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Ladies and gentlemen,

Thank you for inviting me here today.
It is an honour to speak before you –

in particular for the John D. Greenwald Memorial Lecture.

When I read his story, I have to say that I could relate very much to John.

He was a man who took pride in his teaching and research.

I started my career in universities –

first as a research assistant and later lecturing in Gothenberg University.
But for both John and I, our real interest laid in practice.

I have heard that he was a skilled negotiator.

This is clear from his achievements.

He helped negotiate antidumping and subsidies agreements during the Tokyo Round of the GATT.

He was Deputy-General Counsel in the Office of the United States Trade Representative.

And during his decades of private practice, 
there were not many major trade disputes without his fingerprints on them –

from arguing before the US Court of International Trade,

to the World Trade Organization’s dispute settlement panels.

It is fitting that a lecture before a crowd such as yourselves –

distinguished and accomplished lawyers and trade experts –

should be dedicated to John D. Greenwald’s memory.

SHIFTS IN GLOBAL ORDER

Today I want to give you a broad view of the state of global trade.
Many of you are from the US,

so we are likely to agree on a lot of the things I have to say.

As allies this is only natural –

and despite some heavy rhetoric these days, the US and the EU remain firm allies.

We have a long history together.

From seizing a unique moment build the current world order,

to facing down the USSR.

This all made democracy the natural choice for countries emerging from behind the Iron Curtain.

It made Europe stronger.

It made America stronger.

And it made the world safer.
However, I will say some things you will disagree with too.

Disagreement is normal –

open disagreement is a sign of a true friendship.
It is a sign of a healthy policy process.

And it is clear to see where we part ways.

These days the EU and the US often agree on the diagnosis.

What the global challenges are and the threat that they pose.

But we do not always agree on the cure.

This is important, as we face many challenges together.

There are threats to liberal, open democracies – 
both internal and external.
After World War Two, we accepted that citizens supported certain policies:
· promotion of free trade, 

· opening of borders, 

· and the Western provision of security and stability.

This consensus has now eroded –
people are tempted to close up.

They question the value of systems that have underpinned growth and prosperity for decades.

This, in part, is a backlash to the pains that came with globalisation.

Globalisation has been a good thing.

It has connected the world and created unprecedented opportunity.

But such fundamental shifts in the economy came with difficulties too.

This caused pain.

Sometime jobs that had been around for generations ceased to exist.

Other times, industries moved.

And people started questioning whether trade was to blame.

Previously trade had not been a controversial topic.

It was the realm of experts and politicians.
Of business and academia.
But then it moved front row, centre –

and became a target for frustration.
In Europe, we took it as an opportunity for reflection.

Some of these frustrations were based on misconceptions,
but others deserved a response.

Trade policy cannot change everything, but it can do its part.

Our response has been paying dividends since.

At the beginning of my mandate as Commissioner for Trade,

very often there were demonstrations outside my office.
Our solution came in three parts:

· Becoming a highly transparent trade negotiator.
· Becoming more inclusive by opening new lines of dialogue with stakeholders.
· And spreading the benefits of globalisation by including provisions in trade agreements – like special attention for SMEs.
We changed the way we do trade policy –

and now there are no longer protestors.

Our negotiating agenda has never been busier –

Japan, Singapore, Mexico.

South Korea, Vietnam, Canada.
We have all these under our belt.

We are close with some others like Mercosur,

and starting new ones like New Zealand and Australia.

All of these are more than just economic agreements too.

They are strategic alliances for open trade.

They bring together countries with similar values,

to support each other in prosperity.

Now support for trade has risen again in Europe.

Now we can carry out our policy freely.

And now we can enjoy the benefits of trade more fully.

Challenges may seem intractable,

but our trade policy –

and some creativity –

is up to the task of creating lasting change.
These days we are mostly concerned with threats from the outside.

Some undermine the international order –

and in particular, the transatlantic relationship.

Others seek to build an alternative international order –
one they can manipulate for their own ends.

And in the midst of all this we see unpredictable factors at play.
New technologies with ambiguous applications.

A changing climate.
Inequality.
Of course, the biggest questions for us lie in trade,
where there are no less urgent matters at hand.

Unfair practices from China.

Threats to the WTO.

The impact of globalisation.

The US and the EU share in many of these challenges –

so it is only natural that we should work together on the solutions.

TRADE TRANSFORMED

Trade has changed in recent years.
I do not need to tell any of you that.

We operate in a complex global economy.

Value chains stretch across borders.

It is important to remember that a trade balance is not like a bank balance.
Wherever supply chains run, they bring wealth and jobs.
A car can be bought in Seattle,

assembled in Detroit,

having been designed by a German,

built with a Mexican chassis,

and Canadian engine parts.

Everyone involved in this process benefits.
Every community becomes enriched.

More than one million US jobs are supported by EU exports.

This is how trade is a win-win.
Along with these wins come complications.
Rules of origin, shifts in manufacturing, more competition.

And so far I am only talking about goods!

Add in…

· Services

· Data transfers

· Geopolitics
…and things become very complicated indeed.

This should be expected.

Nothing good comes easy.

You must work for it.

There are those who are intimidated by the complexity,

by the job at hand.

As advocates of free and open trade, we believe the work is worth it –

and we have a responsibility to stand up and speak out.
RISE OF CHINA

A core concern of the past decades is our response to China.

It has moved from being a developing country,
to a strategic competitor of the EU and the US.

They have serious ambition too –

from building influence around the world,

to driving industry at home.
They aim to become the largest world economy in the coming decades.

I have no problem with competition.

It drives on innovation and drives down costs.

It is a good thing,

but only if it is fair.

We play by a set of rules – 

and China has been taking advantage of that.

They have blurred the line between state and private sector.

The State has undue influence –

· economic diplomacy can be used as a threat or a reward,

· the intellectual property of our companies is stolen,

· and state subsidies, either direct or indirect, are common.

The impacts are felt at home and abroad.

They range from overcapacity to unfair competition.
They are at the centre of many of the challenges in the global economy –

and should be at the centre of any solution too.

The EU is determined to respond to this.

You can see this in our trade policy as of late.

We have modernised our anti-dumping and anti-subsidy regulations.

This is in response to overcapacity and indirect subsidies.

The new methodology allows us to be more efficient and effective.

Our response goes beyond Trade Defence Instruments however.

We are now working on an EU-level investment screening mechanism.

Across Europe we see worrying patterns.
Technology and infrastructure are bought up.

Our FDI screening mechanism will help us respond.

We are open traders,

but we cannot afford to be naive.

This is what we are doing at home.

We are calling out unfair practices when we see them –

and responding forcefully.

Action on the international stage requires more nuance however.
It is tempting to try to lock out China.

To decouple, rather than to discipline.

Doing that may have gains in the short term,

but the long term requires a deeper fix –

a systemic reform, built to last.

A SYSTEMIC FIX

Structural issues are at the centre of the current tensions.

We already have a set of rules and a mechanism to enforce them –

they are just not working like they should.

This can be frustrating, but it is not a good reason to tear it down –

not least because it is unlikely that we could rebuild something in its place.

The international system as we know it today was built at a special moment.

It was built on a US vision.

A victory of hope over experience.
A generation of Americans and Europeans –

tested in modern history’s most brutal conflict –

took up the burdens of global leadership.

They built a new international order based on our values:

· liberal democracy

· human rights

· free markets

· rule of law

What came out of it was a global order that was strong, fit for purpose and stable.

NATO safeguarded the security of the West,

while the UN fostered cooperation and relations between countries.

The International Monetary Fund sought financial and monetary stability,

and the GATT, later the World Trade Organisation, was established to create a stable global environment for open trade.

The world has changed a lot since then.

Things have gotten better in many ways.

Multilateralism has underpinned global growth for decades,

and lifted millions out of poverty.

Globalisation has fundamentally changed how the world economy works.

And we live in one of the more peaceful periods of world history –

in Europe in particular.

These positive changes have led to a certain amount of inertia.
Many of the institutions have not been updated for a long time.

This is understandable.

The problems arising now were distant.

There was not much incentive for action.

But now they are no longer fit for purpose,

and there is an incentive for action –

the potential loss of the global system that changed the world.
This is made all the more urgent by competition for global hegemony.

There are alternatives arising to the liberal world order.

A web of interlocking security, trade and investment initiatives…
· the Belt and Road,
· the Asian Infrastructure Investment Bank,

…and many more.

Unless we save the international order,

it may well be replaced –

and we might not like what replaces it.
SAVING THE SYSTEM

The US and the EU agree that the WTO needs reform and updating.
These updates need to be anchored in stronger rules, rules fit for purpose.

They need to tackle 21st century challenges,
anchored in issues like industrial subsidies and forced technology transfer.

Both the EU and the US have published proposals and ideas on reform.

This is good.

We agree on the diagnosis.

If we can effectively reform and update the WTO,

we can set the rules of globalisation.

We are glad to see this.

We hope that the US leads the way in global institution building again.

American design once saw democracy and openness established.
Europe was the second half of that world order.

We worked together time and again in international affairs.

Europe stood behind the United States, and the United States behind Europe.

Our alliance was, and still is, the envy of the world.

Now I propose that we embark on a new project together.

The next great transatlantic project –

one that will underpin stability and prosperity for another generation.
One that will establish our alliance and our values as a force to be reckoned with for another 70 years.

I propose that we renovate our global order for the 21st century –

with WTO reform at the centre of the transatlantic partnership on trade.

Now we reach one of those moments I mentioned before –

one where you may disagree with me.

Because the fact of the matter is that US actions are now threatening to break the system altogether.

One thing is clear to us in Europe:

We must resolve the Appellate Body crisis. 

The dispute settlement mechanism of the WTO is vital.

Without effective enforcement, the rules become an aspiration.

In the past, the US drove the establishment of the WTO –

including binding dispute settlement.

Now the US needs to stop blocking the appointment of arbitrators.

If we truly want to tackle all distortions to the trading system,

we need to bring order to trade.

I understand the frustration that drives these actions,

but as your partners the EU urges you:
We need to find the space between pulling our punches,
and pulling the plug.

The EU is committed to tackling the distorting practices of China.
We must make sure trade remains free and fair.

The WTO was created from the GATT in 1995.

At the time, there were 16 million users of the Internet –

today there are 4.2 billion.

At that time countries like China, Russia, Saudi Arabia or Vietnam were not even Members of the WTO.

Indeed, some current members of the EU were not Members. 

Today, we have nearly universal membership,

with 164 members and 23 observer governments.

In 1995, the economic models of its Members were all the same.

Today the membership is much more diverse.

This has brought growth and dynamism,

but it has introduced a new kind of complexity too.
We now need new approaches and new flexibility in negotiations.

The “trilateral” initiative with the US and Japan are the cornerstone of these efforts.

Again, the US and the EU are stepping forward to shape the world order.

In these “trilaterals” we seek to address Chinese distortions,

while maintaining and updating the multilateral trading system.

These negotiations prove that things can change if we work together.

So far, we have made technical progress around subsidies.

We aim to deepen discussion on possible rules on forced technology transfer.

We also want to improve transparency and notifications at the WTO.

It is important to realise that China have as much interest in making progress as anyone else.

No country has gained so much from WTO membership as them –

but every country stands to lose from its demise.

We are doubling-down on these efforts in our bilateral relations too.
We have a Working Group on WTO reform with China.
We have used this as a forum to increase pressure on core issues –

like forced technology transfer and subsidies.

We need China to understand that they need to pay back into the system,

but do so in a way that keeps China engaged.

CONCLUSION
It is normal that disagreements arise between two major economies.

But as allies we are prepared to work these things out.

Last year President Trump met with the President of the European Commission, Jean Claude Juncker.

They met here in Washington,

and they decided that they were both committed to finding a positive trade negotiating agenda.

They created an Executive Working Group to find common ground.

We are identifying possible outcomes and making progress –

like in light natural gas and regulatory cooperation in some areas.

It is clear that no matter what happens in terms of our relationship bilaterally,

we must continue to work together on China and the WTO.

As Winston Churchill once said,

“There is only one thing worse than fighting with allies, 
and that is fighting without them.” 

The EU and the US have some differences,
but many more similarities.
We live in an increasingly turbulent, multipolar world.

Geopolitical shifts, threats and harsh rhetoric.

Emerging powers and environmental disasters.

Unpredictability and instability.

Tackling these challenges together –

from unfair trade practices to institutionalising the rules of globalisation –

should be the cornerstone of the next great transatlantic project.

Thank you.
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