
The State of Trade in the EU

The European Union (EU) enjoys the status of a global trade 
powerhouse. It is the second biggest exporter of manufactured 
goods and services with a global share of 15% (only extra EU-28 trade 
flows) in 2014. In terms of imports, it has the second biggest global 
share at 14.5% (only extra EU-28 trade flows). Besides some of the 
leading export and import figures, it is also at the forefront of trade, 
as the largest investor and most important investment destination. 
It is therefore uniquely positioned to shape the development of a  
rules-based global trading system and influence its external growth.

However, EU trade is faced with tumultuous and uncertain times.  
The World Trade Organization (WTO) reports increased trade barriers and 
a stagnation in world exports. Although the trade arrangement with the 
UK will retain the status quo for the time being, the prospect of a “hard” 
Brexit looms large, despite calls for a “soft” Brexit from moderates. If a 
“hard” Brexit were to happen, it would effectively mean the introduction 
of trade barriers and the loss of major trade opportunities. 

Moreover, the most ambitious and well-intended, growth-supporting 
trade negotiations face obstacles, whether it is opposition from a segment 
of civil society or elected officials. The final shape of the Transatlantic 
Trade and Partnership Agreement (TTIP) has yet to be negotiated in the 
midst of public outcry over the agreement. The Comprehensive Free 
Trade Agreement (CETA) with Canada has been finally signed after a delay 
caused by the Walloon parliament.

Trade has undoubtedly driven growth figures forward for decades and 
contributed to Europe’s rise as a global superpower. Trade is needed 
more than ever as a driver for growth in times of crisis. A proactive, 
results-oriented trade agenda should be pushed forward with a sense 
of urgency by business representatives. 

Proactive Trade Agenda 
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Communicating the Benefits 

While it is generally agreed that business stands to win by opening 
up trade – whether through enhanced productivity, innovation or 
economies of scale - one needs to be careful not to overgeneralise. 
Benefits are not shared equally by all sectors of the society and there 
are certainly losers and winners. Some sectors will be adversely 
affected while others will benefit, but as long as various labour and 
environmental standards are not lowered and the overall benefits 
outweigh the disadvantages, trade should be pursued. 

Consumers, on the other hand, stand to gain from trade liberalisation 
in any scenario. Free trade enables lower prices for them, along with a 
greater choice of goods, brands and varieties. In other words, consumers 
are currently the ones who pay the extra cost of increased barriers in the 
market. 

Over 30 million jobs in Europe depend on exports, or nearly 1 in 7 jobs. 
In addition, 80% of imports constitute input into the production process 
and are thus essential for competitiveness. Since 90% of the world’s 
future growth is expected outside of Europe’s borders, these numbers 
are certainly going to rise and thereby amplify the importance of trade.  
The EU-South Korea Free Trade Agreement (FTA) provides a shining 
example of the positive impact free trade can have in a short timeframe. 
Five years since it entered into force, EU exports to South Kore have 
increased by 55% and European companies have saved €2.8 billion in 
scrapped or discounted customs duties.

In order to realise the potential benefits of free trade, pressing problems 
need to be addressed. It is imperative to tackle the perceived legitimacy 
crisis and rebuild trust with the people; people’s approval is needed to 
pursue Europe’s ambitious trade policy. Having an open discussion about 
objectives and mandates prior to any trade negotiation, transparent 
communication on ongoing negotiations, and clarifying their outcomes 
to the general public should provide a remedy to this ailment. In other 
words, further trade liberalisation rests on EU’s ability to engage its own 
citizens in a constructive dialogue and to communicate the inextricable 
link between trade, European welfare and employment. Part of the 
responsibility also lies with the national governments. Aside from 
empowering the European Commission to negotiate, they should focus 
on ensuring continued political support at home during the process and 
perhaps institute more channels of communication with the Commission. 
Trade policy cannot be held hostage to internal domestic political issues. 
Moreover, while negotiators are concerned with negotiating issues 
such as regulatory cooperation, levels of protection, public services and 
investment protection, the central question for numerous citizens remains: 
are free trade policies taking into account and mitigating possible adverse 
impact of removing protectionist barriers for those industrial sectors 
where jobs are more likely to be lost than created? The impact on this 
limited number of adversely impacted sectors is what fuels a great deal of 
resentment toward TTIP and other agreements. 

It is also important to address issues such as the digital economy. Digital 
economies have changed the global economy, created new products, 
services and distribution channels, but have also introduced new barriers 
to trade. Trade policy should find ways to tackle barriers such as restriction 
on data use. Continued recovery and a boost in growth figures will not 
only depend on trade. It is equally important to continue along the path 
of fiscal re-balancing and making structural adjustments that Europe has 
embarked upon in the past few years.

Trade always led to structural changes in the economy: while more workers 
were hired in certain sectors, companies that were not competitive had to 
adjust and potentially reduce employment. 

The resistance to free trade must not be underestimated and policies need 
to be in place to address possible challenges created in certain sectors. 
One of the ways to increase public support to free trade is - in parallel 
to FTAs - to ensure support for labour market transitions by facilitating 
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upscaling skills, re-training and promoting basic education systems that 
produce transferable skills. It is the Member States’ role to intervene 
judiciously in order to make this transition smoother. 

Business has a role to play during the negotiations. Europe needs the 
voices of those that see the benefits of trade and who feel the benefits 
of trade the most. In other words, companies need to speak out in favor 
of trade. It is imperative that they point out that more can be done to 
facilitate investments, remove non-tariff barriers etc. and that they  
pro-actively voice their support for trade liberalisation and the finalisation 
of current negotiations. Since business is uniquely positioned to advocate 
these things, it should take initiative in quadripartite negotiations with 
trade unions, consumers, environmentalist representatives and NGOs and 
make the benefits clear. Effective social dialogue is not only needed at the 
European and national level, but also at the company level, so that social 
partners can come up with the changes needed for companies to flourish.

Trade and Growth: The Case of Finland 

The impact of the EU’s trade policy on growth opportunities, the added 
value of common trade policy and fair rules in the global market are 
key factors that tipped the Finnish government in favour of applying 
for EU membership in the 1990s. In retrospect, it was the right decision 
to make. According to a recent study conducted by the Bertelsmann 
Stiftung, out of 42 countries, Finland has benefited the most from 
globalisation in the period between 1990 and 2014, measured by 
purchasing power per capita.   

In Finland, 10% of employment is export-directed, while exports represent 
26.4% of GDP. Despite its small population (115th globally), the country 
has the 43rd largest export economy. 

Small and medium-sized enterprises (SME) are especially export-
oriented. SMEs already employ two thirds of the workforce in Finland 
and generate over half of total company turnover. The number of 
exporting SMEs is increasing daily and they contribute to jobs and growth 
based on international trade. Export destinations include not only the 
neighbouring markets in Sweden, Russia, Norway etc., but also faraway 
overseas countries.  

Finland has a strong tradition of free trade with each successive 
government after WWII in favour of it. It comes as no surprise then that for 
Finland, trade policy remains a key area in ensuring a viable, competitive 
and stable European Union. There is a very strong consensus among social 
partners that free trade is good for the country and Finland believes that 
this positive sentiment towards trade liberalisation should be shared 
across the European Union. 

Trade is of course faced with challenges. The regulatory burden is much 
heavier on SMEs due to their size and results in extra costs and missed 
business opportunities. For instance, the biggest trade barrier for the 
Lappset Group – a playground equipment manufacturer – is the forest 
certification and FSC certification especially. Due to the limited availability 
of Finnish FSC timber (80 % of Finnish forests are PEFC-certified) one has 
to rely on imports from Russia, Sweden etc. to get FSC certified products 
to the market. Standards represent another challenge, with companies 
having to pursue different standardization schemes for foreign markets. 
When it comes to public procurement in certain Asian companies, local 
content requirements dictate that 90% of the materials used need to be 
sourced locally. 

However, great opportunities also lie ahead. Markets with growth 
opportunities for Finnish companies are located in nearby Sweden, 
Russia, Germany and Norway, as well as in the U.S., China and Japan.  
The government should pursue agreements that further liberalise trade 
and contribute to the creation of jobs and growth.
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This document provides a summary of the 
discussion entitled “Strengthening European 
Growth and Competitiveness: Proactive Trade 
Agenda – NOW!” which was held in Helsinki, 
Finland on 26 October 2016. The conference was 
organised jointly by the Employers’ Group of 
the European Economic and Social committee, 
the Confederation of Finnish Industries and ICC 
Finland. 
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Conclusion

It is worth keeping in mind the recent positive developments all across the 
EU, not just in Finland. The EU trade agreements with South Korea, Chile 
and Mexico, to name just a few, have proved to be a success. With regard 
to the WTO, the Trade in Services Agreement (TiSA) and the Environmental 
Goods Agreement (EGA) are moving forward, while the adoption of the 
trade facilitation agreement is on the horizon. In a similar vein, the trade 
talks with Japan and the Southern Common market (MERCOSUR) are also 
moving forward. Despite all the criticism, uncertainty and pessimism, 
these positive examples should serve as an impetus for our future trade 
agenda.

However, the European Union and its Member States should learn from 
the recent obstacles encountered by the ambitious CETA agreement, 
and the development of anti-trade movements over the past few years.  
In order to tackle the lack of trust among citizens, there is an urgent need 
to implement trade policy in a different way. Trade agreements should 
be dealt with in a more pro-active and inclusive way which implies 
debates with national instances prior to the start of the negotiations and 
taking into account various stakeholders and citizens’ concerns on board 
throughout the negotiation process.


