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Ladies and gentlemen,

Thank you for having me.
Today I want to talk to you about the foundations of European trade.
The values and realities that guide us –

and where they are currently leading us.
I intend to do this in three parts.

First, I want to update you on the global environment.

The factors shaping and transforming world trade.

Then, I will discuss our response –

not just the challenges and opportunities,

but the beliefs that underpin our approach and how they guide our actions.

Finally, I intend to explain why we do it –

the benefits of trade, both practical and more fundamental.

Both economic and ideological.

By the end, I hope you will see why trade is important to Germany –

and why Germany is important to trade.
Because EU trade policy needs Germany’s support at the moment.

Our reality is changing.

The global order is facing a dramatic shift –

one as earth-shaking as the formation of the Washington Consensus,

and potentially as transformative as the end of Bretton Woods.

The decisions that we make now will shape trade for decades.
They will come to define the global economy.

If done well, we can secure prosperity and openness for generations.
But if done badly, we face disastrous results.

So Europe finds itself at a crossroads –

and to understand our options, first we must understand the global environment.

GLOBAL ENVIRONMENT

The past several decades have been an exception in the world –
a staggeringly stable period in global governance.

A unique situation arose that allowed for institution building of a type never seen before:

· The International Monetary Fund was established to create monetary and financial stability.

· The United Nations fostered political unity and peace.

· The GATT, later the World Trade Organisation brought order to a chaotic environment for global trade.

This stability and institution building was encouraged by a hegemony –

the power and dominance of the transatlantic alliance,

with Europe on one side and the US on the other.

The goal of this project was twofold.

On the one hand to institutionalise stability and key values –

like democracy, freedom, human rights, open trade and rule of law.

The world had learned that these values were not resilient in themselves.

We needed structures to back up liberal democratic ideals.

On the other hand, this institution-building was a recognition that power speaks –

and the most powerful thing you can do is set the rules.
This system was not perfect, but it worked.

It underpinned a surge in growth and connectivity.

It made democracy the natural choice for nations coming out from behind the Iron Curtain.

It brought the world closer together.

It oversaw massive reductions in poverty.
And it nurtured a sense of internationalism never seen before.

But now the world has changed.

Globalisation, while broadly positive, led to unexpected economic transformations.

Disruptive technologies opened up both opportunities and vulnerabilities.

Connectivity brought both benefits and challenges.

And a painful economic crash disproportionately affected the US and Europe.

So now we find ourselves in a new world.

One where we remain deeply interconnected,

but the hegemony of the West is being challenged.
We have to face the realities of the global power structure,

while at the same time figuring out our place in it.

Countries are reacting to this new reality in different ways.
It is unfortunate that the US –

once the great global architect of influence through alliances –

is reacting by stepping back from the world stage.

This is in part because of the relative gains by China.

They were not so affected by the Great Recession.

They continued to grow as the world slowed –

and now they have become a direct competitor.

This changed America’s view –

now they see economics, and trade in particular, as a zero-sum game.
They see growth in terms of rivalry and connectivity in terms of vulnerability.
This is a mistake.

It would be naïve not to consider some of China’s behaviour problematic –

and I will discuss that in a moment –

but by confusing trade and security, we all become poorer and frailer.
We cannot afford to blur that line.
RESPONDING TO CHINA

China was accepted into the World Trade Organisation in 2001.
This was certainly an achievement for multilateralism.

It saw a dramatic expansion in trade and investment among its partners.

It brought growth and dynamism.

Many European companies and consumers do well out of that market –

but their accession brought challenges too.

The WTO was designed to regulate trade between open and transparent market economies.

The rulebook was written with this purpose in mind –

so when China’s state-led model joined, the WTO was not equipped to deal with some of the challenges.

Many of the reforms and changes we hoped for did not happen.

Unfair state subsidies.
Reports of intellectual property theft.

Economic diplomacy used as an incentive – and as a threat.

Non-tariff barriers to trade and investment.
These are real issues for foreign companies operating in China –

on this the EU and the US agree.

We cannot allow anyone to take advantage of gaps in the system.

However, where we diverge is in our response.

So far, the US is in a pattern of withdrawal.

They are trying to close off from what they perceive to be vulnerabilities –
and in that anything that would allow China to continue to catch up.

They try to achieve this through threats of tariffs and trade wars.

We do not agree with this approach.

It is illegal and undermines the global trading order.

It signals a return to the “rule of the jungle” –

where only the strongest survive, and even they get terrible scars.

This is not a sustainable approach.

A trade balance is not like a bank balance.

Wherever value chains go, they bring jobs, prosperity and growth.

When done right, trade can be a win-win.

The EU’s approach is rooted in its values.

We believe that open global trade is a fundamental economic freedom.

We believe in rule of law and equality of treatment.

And we believe in fairness –

for Europeans and for other global traders.

China has a right to compete on the global market –
and everyone else has a right to a fair trading environment.

We need to make sure any solution is built to last too –

a deep fix, a systemic fix and a fix that everyone agrees to.

This is why the EU’s approach is rooted in multilateralism –

we will reform and update the World Trade Organisation for the 21st century.
EUROPE’S RESPONSE: MULTILATERAL REJUVENATION

The WTO is threatened on a number of fronts.
· The US is blocking appointments to the Appellate Body – the dispute settlement function.
· China’s lack of reform eroding the system.

· An out-of-date rulebook, struggling to keep up in the modern global economy.

The EU has been spearheading the response to these challenges –
we have put forward proposals on how to tackle them –

and we are not alone.

Other have put forward proposals too –

Japan, the US, the Ottawa Group led by Canada.

This is good, it shows there is an appetite for change.

We need rules that tackle Chinese distortions –

from subsidies to technology transfer –
but we also need to update the organisation itself.

The way negotiations in the WTO work at the moment is flawed.

Time and again, we have seen progress held back by a small number of countries that pursue narrow, selfish interests.

And as the WTO functions on consensus, we cannot move.

This approach has now shown its limits.

Members should be free to move forward at different speeds –

to integrate and meet criteria at different times.

Exploring this option would allow us to make progress in key areas.
This is not a new idea or a bold experiment.

It is a tried and tested method that has worked for us in the past.

Groups of interested countries have made good progress on:

· e-commerce

· domestic regulation in services

· investment facilitation

In these fields, we have large groups of countries who wish to move forward. We want this approach integrated into the WTO system.

It would make us more adaptable,

while applying pressure on more difficult members.
None of these efforts exist in a vacuum.
In parallel, we continue engaging with China bilaterally.

They have a strong interest in updating the system too –

no one has gained so much from the WTO as China,

and no one stands to lose as much from its demise.

We also work on these topics in other formats.

The “trilateral” initiative with the US and Japan is the cornerstone of our work in this area. 

In these three-way discussions, we seek to address Chinese distortions,

while maintaining and updating the multilateral trading system.
This is of critical importance for global trade.
How we position ourselves now will shape the world in the coming years and decades.

The decisions we make –

and how we make them –

will have consequences for the next generation and beyond.

So we stand for multilateralism on two grounds –

one principled and one practical.

The principle is our believe in internationalism and cross-border cooperation.
We believe there is more to bring us together than drive us apart.

In Europe, this is in our DNA.
We reinforced rule of law and democracy through institutions at home,

and we endorse the same approach on the world stage.

The practical is based on our position in the global economy.

We are deeply embedded into global value chains.
We do business with everyone,

and everyone does business with us –
and you will get no better example of the importance of trade than when you look at Germany.

TRADE FOR GERMANY

Europe has been one of the busiest trade negotiators in the world in recent years.

We have closed deals with a large number of countries:

Japan, Canada and Mexico.

We have concluded negotiations with Vietnam and Singapore.
And we are working to finish Mercosur.

We are not done either –

we have opened negotiations with New Zealand and Australia,

and continue to update and implement our agreements around the world.

Each of these agreements is a signal –

we are showing the world that we are still open to trade,

and we are gathering supporters together to demonstrate its benefits.

Take Japan for example –

it covers an area of around 600 million people and accounts for more than a quarter of world GDP.

This is a significant deal, and a significant alliance for open global trade.

Germany is a highly connected, open economy –
so it stands to gain a lot from the Japan agreement.
Japan is Germany’s 5th biggest trading partner outside the EU –

Germany exports almost 20 billion EUR to Japan each year.

Almost 200 000 German jobs are supported by trade with Japan.

Zoom out to the whole EU and that’s 739 000 jobs supported by trade with Japan.

If you include all of EU trade beyond our borders:

that’s 36 million jobs in Europe supported by trade. 

These are good jobs too –

paid 12% more on average.

This is a good demonstration of how integrated our economy is globally.

German consumers, companies and workers stand to gain from our Japan agreement.

Japan is a highly protected market. 
They have high tariffs – and many more barriers besides.
Our agreement will remove many of them.

It is a modern agreement too:

· opening up the service market and public procurement,
· setting strong standards for workers and the environment,
· protecting the brands of special European products, like Black Forest ham.
Paperwork, red tape, complicated procedures – 
they all take time and money to overcome. 
Not to mention the language, customs and marketing in a new country. 
Japan is a hard market to crack –

so this drives up costs for consumers and companies alike.

Often these costs can be absorbed or managed by big companies,

but for smaller companies they can be a real barrier.

Of the 12 500 German companies export to Japan, three quarters are smaller companies.

As our deal takes effect, this number stands to grow.

Not only does our trade agreement lower barriers – 
for companies, big and small – 
but we have specific provisions to help small and medium sized enterprises, or SMEs.
SMEs are chronically underrepresented in global trade, 
and yet they are 99% of all businesses in the EU. 
They have created 85% of the new jobs in the EU in the past 5 years. 
To help overcome these barriers, our Japan agreement included a chapter dedicated to SMEs.
This is just one of the ways we ensure people feel the benefits of global trade.

Right now toys from Düssledorf,

porcelain from Dresden,

medicines from Berlin,

and machinery from Nuremberg –

they are all being loaded onto ships in Hamburg and departing for Japan.

On their way they will pass Japanese products.

These products will make their way back to German consumers –

ultimately spreading wealth and lowering prices for all on the way.

And this is just one agreement of many.

Trade means opportunities and prosperity for Germany –

and for Europe.

We have a responsibility to stand up for it.

CONCLUSION: LOOKING AHEAD

We face challenges in the coming months, years and decades.

Beyond the crisis in trade, we face a range of other issues –

from climate change to terrorism.

These are complex questions –

they do not have easy solutions,

and often they do not have borders.

It is easy to get overwhelmed by the details.
What is important in this context is to keep the long-term view.

The solution is to look to what is sustainable, realistic and in line with our values.

This is how we have been approaching challenges in global trade.
We are sustainable –

we are looking for durable fixes that are acceptable to as many as possible.

We are realistic –

we are gathering support for reform and acting in our interests as a highly connected economy.

We are in line with our values –

we stand for cooperation and fairness for all.

The EU believes in open global trade.

We have benefited immensely and we still do.

We have a responsibility to make sure that future generations can feel those benefits too –
both within our borders and beyond.

Thank you.
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