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EU-US relations: a more proactive agenda is needed 
 

 

During its 5th meeting on 12-13 June 2019 in Brussels, the tripartite, independent High Level Group on 

Innovation in Trade Policy continued to ‘think outside-the-box’ on how to innovate trade policy-

making in the EU. This task was given to these temporary think tanks, set up following an initiative in 

the Competitiveness Council.1  

The High Level Groups are an ‘open innovation’ approach between governments, business and 

academia, to inject innovative policy ideas into the EU system.2 

 

Executive summary 
 

Multilateralism is at stake due to recent US administration measures, leaving the EU more vulnerable 

geopolitically but also in trading order. EU therefore has to become more assertive, defending its own 

standards (consumer, climate change) but also counter-arguing the US narrative of alleged trade 

deficit, by pointing out the US surplus of trade in services. At the same time, benefits of rules-based 

trading between the US and the EU need to be highlighted to seek a mutually benefiting outcome. 

Moreover, the US has to remain fully under WTO (reformed) framework; the EU needs to protect its 

strategic stakeholders from extra-territorial effects of US sanctions; and re-think the logic of military 

trade vis-à-vis new EU initiatives such as European Defense Industrial Development Program and 

Permanent Security Co-operation. 

 
 

Introduction  

With the current United States administration pursuing an agenda aimed at rescuing as much as 

possible of its geopolitical and economic power, European interests are under strain more than ever 

before. The long-accepted notion of a multilateral, rules-based trading order – of which the EU and 

US were for decades the most vocal champions (though not always exemplary practitioners) – has 

been called into question by disagreement over the WTO dispute settlement mechanism, threats and 

application of tariffs outside of WTO norms, and the side-effects of the US-China trade disputes. 

Europe’s relationship with the US will be influenced by its relationship with China, which will be 

                                                      
1 Council of the EU, 5-6 December 2011, Presidency Note.  
2 Members participate in their personal capacity. All recommendations for action and all ideas for further 
consideration have not always been agreed on by all members, but advice is based on a very wide consensus. 
The final version is written under responsibility of the chairman and the secretary general.  
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influenced also by its relations with the rest of the world, where both are competing too. This requires 

a complex management of foreign and trade policies for which the EU is ill-equipped, both 

conceptually and operationally. It would be naïve to expect a return to the past. 

As a first priority, the EU must abandon its defensive approach and begin setting itself the agenda, 

driven by its own interests and values. A firm stance should be taken, based on the idea that Europe 

will proactively and firmly defend its own policy-making space, whether on trade or anything else, 

possesses its own levers (e.g. consumer standards, climate change) and can rely on the support of 

other global players if necessary. A more balanced agenda with the US must be set, where there are 

clear mutual benefits for both parties. There is a large community in the USA which is close to EU 

thinking on global issues and all efforts should be made to nurture them; this includes bi-partisan 

groups in the US Congress.   

Indeed, the present difficulties are not insurmountable; on certain issues it might even be said that 

President Trump is right in his analysis, but wrong in his solutions. There are certain things the EU can 

do to address US concerns – on China and WTO rules for example – and even to build upon co-

operation in specific areas and construct a stable framework for relations. The US has much to gain 

from access to the EU market, particularly in terms of selling its agricultural products, liquefied natural 

gas (LNG) and military equipment. 

 

RECOMMENDATIONS 

 

I. Work to keep the United States within the WTO framework 

 

By invoking national security concerns as justification for imposing unilateral tariffs, the current US 

administration has challenged the basic tenets of the multilateral, rules-based international order on 

which the WTO was initially founded. On top of this, Washington has blocked any further 

appointments of judges to the Appellate Body, effectively bringing the dispute settlement mechanism 

of the WTO to a standstill. It is important to remember that multilateral rules are intended to protect 

the less powerful from the more powerful, and the European Union can at times be among the ‘less 

powerful.’ 

 

While challenging from an operational point of view, the conflict over the Appellate Body is merely a 

symptom of deeper and broader problems at the WTO. In particular, there is a pressing need to update 

the WTO rulebook on a wide range of issues, where in fact the EU and the US mostly agree on the 

objectives: subsidisation and transparency, state-owned enterprises, technology transfers, services 

and investment, special and differentiated treatment, etc. Nevertheless, the EU should stand firm to 

preserve a biding and independent dispute settlement body.  
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The US should be seen in the future as one ally of the European Union among others, and every effort 

should be made to maintain dialogue with American counterparts and ensure that they remain a WTO 

member. The views of the transatlantic relations from the 20th century should have no place anymore 

in policy making during the 21st. At the other hand, it is worth recalling that, despite the public displays 

of friction, the US has continued to engage fully with the WTO on many of the less visible levels (for 

example on e-commerce).  

 

 

II. Broaden the EU-US dialogue to include services as well as goods 

 

One of the chief grievances of the Trump administration is that the US suffers from a trade deficit in 

goods vis-à-vis the European Union, which they have attempted to redress this via the imposition of 

retaliatory tariffs on EU steel and aluminium imports. While technically accurate, this narrative 

distorts the crucial broader picture: namely, the US dominates global trade in services with a growing 

surplus which more than compensates for the goods deficit. In addition, the figures alone may conceal 

a more complex economic reality, requiring that one takes into account global value chains of US 

companies in Europe, of European ones in the US, the overall benefits of employment creation, and 

of course taxation. 

 

Therefore, the Commission should be much more outspoken in raising the issue of the US services 

surplus during on-going discussions with the United States Trade Representative (USTR). It should 

send an unambiguous signal to the American public that there are benefits moving in both directions, 

especially in the digital sphere. The EU must start from the logic that technology and digitalisation is 

only going to lower the traditional barriers to trade (distance, language, etc.) and therefore the 

process of growing economic interdependence will continue, forcing political co-operation – or 

increasing the costs of not co-operating.3  

 

Having said that, the EU should not lose its focus on goods and the potential to obtain benefits for 

itself. For example, any trade deal should include provisions on car parts, despite US reluctance.   

 

 

III. Build on regulatory co-operation and gradual opening up of markets 

 

On 15 April 2019, Member State governments agreed on the EU negotiating mandate for trade talks 

with the United States. Even if a comprehensive trade agreement is not politically feasible (given the 

strong opposition of European citizens to a TTIP), this nevertheless represents an opportunity for the 

two sides to pursue a more piecemeal approach by strengthening co-operation in specific economic 

sectors. Trade in goods and services in both directions across the Atlantic could be significantly 

enhanced by removing or minimising a variety of non-tariff regulatory barriers.  

                                                      
3 Gabriel Felbermayr, “Dealing with Trump” ZBW, Leibniz Centre for Economics, 2018 
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Sector-specific agreements could be made both for their inherent benefits and to communicate 

constructive relations and ‘wins’. Besides building co-operation in the sphere of data protection and 

the digital economy, another area ripe for collaboration is convergence of standards and 

requirements, as well as conformity assessment. In the medical devices industry for instance, 

European companies tend to face obstacles in accessing the US market due to long waiting times for 

licences. Many other sectors would benefit greatly from mutual recognition of compliance 

documentation, including large equipment and construction products.  

 

Agriculture has so far been excluded. However, there are fundamental differences between the US 

and EU farming sectors: the United States is heavily weighted towards commodities such as soybean, 

corn and wheat,4 whereas the European sector is much stronger on processed final products.5 It also 

has a stronger ecological dimension. Nevertheless, maybe there is some space for “give and take” on     

trade in certain commodities and in less sensitive sectors, while maintaining the European model 

which will evolve anyway as a result of new bio-sciences and digital technologies.   

 

On the other hand, our high environmental and consumer protection standards must not be diluted 

in the pursuit of closer commercial ties. Over-ambitious concessions– at least before a radical 

innovation of Europe’s agricultural policy – would have far-reaching consequences for Europe’s 

biodiversity and landscapes, with further negative consequences on other economic sectors (e.g. 

tourism) and on living conditions in rural areas, causing additional societal and political stress. Europe 

must be attentive to potentially shifting opinions among its own populations, especially in the area of 

new food sciences. 

 

Private actors, such as business, should play a role in these processes of regulatory and 

standardisation convergence, since they usually have more practical views on how to do this, based 

on real business experience. Useful preparatory groundwork can be done already by trade 

associations or by joint think tanks which can co-design the outlines of a new approach.  

 

WARNINGS 

 

I. Be firm in upholding the European socio-economic model 

 

Despite the undeniable opportunities for regulatory co-operation and rule simplification in many 

sectors, the EU must protect the very thing that sets Europe apart from the United States: its strong 

tradition of social protection that ensures the collateral effects of free trade are counterbalanced  

 

                                                      
4 See figures provided by the US Department of Agriculture at https://www.ers.usda.gov/data-
products/foreign-agricultural-trade-of-the-united-states-fatus/calendar-year/  
5 See figures provided by the European Commission at 
https://ec.europa.eu/agriculture/sites/agriculture/files/markets-and-prices/market-briefs/pdf/04_en.pdf p. 6 

https://www.ers.usda.gov/data-products/foreign-agricultural-trade-of-the-united-states-fatus/calendar-year/
https://www.ers.usda.gov/data-products/foreign-agricultural-trade-of-the-united-states-fatus/calendar-year/
https://ec.europa.eu/agriculture/sites/agriculture/files/markets-and-prices/market-briefs/pdf/04_en.pdf
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by inclusive welfare systems, effective consumer safety standards and robust environmental 

regulation. The precautionary principle, the basis for much of these standards and regulations, is 

written into the EU treaties and has no equivalent in the US. One of the reasons for the strong 

opposition to TTIP was the perceived risk to this socio-economic model. There should be no 

fundamental undermining of the overall system, which is the best tool Member States have to deal 

with the insecurity and inequality currently affecting their populations. 

A key element of the European socio-economic model going forward will be the measures it takes to 

implement its commitments under the Paris Climate Agreement. The issue is clearly a major 

stumbling block given the US decision to withdraw, but it must be made an essential EU requirement 

in future commercial negotiations. This necessitates a unified voice within the EU and a co-ordinated 

response with other trading partners (China, etc.). 

The US in recent years has been very insistent that Europe opens up its agricultural sector as part of 

any trade agreement; as recently as mid-April 2019 President Trump threatened imposition of tariffs 

on car imports if the EU does not open up its markets for US farmers. The Union, however, has 

remained steadfast in its refusal to include agriculture in negotiations, as confirmed in the recent   

negotiating mandate which is limited to purely industrial goods.6 While exploring gradual opening up, 

the EU should not accept any significant weakening of its standards for consumer safety and 

environmental biodiversity…  

In the energy field, the proposed Nord Stream 2 pipeline has provoked strong reaction from 

Washington. The US administration is adamant that its opposition to the pipeline is based on strategic 

concerns, and not on economic concerns linked to imports of American-produced LNG.7 It is clear, 

however, that the building of Nord Stream 2 is in Europe’s long-term interest, as an abundant supply 

of gas will likely lead to lower energy prices across the continent and ultimately benefit citizens. Having 

said that, the targets of the Paris Climate Agreement are now questioning this long-term reliance on 

gas in favour of renewables, though experts believe that an energy mix remains necessary.  

The model has also come under pressure in the digital e-commerce sector. The tendency of large 

market players like Amazon and Apple to avoid paying their share of tax within Europe, combined with 

the side-effects of the “platform economy” is undermining the socio-economic structure of countries 

where these companies operate. This is a case where the EU can consider taking its own compensatory 

measures – for example, it should start with conducting an impact analysis on the feasibility of 

imposing a “digital sales tax” on dominant e-platforms across all Member States. National examples 

should be used for a common European policy, though some minor national deviations may be 

                                                      
6 Directives for the negotiations with the United States of America for an Agreement On The Elimination Of 
Tariffs For Industrial Goods, 9 April 2019 
7 Remarks by US Ambassador to the EU Gordon Sondland at the AmCham EU Transatlantic Conference, 
Brussels, 21 March 2019. The importance of LNG trade for the United States is shown by the statistics: EU 
imports of LNG have increased by 272% to a total of 10.4 billion cubic meters since July 2018 (link). 

http://europa.eu/rapid/press-release_IP-19-2313_en.htm
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advisable. While taxation is a key national competence, nothing should stand inter-governmental 

cooperation in the way towards a common goal. 

In terms of communication, a significant effort should be made, via targeted media campaigns, to 

explain and promote the benefits of high consumer and environmental standards to the US public. 

The evolving sociological landscape in many US states may be receptive for such messaging and this 

would strengthen the moderates in the US political and intellectual debates.   

 

 

II.  Respond better to extra-territoriality of US sanctions 

 

The EU must do much more to shield its own citizens and stakeholders from the extra-territorial effect 

of unilateral US sanctions which, due to the preponderance of the dollar in global markets, has 

generated negative consequences for many European companies invested in countries like Iran or 

Cuba. This is an example of an issue where Brussels’ policy-making space is being unnecessarily limited 

due to its overly defensive approach. The EU and the US are close partners in upholding peace and 

security, but genuine partners ought to decide matters jointly and avoid “going it alone”, especially  

where one of them is heavily impacted. The EU should be proactive and state that it will not accept 

the unilateral coercive push of foreign policy goals beyond borders unless its key interests are 

respected; if they are not, then the traditional partnership should be reviewed, as potentially should 

the EU’s relationship with countries targeted by such sanctions.  

The EU’s existing system of counter-sanctions, employed in the case of Cuba and which the US has 

accepted, is a good model to follow, as opposed to using a similarly blunt stick. An effective “barter” 

mechanism should also be explored to assist European companies in circumventing unilateral 

sanctions, and the related idea of a “trading company” that could not be easily attacked.  

 

  

III. Adopt a firmer stance on security issues linked to trade 

 

The Trump administration’s justification for imposing tariffs is very contentious, and is based on an 

overly generous interpretation of the notion of “security” under Article XXI of the GATT. The EU ought 

to take the position that the invocation of “security” should be based on objective criteria, and subject 

to sufficient evidence that there is a proven threat to energy independence or cybersecurity.  

 

The EU must also not lose sight of the crucial security dimension behind some of the on-going 

commercial issues. President Trump has been vocal in his criticism of European countries for not 

contributing their fair share towards NATO defence spending, though reliably comparative statistics 

are in short supply in this area, partly due to widely diverse organisation of spending in the Member 

States, partly to diverse interpretations or other reasons.  
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But Europe is already a strong performer in the military equipment industry (some if its biggest 

companies produce both civilian and military products) and it is taking concrete though timid steps to 

improve its capacity under the banner of the Permanent Security Co-operation (PESCO). It should be 

recalled that the US and EU research-military models are very different; the EU is more fragmented 

and there is a weaker link between the military and civil dimensions of newly-developed equipment. 

Overarching coherent thinking and policy making is lacking as a result of division of competences and 

only strong inter-governmental cooperation can bring improvement in the short term. 

 

In early 2019, the European defence industrial development programme (EDIDP) was launched with 

the goal of enhancing the competitiveness and innovation capacity of the EU defence industry. US 

officials are concerned about not having full access to this lucrative billion-dollar market. Whereas the 

US market suffers from over-concentration and a kind of oligarchic position for the main industries, in 

Europe the conflict between a state-dominated defence industry and a more market oriented one 

must first be resolved. On military trade itself, the equipment that Europe currently buys from the US 

is not the equipment it really needs to manage its immediate neighbourhood.  

 

 

IV. Develop a more coherent and effective communication policy 

 

A very concerning development over recent years has been the surge in financing by right-wing US 

think tanks and wealthy individuals of the pro-Brexit campaign and a number of European populist 

parties. This has had a deeply undermining effect on the public’s view of European integration and of 

trade in general.  

 

It must be countered with an effective strategy that both raises awareness of such “dark money” 

campaigns and communicates the benefits of trade in simple terms. This strategy must go hand in 

hand with concrete measures to make the EU more transparent and educate citizens properly about 

how it functions.  
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