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Foreword

hile it has become increasingly popular to talk about trade in terms of conflict and
Wwor, trade is not about conflict but about cooperation. It is fundamentally about

mutually beneficial exchange. As our contribution to the EU’s trade policy review
emphasizes, this perspective is also enshrined in EU treaties. According to the treaties, terms

” ” U

such as “common interest”, “integration”, “harmonious development of world trade”, “progressive
LAY

abolition of restrictions on international trade”, “sustainable development” and “multilateral
cooperation” are central to our common commercial policy.

The current review of EU trade policy comes very timely after a period of increased uncertainty
in world trade, heightened tension between major economies and the economic shock caused
by the COVID-19 pandemic. The EU trade policy must address these challenges by building
long-term, structured alliances with likeminded countries, countries that genuinely support free
trade and multilateral cooperation. Other, unilateral measures can potentially complement such
a strategy, but will not take us very far towards achieving treaty-based objectives. Ultimately,
strategic alliance-building with countries that share basic EU principles and objectives must
constitute the core of our trade policy.

Finally, | hope that our contribution to the review will find readers beyond Brussels and even
beyond Europe, for many of the challenges faced by the EU are shared by countries around
the world.

Stockholm, November 2020

A

Anders Ahnlid
Director-General
National Board of Trade



Summary

While the Covid-19 pandemic shapes the current debate, EU trade policy must continue
to be guided by the principles and objectives as laid out in article 21 of the Treaty on
European Union and article 206 of the Treaty on the Functioning of the European Union.
In accordance with these principles and objectives, the EU should prioritise the follow-

ing areas for the trade policy review.

Reduce global protectionism
For several years, we have witnessed an increase
in global protectionism that creates uncertainty in
world trade. In line with Treaty objectives, EU
trade policy should focus on reversing that trend.
At the same time, the EU should avoid introducing
its own unilateral measures that are discriminatory
or unnecessarily trade restrictive.

Promote sustainable development
The COVID-19 pandemic poses a unique challenge
to sustainable development. For some sustainable
development goals (SDGs), such as poverty
elimination, the pandemic could reverse decades
of progress. Consequently, EU trade policy should
be updated with a renewed focus on delivering on
the SDGs and the Paris Agreement.

Advance technological development
The Fourth Industrial Revolution is characterised by
digital innovation that allows further automation
and specialisation of production. It will determine
future EU competitiveness as well as the transfor-
mation to a climate-neutral and digital economy.
The EU should therefore liberalise goods and
services that could help EU firms remain at the
technological forefront. At home, the EU must
apply transparent regulation that supports
technological development while avoiding regula-

tory designs that are discriminatory or unnecessar-
ily trade restrictive. Legal uncertainty in the EU
standardisation system must also be resolved
swiftly in order to ensure that standards meet
market demands and support competitiveness.

Liberalise trade in services
Trade in services is becoming increasingly impor-
tant both in its own right and as part of product
packages that involve both goods and services.
This is particularly true for productive EU firms that
have positioned themselves in the control tower of
global value chains. At the same time, service
liberalisation is underdeveloped in both the GATS
and EU free trade agreements. Consequently, the
EU should increase efforts to liberalise trade in
services, including the movement of data. Since
women are overrepresented in service sectors,
liberalising trade in services would also contribute
to gender equality.

Prioritise multilateral and plurilateral

solutions
Multilateral agreements have the widest reach
and come with the added benefit of non-discrimi-
nation. Multilateral or plurilateral solutions also
contribute to a diversified EU supply structure,
which means that we don't put all our eggs in the
same geographic basket. Multilateral or plurilat-



eral solutions are therefore our preferred trade
policy option. Because of its economic size and
commitment to multilateralism, the EU should lead
efforts to reform the WTO.

Liberalise imports unilaterally
The EU could also contribute to Treaty objectives
by liberalising remaining import tariffs for interme-
diate goods unilaterally. Canada has already
done this and research shows that liberalisation of
intermediate goods improves firm-level productiv-
ity. In order for trade policy to support climate
neutrality, the EU should also liberalise climate-
related goods unilaterally. During a time when the
US and China are reluctant to embrace open
trade, unilateral EU liberalisation could strengthen
Europe’s position as the hub of global trade.

Multilateralise regional trade agreements
Just like the GATT started out with 23 countries,
a multilateralism for the 2lst century could be built
‘inside out’ from a solid base of like-minded
countries. The EU-Mercosur agreement could
become one such multilateral stepping stone.
Efforts to link up the EU with current members of
the Comprehensive and Progressive Agreement for
Trans-Pacific Partnership would serve a similar
strategic purpose.

What do we mean by ‘open strategic
autonomy’?
Trade is fundamentally about cooperation and
mutual exchange. When used in a trade policy
context, the term ‘open strategic autonomy’ can
therefore sound contradictory. Specifically, it is
important to determine whose autonomy we want

to promote. Is it the autonomy of EU firms and
consumers or is it the autonomy of governments,
including the EU, to impose restrictions on interna-
tional trade? Our view is that EU trade policy must
primarily seek autonomy for EU firms and consum-
ers. It is also notable that the concept has no
obvious connection to the Treaty principles and
objectives governing our trade policy.

Improve economic resilience through

trade policy
An open trade policy that allows for cost-effective
sourcing from different parts of the world provides
EU firms with greater flexibility during economic
disruptions. When aggregated, firm-level flexibility
with respect to sourcing also supports an open
strategic autonomy objective for the EU economy
as a whole. By contrast, a reshoring approach
provides fewer opportunities for firms to adjust. A
reshoring strategy for resilience would also affect
the EU negatively over time as other countries
follow our example and adopt their own strategies
for greater self-sufficiency.

Use evidence-based trade policy
In order to be evidence based, our trade policy
review must draw on trade research. Besides
traditional trade theory and empirical evidence, it
is also important that recent trade theory is taken
into account. In this line of research, scholars have
shown that productivity in the domestic market is
stimulated through trade openness both at the
firm and industry level. A further key insight is the
important role played by fixed trade costs —
a particularly important hurdle for small and
medium-sized enterprises.
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About the National Board

of Trade

The National Board of Trade is an independent
Swedish government agency responsible for
international trade, the EU internal market and
trade policy. We provide the Swedish Govern-
ment with analysis, reports and policy recom-
mendations.

Our mission is to promote free trade with
transparent rules, free movement in the EU
internal market and a strong multilateral trading
system.

Our analysis takes into account the views
of consumers, businesses of all sizes as well as
sustainable development perspectives. We also
contribute to developing countries’ integration
into global trade by strengthening their capacity.

In the following, we discuss a range of topics
relevant in the context of the EU trade policy
review. The comments are our own and do not
necessarily represent the position of the Swedish
Government.




Principles and objectives of
EU trade policy

Like other areas of external EU action, EU trade
policy must be guided by the broader principles
and objectives of external action as laid out in
article 21 of the Treaty on European Union
(TEU). Among these principles and objectives
are democracy, human rights, the rule of law,
international law, sustainable development,
multilateral cooperation and “the integration of
all countries into the world economy, including
through the progressive abolition of restrictions
oninternational trade”.!

Anyreview of EU trade policy must also begin
with the objectives of the Common Commercial
Policy, as established in the Treaty of the Func-
tioning of the European Union (TFEU):

the Union shall contribute, in the
common interest, to the harmonious
development of world trade, the

progressive abolition of restrictions

oninternational trade and on foreign
direct investment, and the lowering
of customs and other barriers.

A central question for the review is therefore
how the Union can contribute to the harmonious
development of world trade, as well as to the pro-
gressive abolition of restrictions on international
trade and foreign direct investment.




Future-proofing EU trade policy

To alarge extent, the Commission’s consultation
note is about future-proofing EU trade policy. In
our view, the following areas are particularly
important to focus on from this perspective.

Reduce global protectionism

As the economist Joan Robinson once observed,
we should not “drop rocks into our own harbour
because other nations have rocky coasts”.?
Robinson’s advice has seen renewed relevance
for the EU in light of recent protectionist trends
in major economies such as the US and China.
For several years, we have witnessed an increase
in global protectionism that creates uncertainty
inworld trade.* In line with Treaty objectives of
abolishing restrictions on trade and investment,
EU trade policy should focus on reversing that
trend. At home, the EU should abstain from
introducing unilateral measures that are discrim-
inatory or unnecessarily trade restrictive. We
should also avoid reintroducing external barriers
that were temporarily removed during the
COVID-19 pandemic.

Consistent with this view, EU trade policies
should furthermore build on the recognition that
societal benefits from trade typically come via
imports. From a macroeconomic point of view,
countries export in order to import. Moreover,
while exports can contribute to better-paying jobs
with high labour standards, imports allow special-
isation, strengthen competition and give us
access to technology that enhances productivity.

For recent calculations on EU gains from imports,
see DG Trade’s latest chief economist note.’

Promote sustainable development

Both the Marrakesh agreement establishing the
WTO and the Treaty on European Union identify
sustainable development as an important trade
policy objective. The 2030 Agenda for Sustaina-
ble Development furthermore concludes that
international trade is an engine for inclusive
economic growth and poverty reduction, and
contributes to sustainable development.

The COVID-19 pandemic poses a unique
challenge to the achievement of the sustainable
development goals (SDGs). For some SDGs, such
as poverty elimination, the pandemic could
reverse decades of progress. Consequently, EU
trade policy should be updated with arenewed
focus on delivering on the SDGs as well as the
Paris Agreement.

A sustainability perspective in our trade and
industrial policies furthermore requires coher-
ence. For example, we cannot pursue a credible
development agenda with a reshoring strategy for
economic resilience at home. To extract the full
benefits from open markets trade policy must
also be complemented by domestic reforms that
support inclusive growth and sustainable devel-
opment. Another important sustainability prior-
ityisa trade policy that ensures that women and
men have equal opportunity to participate in and
benefit from international trade.



Advance technological development
The fourth industrial revolution is spurred by
digital innovation that allows firms to automate
and specialise production further. Many observ-
ers expect this development to determine future
industrial competitiveness. Itis also regarded as
fundamental for the transformation to a climate-
neutral and digital economy. The EU should
therefore liberalise trade in goods and services
that could help EU firms remain at the forefront
of technological development. Access to
imported digital goods and services would con-
tribute to increased firm-level productivity and
ultimately to sustainable economic growth in
Europe. Athome, the EU should design trans-
parent regulation that supports technological
development while avoiding regulatory designs
that are discriminatory or unnecessarily trade
restrictive. Legal uncertainty in the EU standard-
isation system must also be resolved swiftly in
order to ensure that standards meet market
demands and support competitiveness.

Liberalise trade in services

Trade in services is becoming increasingly impor-
tant both in its own right and as part of product
packages that involve both goods and services.
This is particularly true for productive EU firms
that have positioned themselves in the control
tower of global value chains.® To alarge extent,
services are also dependent on cross-border data
flows. At the same time, services liberalisation is
underdeveloped in both the GATS and in EU free
trade agreements (FTAs). Consequently, the EU
should increase efforts to liberalise trade in ser-

vices, including commitments on the movement
of data. Since women are overrepresented in
most service sectors, liberalising trade in services
could also contribute to gender equality.

Prioritise multilateral and plurilateral
solutions

Akey question is how the EU can best promote
the Treaty objective of progressive abolition of
restrictions on international trade and on foreign
direct investment. Multilateral or plurilateral
agreements have the widest reach and come with
the added benefit of non-discrimination. Multi-
lateral or plurilateral solutions also contribute to
adiversified EU supply structure, which means
that we don’t put all our eggs in the same geo-
graphic basket. Consequently, and in line with
the Treaty principles for external action, multi-
lateral or plurilateral solutions are our preferred
trade policy option. Because of its economic size
and commitment to multilateralism, the EU
should lead efforts to reform the WTO.

Liberalise imports unilaterally

The EU could also contribute to the Treaty objec-
tives by liberalising remaining import tariffs for
raw materials and intermediate goods unilater-
ally. Canada has already done this,” and research
shows that liberalisation of intermediate goods
improves firm-level productivity, strengthening
competitiveness.® In order for trade policy to
support climate neutrality, the EU should also
liberalise climate-related goods unilaterally. Dur-
inga time when the US and China are reluctant to
embrace open trade policies, the Commission



should analyse how unilateral EU liberalisation
could strengthen Europe’s position as the hub of
global trade.

Build coalitions to deepen and diversify
the EU’s network of FTAs

Another option if multilateralism fails is to con-
tinue to deepen and diversify our network of
FTAs and to make them more interregional.
When the US, China and India all struggle to
embrace multilateral liberalisation, an attractive
option for the EU is to use bilateral and regional
negotiations as multilateral stepping stones. Just
like the GATT started out with just 23 countries, a
multilateralism for the 21st century could be built
‘inside out’ from a solid base of like-minded coun-
tries. The EU-Mercosur agreement could become
one such multilateral stepping stone. Efforts to
link up the EU with the Comprehensive and
Progressive Agreement for Trans-Pacific Partner-
ship would serve a similar strategic purpose.

Use evidence-based trade policy

In order to be evidence based, the EU trade policy
review must draw on up-to-date research on
international trade. Besides traditional trade the-
oryand empirical evidence, it is important that
recent developments in trade theory are taken
into account. In this line of research, scholars
have shown that productivity in the domestic
market is stimulated through trade openness
both at the firm and industry level. The reason is
that trade filters out the most productive firms,
while at the same time creating incentives for
productive firms to expand their operations
abroad. A further key insight from this research is
the important role played by fixed trade costs -

a particularly important hurdle for small and
medium-sized enterprises.



Open strategic autonomy and
economic resilience

What do we mean by open strategic
autonomy?

Trade is fundamentally about cooperation and
mutual exchange. When used in a trade policy
context, the term ‘open strategic autonomy’ can
therefore sound contradictory. Specifically, it is
important to determine whose autonomy we
want to promote? Is it the autonomy of EU firms
and consumers, or is it the autonomy of govern-
ments, including the EU, to impose restrictions
oninternational trade. Our view is that EU trade
policy must primarily seek autonomy for EU
firms and consumers. After all, one purpose of
trade agreements is to limit states’ freedom to
impose protectionist measures. The current non-
harmonious trend in world trade is not a conse-
quence of too little policy space for governments.
Itis a consequence of the COVID-19 pandemic
and broader protectionist trends. Itis also nota-
ble that the concept has no obvious connection
to the Treaty principles and objectives governing
EU trade policy.

Improve economic resilience through
trade policy

In the wake of the COVID-19 pandemic, a discus-
sion on trade and economic resilience has
emerged. An open trade policy that allows for
cost-effective sourcing from different parts of
the world provides EU firms with greater flexibil-
ity during economic disruptions. When aggre-
gated, firm-level flexibility with respect to sourc-
ing also supports an open strategic autonomy

objective for the EU economy as a whole. By
contrast, a reshoring approach provides fewer
opportunities for firms to adjust. A reshoring
strategy for resilience would also affect the EU
negatively over time, as other countries follow
our example and adopt their own strategies for
greater self-sufficiency. Under such a scenario,
EU exports would fall both because EU produc-
tion factors are increasingly allocated to domes-
tic production and because our trading partners
close their markets.

For a more comprehensive analysis of possible
trade policy strategies for improved resilience,
we refer to our accompanying contribution to the
trade policy review: Kommerskollegium (2020),
Improving Economic Resilience through Trade -
Should We Rely on Our own Supply?®



Strengthening the multilateral
trading system

Seeking multilateral solutions should always be
the EU’s first option. If multilateral negotiations
stall, the EU should engage in plurilateral negoti-

ations, preferably under the auspices of the WTO.

Reform the WTO and the dispute
settlement system

Awell-functioning dispute settlement system is
essential for open and rule-based international
trade. While the multi-party interim appeal
arrangement is areasonable solution in the short
term, the EU must next focus on repairing the
WTO dispute settlement system. Besides restor-
ing a fully functioning appellate body, the dispute
settlement system should be improved by
streamlining procedures and increasing trans-
parency. Within the framework of overall WTO
reform, it is also important to improve the func-
tioning of WTO negotiations and the work of its
regular bodies.

Consider joining negotiations on the
Agreement on Climate Change, Trade
and Sustainability

The EU should seek to liberalise trade in environ-
mental goods and services either through
renewed and broadened negotiations on an
environmental goods agreement, or by joining
the existing negotiations on an Agreement on
Climate Change, Trade and Sustainability
(ACCTS).”° The Board has recently published a
list of goods related to cleaner transport (electric
vehicles) that can contribute to large emission
reductions.” These goods should be included in
discussions on trade liberalisation for environ-

mental goods. In the same report, we propose
that the EU use the review of the HS nomencla-
ture in the WCO to ensure that climate-relevant
goods can be targeted more effectively in trade
negotiations.

Last year, fossil-fuel subsidies in G2o and
OECD economies grew by 19 percent."” Because
fossil-fuels are one of the most important obsta-
cles to climate neutrality, another reason for the
EU tojoin the ACCTS negotiations is to restrict
fossil-fuel subsidies.

Negotiate ITA Il

The Information Technology Agreement, reflec-
tedin ITATand ITATI, is an example of success-
ful plurilateral negotiations under the WTO. As
part of our efforts to promote digital innovation
and industrial development in Europe, the EU
should promote the expansion of the ITA with
new products and countries. In order to support
innovation, an expansion of the ITA should also
lock in tariff-free treatment of future IT goods.
EU should moreover encourage developing coun-
tries to participate in ITA and its expansion in
order to reduce the digital divide and create an
enabling environment for investment.

Finalise WTO negotiations on
e-commerce

Global rules on digital trade are needed to
remove discriminatory or unnecessarily trade-
restrictive regulation. Improved market access
for digital goods and services, including greater
participation in the ITA, should also be a key out-
come of the WTO’s e-commerce negotiations.



Negotiate a plurilateral agreement on
trade in health-care products

Building on Sweden’s trade for health initiative,
the EU proposal to facilitate trade in healthcare
products sets out to eliminate tariffs and to limit
non-tariff barriers, including export restrictions,
on health-related goods. In this context, harmo-
nised technical requirements as well as mutual
recognition of testing and certification are par-
ticularly important. Beyond its current proposal,
the EU could seek to liberalise a wider range of
health-related goods and to facilitate trade in
healthcare services, including the movement of
natural persons essential to trade in health-
related products.

Resume the Trade in Services
Agreement (TiSA) negotiations

Improved conditions for trade in services consti-
tute a key part of the future-proofing of EU trade
policy. The EU should therefore work to resume
the TiSA negotiations. Furthermore, it is impor-
tant that the EU takes an active role in finalising
negotiations on domestic regulation and invest-
ment facilitation.

Strengthen the Agreement on Subsidies
and Countervailing Measures

Despite the fact that a large number of industrial
subsidies are economically harmful and disrupt
global trade, many countries use them. Itis
therefore essential to reinforce the effectiveness
of WTO rules governing industrial subsidies. The
Board shares the concerns expressed by the EU,
the US and Japan in the Trilateral statement on
industrial subsidies as well as the conclusion that
new types of prohibited subsidies should be con-
sidered in an updated agreement. Transparency
must also be improved by strengthening the noti-
fication requirements in the ASCM.” Amend-
ments to current rules should be preceded by
thorough economic analysis.**

Finalise the agreement on fisheries
subsidies

The EU should play an active and constructive
role in the negotiations on fisheries subsidies,
aiming at eliminating subsidies to illegal fishing
and prohibiting subsidies that contribute to over-
capacity and overfishing. Internal reforms that
harm the prospects of reaching a multilateral
solution for fisheries subsidies should be avoided.



Deepening and widening
regional integration

The EU should continue to deepen and diversify
our network of FTAs, with the ultimate purpose
of creating stepping stones for multilateral trade
liberalisation.

6.1 Finalise ongoing
negotiations

In the near term, an FTA with the UK is the
Board’s top priority. The EU should also prioritise
continued integration with neighbouring econo-
mies such as Norway (as part of the EEA) and
Switzerland, promoting trade facilitation, free
movement of persons, and trade in agriculture as
well as further extending technical harmonisation.

Itis moreover essential that we finalise agree-
ments with Mercosur, Mexico, Chile, Indonesia,
Australia and New Zealand as well as the revised
Pan-Euro-Mediterranean convention. We should
also promote continued EU integration and
eventually EU membership for Western Balkan
countries.

When there is credible commitment from our
partners, negotiations with the US, India, Tunisia,
Morocco and the remaining ASEAN countries
should be resumed.

6.2 Implement existing FTAs
and association agreements

In the near term, the EU should give priority to
the implementation of recent FTAs (such as Ceta,
EU-Japan and EU-Vietnam) and association
agreements (such as EU-Ukraine).

FTA implementation requires a more struc-
tured cooperation between the Commission and
the member states than is currently the case,
preferably with the help of road maps. Such coop-
eration goes further than just monitoring partner
country commitments. As new FTAs have
become more complex, it is just as important that
member states and their authorities are aware of
the need for legal incorporation, new legislation
and new regulatory infrastructure, for instance in
the field of technical barriers to trade.

6.3 Negotiate new regional
trade agreements or partner-
ships

The EU should continue to negotiate new or,
when necessary, updated FTAs that are fully com-
patible with WTO rules and obligations. New
FTAs should only contain areas under exclusive
EU competence. Areas under shared competence
should be negotiated in separate agreements or
understandings.

In particular, new or updated EU FTAs should:

* liberalise substantially all trade in goods and
services;

* provide for comprehensive and effective elimi-
nation of non-tariff barriers;

* improve rules in areas such as services, e-com-
merce (including data flows, AI, 3D-printing
and cybersecurity), green technologies, the
circular economy and competition;

* improve market access with respect to public
procurement;



* protect intellectual property; and

* provide for compatibility and convergence of
technical regulations and conformity assess-
ment through increased use of international
standards, regulatory cooperation and market
surveillance.

Sustainability aspects should be integrated in all
FTA chapters. This could be inspired by a recent
OECD project on greening RTAs. FTAs should
not be completed until a sustainability impact
assessment has been published.

In addition, the Board makes the following pro-
posals regarding new or updated trade agree-
ments or partnerhsips.

Explore options for a partnership
between the EU and the CPTPP

Inline with the ambition to diversify EU trade
flows, efforts should be made to link up the EU
with current members of the Comprehensive and
Progressive Agreement for Trans-Pacific Partner-
ship (CPTPP). Options for an EU-CPTPP part-
nership should therefore be explored. Experi-
ences from the negotiations on the revised
Pan-Euro-Mediterranean convention could be
useful in such an assessment.

Support African regional integration
The EU should continue to support African
regional integration through assistance in the
African Continental Free Trade Area (AfCFTA)
negotiations. In the long term, AfCFTA could
pave the way for a strategic partnership between
the EU and Africa. The EU should also seek
renewed momentum in negotiations and imple-
mentation of Economic Partnership Agreements,
particularly in Africa.

Apply negative listing as the standard
approach in service negotiations

In order to achieve a higher degree of service lib-
eralisation, we should make negative listing our
standard approach to service negotiations in
FTAs. Our more recent agreements, such as the
EU-Japan agreement, applies negative lists for
service liberalisation.

Embrace a higher digital ambition
Given the increasing importance of e-commerce
and the movement of data, digital issues are cru-
cial for trade agreements. In order to future-
proof e-commerce and digital trade with our FTA
partners, digital chapters, annexes or separate
agreements must be of the highest standard with
aview to supporting digital trade.

Improve rules of origin
EU rules of origin (RoO) should be improved to
reflect a new digital reality.”s In order to include
the embedded value of services (delivery ‘mode
5’) when determining origin, the EU could add a
‘significant value addition’ option in its preferen-
tial RoO. As part of the future-proofing of our
trade policy, it is also vital that the EU opens up
for the use of electronic origin certificates.
Sustainability could also be promoted via rules
of origin. The EU could use a single transforma-
tion rule for remanufactured or recycled fabrics
in textile products. Another idea would be to use
special RoO provisions, such as cumulation, tol-
erance or product-specific rules, for certain cate-
gories of sustainable goods.

Reduce focus on Gls in FTA negotiations
The current focus on geographical indications
(GIs) in EU FTA negotiations should be balanced
against other interests, both within and outside
the agricultural sector. Other intellectual prop-
erty rights are more important from an economic
perspective than GIs. The EU also has considera-
ble interests in non-GI agri-food trade. Rather
than focusing on limited economic benefits from
GlIs, EU FTA negotiations should prioritise econ-
omy-wide benefits.



Trade enforcement and new
trade defence instruments

The Board has previously found that current EU
trade defence instruments (TDIs) mainly benefit
other exporters to the union rather than those
targeted, and make union industry less competi-
tive in world markets.*® As an alternative, the EU
should aim to negotiate reliable rules on trade
and competition with our trading partners.

Given our assessment of the cost-effectiveness
of TDIs, it isimportant that the EU conduct a
thorough analysis of the magnitude of the distor-
tions created by foreign subsidies, state-owned
enterprises or price dumping in the single market
before moving ahead with new unilateral instru-
ments. Today, such comprehensive, fact-based
evidence regarding the magnitude of the problem
is missing.

An enforcement instrument

The new function of Chief Trade Enforcement
Officer allows the EU to work more systemati-
cally to monitor and improve the compliance of
our free trade agreements. This is crucial in order
to maximize the benefits of FTAs, particularly for
small and medium-sized enterprises.

Inview of the troubled state of the multilateral
trading system, however, there must be no doubt
that EU trade enforcement more broadly is com-
patible with our WTO obligations. An important
focus of EU trade policy in this area should there-
fore be to improve discipline via a restored WTO
dispute settlement system.

Anew enforcement instrument should further-
more recognise that countermeasures by the EU
primarily hurt EU importers. Any expansion of
EU countermeasures should therefore be pre-

ceded by careful analysis and a thorough impact
assessment. Such an impact assessment should
analyse the effectiveness of existing and pro-
posed countermeasures, as well as the feasibility
of countermeasures in the areas of trade in ser-
vices and intellectual property rights. If the idea
is to deny third-country nationals to register
intellectual property rights, this could have large
negative implications for the EU innovation and
investment climate. There could also be legal bar-
riers to imposing such measures, as the EU is
bound by international conventions.

Investment screening

EU regulation on the screening of foreign direct
investments states that the legal grounds for
screening investment is “security or public
order”.” Using investment screening for other
purposes, such as creating a level playing field,
would risk escalating protectionism in a way that
could harm the investment regime. The level of
openness for inbound investment is regulated by
the WTO and the OECD as well as in many of our
FTAs and bilateral investment treaties. If we vio-
late those commitments, it would not only harm
our own investment climate but could also
potentially hurt EU investors abroad.

The International Procurement
Instrument

The purpose of the proposed International Pro-
curement Instrument is to create a level playing
field in third countries’ public procurement mar-
kets by raising trade barriers towards those coun-
tries. However, due to global supply chains, an



instrument that at first sight targets foreign firms
could also affect EU goods and services. The pri-
mary effect of such regulation would moreover
be to restrict procurement and competition
within the EU. That would defeat the purpose of
public procurement, which is to promote compe-
tition and get maximum value for taxpayer
money.

Avoid targeting climate-related goods
with TDlIs

As the Board has previously shown, TDIs can
increase costs for environmental goods.” The EU
could therefore promote a pledge, for example in
aWTO ministerial declaration or in a plurilateral
agreement, to avoid targeting climate-related
goods with TDIs.

Reduce trade-distortive foreign
subsidies

The Board shares the Commission’s view that
existing EU and international regulation cur-
rently cannot deal fully with certain situations of
distortions caused by subsidies. At the same time,
multilateral or plurilateral solutions to this prob-
lem have the greatest chance of gaining broad
legitimacy. If we move forward with a unilateral

instrument to address trade-distorting industrial
subsidies, it should be designed with the aim of
creating a multilateral framework. Any new uni-
lateral instrument must also be preceded by a
careful analysis of the subsidies and the magni-
tude of the distortion they create in the single
market. A new instrument should be designed to
address only significant distortions of competi-
tion in the single market. It should not unneces-
sarily hamper investment and other activities in
the EU.

Mapping subsidies for industrial goods
Methods for measuring and mapping subsidies
for agricultural goods were established by the
OECD in the 1980s and were later used in the
Uruguay Round. There is still no corresponding
effort by international organisations to map
industrial subsidies. While the OECD has begun
sectoral work on industrial subsidies, this work is
far from comprehensive. As a way to improve
transparency and pave the way for constructive
negotiations to limit trade-distorting subsidies,
the EU could encourage the mapping of indus-
trial subsidies by non-governmental actors in
accordance with established OECD methodology.



Trade and industrial policy

The EU industrial strategy has three overall pri-
orities: climate neutrality, digital transition and
the competitiveness of EU firms. Arguably, an
open trade policy supports all these priorities.

In addition, there are important links between
the industrial strategy and other EU policy areas,
including single market policies. For a discussion
of these links, see our formal opinion on the
Commission’s communication on the industrial
strategy.”

Beyond these general comments, we regard
the following trade-related reforms as particu-
larly important for the three priorities of the
industrial strategy.

Remove tariffs on all intermediate
goods and climate-related goods

As mentioned earlier, one way for the EU to
improve industrial productivity and strengthen
competitiveness would be to liberalise import
tariffs for raw materials and intermediate goods
unilaterally. In order for trade policy to support
climate neutrality, tariffs on climate-related
goods should also be removed unilaterally.

In the absence of broader initiatives, the EU’s
tariff suspension system can help EU firms access
duty-free inputs. To ensure predictability, the
Board proposes that decisions on tariff suspen-
sions for certain sensitive goods should always be
valid for at least two years rather than one.
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Reduce barriers to trade in services in
the renewable energy sector

Barriers to trade in services affect the renewable
energy sector. Our analysis shows that there are
restrictions affecting services that are indispen-
sable for trade in renewable energy goods in sev-
eral countries. While these restrictions also
affect other economic sectors, renewable energy
goods are disproportionately affected.>

A new data adequacy agreement with
the US after the Schrems Il ruling

The so-called Schrems IT ruling invalidated the
Commission’s adequacy decision for the EU-US
Privacy Shield Framework. The absence of a func-
tioning adequacy framework that supports digi-
tal trade with the US effectively becomes an
obstacle to our own digitalization. Accordingly,
the EU needs to ensure the free flow of data
between the EU and the US, but we also need to
solve the broader issue of how cross-border data
flows can be facilitated. Provisions that facilitate
the free flow of data in FTAs or separate agree-
ments, while ensuring high standards of personal
data protection, should therefore be explored.

Strengthen the EU standardisation
system

There are challenges with the European standard-
isation model following case law from the Court
of Justice of the European Union.” Recently,
industry organisations and standardisation
organisations have expressed concerns regarding
the European standardisation system as being
restrictive, slow and inefficient. The current situ-
ation has created legal uncertainty where the lack
of harmonised standards renders it difficult for
the industry to demonstrate conformity with EU
law. This is costly and may in the long run under-
mine the functioning of the single market. Swift
action is therefore needed to resolve these issues
so that EU technical harmonisation can continue
to match market needs, support innovation and
strengthen competitiveness. Globally, the EU
should be a standard setter and not a standard
taker. Continuous efforts to promote European
standards are therefore vital.



Trade for sustainability

So far, we have integrated sustainability aspects
into our various proposals for future EU trade
policy. Below, we discuss additional ways that
sustainability considerations can shape EU trade
policy.

Strengthen the link between GSP and
sustainable development goals

The upcoming review of the Generalised Scheme
of Preferences (GSP) is an opportunity to
strengthen links between the GSP and sustaina-
ble development, while maintaining generous
preferences. It should be kept in mind that the
main purpose of the GSP is to support the inte-
gration of developing countries into the world
economy. Consequently, the standard GSP
should remain an important part of the scheme
both because a large group of countries is
expected to graduate in the near term from the
EU’s ‘Everything But Arms’ (EBA) system, but
alsoin order to counter the negative effects of the
COVID-19 pandemic.

The GSP review is also an opportunity to
strengthen the links to other sustainability goals,
for example through targeted expansion of pref-
erential access. In order to promote climate goals,
thelist of international conventions that under-
pin GSP+ should include the Paris Agreement.

Link trade-related development
co-operation to sustainability
commitments

The 2017 update of the EU Aid for Trade Strategy
is of particular importance for EU trade-related
development co-operation.* Trade-related

development co-operation could furthermore be
used more effectively to support sustainability
provisions in EU trade instruments. To achieve
this, the EU should provide trade-related devel-
opment co-operation based on priorities identi-
fied in sustainable impact assessments, FTA
chapters on trade and sustainable development
or other preferential instruments, such as the
EBA and GSP.»

Design a Carbon Border Adjustment
Mechanism carefully to meet environ-
mental objectives and comply with
WTO rules

When the Commission develops a proposal for a
Carbon Border Adjustment Mechanism (CBAM),
it needs to be carefully designed in order to com-
ply with WTO rules and meet climate objectives.
The purpose of a CBAM must be to prevent car-
bon leakage, not to shield EU firms from compe-
tition. The choice of goods should be kept narrow,
with a focus on goods with the highest risk for
carbon leakage and with simple value chains. Fur-
thermore, the CBAM should be linked to the EU’s
emission trading system.>

Ensure coherence between the circular
economy and trade policies

The EU should map and analyse policies that
obstruct the possibilities to use trade for efficient
repair, reuse, refurbishment, remanufacturing or
recycling of goods. New trade policies should be
customised to enable circular material flows.



Mainstream gender into EU trade
policy

Gender is both a sustainability and a market
access issue. Among other things, this means that
trade liberalisation should focus on sectors, goods
and services that contribute to gender equality.
Prioritisation could be made through a broadened
gender analysis in sustainability impact assess-
ments under FTAs. Improved sex-disaggregated
dataare helpful in this regard. An evaluation of
the level of gender-responsiveness could also be
conducted, inspired by a methodology developed
by the International Trade Centre.*

Elements promoting gender equality can fur-
thermore be integrated into many FTA chapters,
not just those covering market access and sus-
tainable development. For example, chapters on
transparency, SMEs and trade facilitation all have
the potential to reduce barriers to trade dispro-
portionally affecting women.

At the multilateral level, the EU should support
ongoing work to mainstream gender at the WTO,
for instance through continued support of the
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Informal Working Group on Trade and Gender.
Gender analysis should also be conducted for
new WTO agreements and be included as stand-
ard content in trade policy reviews. In instru-
ments such as the GSP and Aid for Trade, a gen-
der analysis should be conducted and
appropriate policy considerations, e.g. on prod-
uct coverage, should be made based on the
results. More analysis on trade and gender can be
found in our recent publications.*

Develop an EU Action Plan for
responsible business conduct

In order to support the private sector in imple-
menting the 2030 Agenda, an EU Action Plan for
responsible business conduct that sets out clear
priorities and ensures a cohesive approach,
should be developed.

In this context there are also regulations on
dual-use goods, conflict minerals etc. It is impor-
tant that all initiatives in this field are transparent
and expedient in order to avoid unnecessary bur-
dens for economic operators.



Small and medium-sized
enterprises

By designing simple, transparent and predictable
rules, the EU creates the best conditions for
small and medium-sized enterprises (SMEs) to
trade with other countries. By contrast, complex
rules that raise fixed costs for firms are particu-
larly detrimental to SMEs. Based on considera-
tions such as complexity and additional cost,
SME impact assessments should be conducted
for allnew EU trade-related regulation.

The SME perspective should also be strength-
ened throughout FTAs. Online tools to guide

SMEs in their origin calculation as well as elec-
tronic origin certificates should also be devel-
oped. The European Enterprise Network should
be supported in its ambitions to help SMEs bene-
fit from FTAs.>

Finally, the Market Access Database (now
A2M) should be evaluated from an SME perspec-
tive, and we should develop helpdesks in partner
countries that can help EU firms obtain informa-
tion on local laws and regulations.
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Sammanfattning p& svenska « Summary in Swedish

EU:s framtida handelspolitik
— forslag pa handlingsprogram

Samtidigt som coronapandemin formar den handelspolitiska debatten i nartid dr det viktigt att
EU:s handelspolitik fortsatter att styras av de mél och principer som anges i EU-férdragen, i
synnerhet artikel 21 i fordraget om Europeiska Unionen och artikel 206 i férdraget om Europei-
ska Unionens funktionssatt. EU bor prioritera féljande omréden under den handelspolitiska
oversynen i enlighet med dessa mal och principer.

Bekdampa protektionismen
Under flera ar har vi sett en 6kad global protek-
tionism som skapar osdkerhet i virldshandeln.
Ilinje med malen f&r handelspolitiken bér EU
fokusera pd att vinda den trenden. Samtidigt
bor EU undvika att inféra egna ensidiga atgérder
som dr diskriminerande eller onédigt handels-
begrinsande.

Framja hallbar utveckling
Coronapandemin innebér en unik utmaning fér
héllbar utveckling. For en del av malen fér global
utveckling, sisom utrotad fattigdom, riskerar
pandemin att undergréva decennier av framsteg.
Foljaktligen bér EU:s handelspolitik uppdateras
med ett fornyat fokus pd att frimja malen for
global utveckling och Parisavtalet.

Stédja teknologisk utveckling
Den fjiarde industriella revolutionen kdnneteck-
nas av digital innovation som majliggor ytter-
ligare automatisering och specialisering av
produktionen. Férmégan att inforliva snabb
teknologisk utveckling i produktionen kommer
att vara avgorande for EU:s konkurrenskraft och
omvandlingen till en klimatneutral och digital
ekonomi. Darfor bor EU liberalisera importen av
varor och tjdnster som kan hjdlpa europeiska

foretag att ligga i framkant i teknologiutvecklin-
gen. Inom EU (sdvil i Sverige som pd EU-nivd)
bor vi ddrutdver efterstrdva enkla och transpar-
entaregelverk som stoder teknisk utveckling.
Samtidigt bor regler inte utformas pa ett sétt
som dr diskriminerande eller onddigt handels-
hindrande. Rittslig osékerhet i EU:s system for
standardisering behver ocksé 16sas snabbt

for att sdkerstilla att standarder uppfyller
marknadens krav och stéder foretagens
konkurrenskraft.

Liberalisera handel med tjanster
Handel med tjénster blir allt viktigare bdde i sig
sjdlvt och som en del av produkterbjudanden
som innehdller bdde varor och tjdnster. Detta
giller sdrskilt for produktiva EU-féretag som dr
djupt integrerade i globala virdekedjor. Samtidigt
dr liberaliseringen av tjdnster underutvecklad i
bade WTO:s tjanstehandelsavtal (Gats) och EU:s
frihandelsavtal. Foljaktligen bér EU intensifiera
anstrdngningarna att liberalisera handeln med
tjdnster, inklusive datadverforing. Eftersom
kvinnor generellt sett dr 6verrepresenterade
inom tjidnstesektorn skulle liberalisering av
tjdnster dven kunna bidra till 6kad jimstélldhet
mellan kvinnor och mén.
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Prioritera multilaterala och

plurilaterala l6sningar
Multilaterala avtal har storst rdckvidd och har
férdelen att de inte diskriminerar mellan ldnder.
Multilaterala eller plurilateralaldsningar skapar
dartill forutsittningar for mer diversifierade lev-
eranskedjor, vilket innebdr att EU inte ldgger alla
dggisamma geografiska korg. Kollegiet ser dirfor
multilaterala eller plurilaterala I6sningar som det
bista handelspolitiska alternativet for EU. Pa
grund av sin ekonomiska storlek och héga tro-
vardighet vad giller multilateralt samarbete bor
EU leda anstréngningar att modernisera WTO.

Liberalisera importen ensidigt
EU skulle d4ven kunna bidra till att infria handel-
spolitiska mal genom att liberalisera importtullar
for insatsvaror ensidigt. Kanada har redan gjort
detta och forskning visar att ensidig liberalisering

avinsatsvaror forbidttrar foretagens produktivitet.

For att handelspolitiken ska kunna stddja
overgdngen till klimatneutralitet bittre bor EU
dven liberalisera klimatrelaterade varor ensidigt.

I en tid ndr USA och Kina védnder sig bort fran fri-
handeln, kan ensidig EU-liberalisering stirka
Europas position som navet i den globala handeln.

Multilateralisera regionala

handelsavtal
Liksom Gatt en gang startade med 23 ldnder,
skulle en multilateralism for 2000-talet kunna
byggas “inifran och ut” fran en solid bas av
likasinnade ldnder. Handelsavtalet mellan EU
och Mercosur skulle kunna bli en sddan multi-
lateral byggsten. Anstridngningar for att koppla
samman EU och nuvarande medlemmar av
CPTPP (the Comprehensive and Progressive
Agreement for Trans-Pacific Partnership) skulle
tjdna ett liknande strategiskt syfte.
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Anvandningen av begreppet

"6ppen strategisk autonomi”?
Handel handlar i grunden om samarbete och
omsesidigt utbyte. Nér termen “0ppen strategisk
autonomi” anvédnds i ett handelspolitiskt sam-
manhang kan det dirfor lata motsdgelsefullt.
Det dr dven viktigt att vara tydlig med vems
handlingsfrihet vi vill frimja. Ar det foretagens
och konsumenternas handlingsfrihet eller &r det
handlingsfriheten for EU att infora restriktioner
for internationell handel? Kollegiets uppfattning
dr att EU:s handelspolitik frimst bor verka for att
oka handlingsfriheten for foretag och konsu-
menter. Ndr handlingsfrihet pa foretagsniva
aggregeras upp till att omfatta hela ekonomin
skapas det ddrtill en handlingsfrihet f6r Unionen
som helhet. Det 4r slutligen virt att notera att
konceptet inte har ndgon uppenbar koppling till
de férdragsbundna mal och principer som styr
var handelspolitik.

Forbattrad forsorjningstrygghet

via handelspolitiken
En handelspolitik som m&jliggdr kostnadseftek-
tivainkop fran olika delar av vdrlden ger EU-
foretag storre handlingsfrihet vid ekonomiska
storningar. Omvént ger en strategi som bygger pa
Okad sjdlvforsorjning foretagen firre mojligheter
tillanpassning. En strategi for att tahem produk-
tion skulle ocksd paverka EU negativt dver tid i
takt med att andra ldnder f6ljer vart exempel och
antar sina egna strategier for 6kad sjdlvforsorjning.

En evidensbaserad handelspolitik
For att vara evidensbaserad bér versynen av
EU:s handelspolitik i s& stor utstrdckning som
mdjligt luta sig mot forskning. Férutom tradi-
tionell handelsteori och empiri dr det ocksa
viktigt att de allra senaste ronen beaktas. Inom
ramen for sa kallad foretagsheterogen handels-
teori har forskare visat att den inhemska produk-
tiviteten stimuleras via Sppenhet for handel bade
péforetags- och branschniva. En ytterligare
insikt frdn denna forskning dr den roll som fasta
handelskostnader spelar - ett sdrskilt viktigt
hinder f6r smé- och medelstora foretag.
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