU trade.

- if EU FTAs cannot be signed due to overly ambitious content 
criteria.

- if EU trade policy lose sight of its primary mission, which is to 
improve market access. 
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TO GO FURTHER
• To stay competitive in a changing world economy, we need an 

open, digital and green Europe supported by a modern and 
effective trade policy. 

• Europe’s trade policy has to work towards better market access 
and a level global playing field with open, free and fair trade and 
fewer trade distortions.

• Innovation in goods and services will help Europe strengthen its 
global position and gain better market access. Therefore, a wide 
network of free trade agreements is essential.

• An open economy with predictable market rules will attract 
further investment and support job creation in Europe. Therefore, 
the EU should avoid any kind of protectionism. 

needs a sound combination of different policies, whereby trade 
policy is only one part of solution. It cannot resolve e.g. social 
inequality, but it can support the right kind of societal development.

At present the EU may have the strongest negotiation power it 
has ever had, but the situation may change. The EU must smartly 
use offensive and defensive trade policy in a way that supports 
European interest in the short and long term, and must establish 
strategic cooperation with trading partners on priority trade 
matters.      

©
 s

hu
tt

er
st

oc
k:

Tr
av

el
 m

an
ia


