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Abstract
Today's most pressing global economic challenge is to recover from the economic downturn. The European Union (EU) seeks to accomplish this by promoting stronger financial stability now and in the future. It is very important that in this context that G20 countries respect their commitment to fight protectionism. 
Several aspects are bound to occupy the international agenda on protectionism in the foreseeable future: an inward-looking mood on the domestic political scene of several important trading powers; how to address collectively the loss of jobs across an increasingly interdependent world economy; the impact of the crisis on trade policy; negative externalities of the stimulus packages; and the use of WTO-compatible measures including instruments of trade protectionism, etc.

The EU is committed to free trade and investment both internally and from an external policy perspective. It is thus firmly committed to ensure a sound functioning of its internal market and is working to reach a conclusion of the Doha Round of world trade talks. 
In order to shape the future in the right direction for our citizens and for the global community, the EU and the United States need to lead by example in resisting protectionism and promoting a positive agenda for free trade and investment. A new framework, the Transatlantic Economic Council, was created in 2005 to foster a regulatory approximation and solve transatlantic disputes. The formidable challenges we face need formidable action. If we want to succeed we are condemned to ambition
Notes used for the speech
Pennsylvania is a perfect tribune for today's discussion; next week this state will host a meeting of the leaders of the largest economies of the world.
The inescapable starting point: the economic crisis

We are at a delicate juncture in the management of the economic crisis. Some economists say we have turned the corner on recession, but all are calling for caution and prudence. It is not yet clear how strong, nor how permanent or temporary the recovery will be.

The global financial crisis has taken a heavy toll on the real economy in many different countries. Output has fallen and jobs are still being lost in America and in Europe. Unemployment in the United States (US) and in the EU is at its highest levels for several decades. The US federal debt is also reaching historic records. Overall, we are facing similar challenges in different parts of the world. 

If we define the real recovery as the return to pre-crisis levels in terms of economic output and employment, it is clear that it will take a lot of efforts; it is neither going to be a simple nor a short term task.
Coordinating exit strategies in an integrated world economy
Next week's G20 meeting is important because the current crisis has demonstrated how integrated the world economy is and that new efforts need to be made to coordinate reforms. A new and improved multilateral approach will have to emerge in the XXI century. In the same way as countries far away were affected by a financial crisis which originated in the housing sector in parts of the United States, so too a common effort across continents will be necessary to put our economies on track towards a balanced and sustainable recovery. The G20 worked well in coordinating stimulus packages from Governments to fight against the effects of the economic crisis. An improved degree of coordination will be needed in the exit strategies that the Governments concerned will adopt.
Towards a stronger regulatory and supervisory system
There are different components to the global economic agenda. Leaders must first deal with the financial system. To achieve this, they have to project confidence and rebuild the financial system so as to prevent or better withstand a future crisis. This requires, among others, better regulation and oversight from governments; and safer policies and reduced leverage from financial institutions. 
Safeguarding financial stability is a clear prerequisite for the global economic recovery. In line with the G20 call for action, the European Commission has come forward with new rules for financial regulation. President Barros, who was granted a new five-year mandate this week, has proposed a deep overhaul of financial supervision in Europe, with a view to building a stronger regulatory and supervisory system for financial services. The new system will help the EU and its Member States tackle both problems with cross-border institutions and the build-up of systemic risk. 
Laying down a new financial architecture will require intense and focused efforts from regulators –in Europe, the US and elsewhere. It is important that as we regulate on both sides of the Atlantic, we ensure our initiatives will be as compatible as possible. This is certainly a key priority area for the EU. Legislative proposals will be adopted by the European Commission and be sent to the European Parliament at the end of this month.
The importance of the threat of protectionism 
As the impact of the financial crisis is being fully felt in the real economy, other kinds of actions are also called for. It will not be enough just to deal with the financial sector. Leaders need also to recognize that protectionism can prevent or undermine recovery. The upcoming G-20 meeting in Pennsylvania can help leave the recession behind us definitely if leaders also agree the right accompanying policies in the field of open markets.

The temptation to protect domestic jobs at the expense of workers abroad is always part of domestic political considerations. We have seen different expressions of this reality this week in the US with the decision to use US trade remedy law to limit the import of tires from China, and earlier this year on "Buy America". Similar choices are made in Europe and other countries. Therefore, we must push in a concerted effort to ensure that government's rescue efforts and other measures open markets instead of closing them.

A protectionist backlash, as part of a rescue package or otherwise, could potentially worsen the downturn and bury the first signs of recovery we are now seeing (free trade and investment are not sufficient in themselves but remain indispensable for recovery).
Aspects of the protectionist challenge 
These are key aspects of the debate about protectionism that will continue to occupy the international agenda for the foreseeable future: 

· The public opinion backlash towards globalization was already underway in the EU, the US and globally. Negative attitudes of public opinion came, for example, from people who where in fact excluded from the benefits of globalization, mainly in the least developed countries or the poorest parts of the population in other countries. In general, those who felt left out from the benefits or suffering from negative effects of the globalization process (shrinking middle classes in developed economies).
· One of the contradictions faced by the increasingly more globalised world is that although problems and challenges are more global than ever, politics remain as local as ever. The effect of the crisis clearly reinforced in diverging directions the two sides of this contradiction. The domestic political landscape is difficult for trade and liberalization almost in all G20 countries
· Indeed, officially all governments recognize the importance of the free trade and free investment flows. We have seen this in the G20, the International Monetary Fund, the World Bank, International Financial Institutions (IFI), and in almost every official occasion, and worldwide agreements have been reached on maintaining free trade and investment. Amidst many concerns was that trade and investment might be a potential casualty of national recovery plans. In order to prevent this, particularly significant consensus was reached in the G20 summit in London in 2008 based on the commitment by all parties to "refrain from raising new barriers to investment or to trade in goods and services, imposing new restrictions or implementing WTO inconsistent measures to stimulate exports" until the end of 2010 and to "rectify promptly any such measure". Yet, few of these commitments have been respected, for protectionism has been seen and continues to be used as a popular domestic political tool in the current downturn.
· Trade policy suffers everywhere. It becomes less of a priority in the policy mix that guides the domestic political agenda. We have seen the traditional widely bipartisan pro-free trade consensus in the US seriously damaged and the official trade agenda, including the bilateral FTAs with Panama Colombia and the republic of Korea as well as the WTO Doha negotiations unable to move forward.
· Negative externalities of stimulus packages created plenty of challenges to free trade, competition and free markets in general. Probably the most renowned by now examples of such externalities are the consequences on foreign companies of the "buy American" provisions and to a lesser extent of the "buy Chinese", initiatives taken by both governments as part of their anti-crisis stimulus policy. As shown by the WTO report on the financial and economic crisis and trade-related developments of July 2009, non reimbursed State Aids offered by several governments have endangered foreign companies' competitiveness and protectionist measures are being applied without transparency, thus distorting free competition. Finally, to date, the WTO has not been informed of any G20 member having rectified any protectionist measure as they committed to.
· An area of increasing attention is the use of otherwise WTO compatible measures including legal remedies as instruments of trade protectionism or which are seen as such. The more prominent recent example concerns the measures taken by the US Governments towards tires imported from China and the response from the Chinese, who have initiated some apparent retaliation investigations on unfair practices of US companies and subsidies by the US Governments. This is essentially an area where it is reasonable to expect that a number of cases or the use of these instruments, or the temptation to use these instruments as retaliation to measures of other trade partners will increase. 
· The public policy challenge in dealing with the protectionist risk of the economic crisis can be summarized as an effort to: 
· Succeed in providing protection without protectionism. Indeed nobody seriously argues against some protection offered to companies suffering from the crisis in terms of bridging finance or other arrangements that allow otherwise sound companies to survive the crisis. In the same logic nobody seriously argues against the need of increased social expenditure to alleviate the impact of the crisis on the poorest part of the population. There is equally a wide agreement on the need to promote measures, like retraining of the workforce, which will facilitate the future employment creation. 
· Avoid protectionism without protection. When public intervention brings distortion of trade and investment flows, thus reduces the economic efficiency, it becomes counterproductive. Distortion of markets, of trade and investment flows, results in economic inefficiency and in the longer term destruction of employment. The alleged protection can be no protection at all at the end and in fact can become considerably self-defeating.

The EU commitment to free trade and investment

As the world's largest trading block, the EU has a responsibility to take a stance against such temptations. We do so both internally and externally.
Internally, a core task is to preserve the four freedoms that define our internal market: the freedom of movement of goods, services, capital and people. Our main instruments are the rules and regulations of the internal market and the Competition Policy. Internal market norms forbid member states to establish any tariff or non tariff barriers to internal trade. Competition rules are intended to protect and promote free and fair competition between private parties in the internal market through antitrust actions, merger control and state aid legislation. 
Externally, we are keeping our G20 anti-protectionism pledge as defined above. It is important to stress that, in doing so we consider that WTO compliance is necessary but not sufficient. Indeed, there are huge margins for increasing protectionism and still respecting the WTO commitments for each participant. For example, many countries have very high bounded tariffs and relatively low applied tariffs. Increasing their applied tariffs to the bounded level would be technically WTO compatible but could mean a huge increase of protectionism. It will be crucial in the coming months to ensure that all trading partners keep to their commitment. 

It is not enough to simply resist protectionism. It is equally important to develop a credible positive agenda. We must continue to open up markets to trade and investment, for free trade and investment have contributed greatly to the extraordinary period of global wealth creation since the establishment of the WTO fifteen years ago. A huge worldwide tide powered by technological change and trade liberalization has lifted all boats. The emerging economies of Asia and Latin America benefited most –but even Africa grew at an unprecedented 6%. Now, it is through the engine of trade and investment that we can ride our way out of the current downturn. To this end we must continue to dismantle barriers.
We have recently agreed to launch free trade negotiations with Canada. A very important milestone is being reached though an FTA with Korea. Already, the EU has well-functioning free trade agreements with both Mexico and Chile. We also expect to be able to conclude shortly the negotiations between the EU and three Andean Nations –Colombia, Peru and Ecuador, as well as with Central America once democracy returns to Honduras. These Agreements will, we hope, provide for progressive and reciprocal liberalization by means of ambitious, comprehensive and balanced free trade areas fully compliant with WTO rules. Recently, Trade Commissioner Ashton has had successful discussions to explore the potential for a positive trade agenda with China and Russia. 
A boost to the global economy: the Doha Development Agenda  
At the same time as we pursue these bilateral and regional opportunities, we should also make clear that our intentions do not weaken our commitment to a conclusion of the Doha Round of world trade talks. It is fair to say we from Europe would be delighted if President Obama came out more explicitly in favor of a world trade deal in the WTO. Signals so far have been rather ambiguous. We were promised a presidential speech on trade before the Pittsburg meeting, but this appears now to have been postponed, perhaps reflecting, at least partly, the difficulties the administration is having in the adoption of a bill on health care. 

Securing the Doha deal would give a boost to the global economy worth hundreds of billions of euro a year, inflation-free and at no cost for the taxpayer. It would also reinvigorate the multilateral system, allowing us to move forward to fresh challenges. Now it is thus time to work together, re-energize the process, feed into the Pittsburgh G20 and then again in the WTO ministerial Conference at the end of the year.
Trade has to be a key piece of our exit of the crisis strategy. It has also to be a key policy instrument in the subsequent effort to create the conditions for lasting long term recovery of the national and the global economies. Although seen from Washington the conclusion of the Doha Round sometimes looks like a far away prospect, in fact the EU and the US can neither escape their global responsibilities nor ignore the current opportunities. Thus, they should remain fully committed to reach a deal. It is more and more obviously a very important issue for the global economy and particularly for developing countries.
Conclusion

Avoid trade and investment protectionism is certainly one of the key challenges that the global economy is facing today. The EU and the US being by far the most important economic entities in the world they have both a huge responsibility and considerable interest to contribute to shape the future in the right direction for our citizens and for the global community. Economic recovery from the global crisis can only come from a more open and fair trade and from progress in the rules based on the international trade regime. 

The EU and the US need to lead by example:

· Resist protectionism in all its forms is a necessary starting point
· Promote a positive agenda both globally and regionally for free trade and investment
· We need also to "get it right" between us. There are a number of contentious issues between the EU and the US, such as the disagreement about hormone treated beef, where an interim solution was recently found, GMOs, the Airbus-Boeing dispute, ongoing free-skies air transport, export of US poultry to Europe, and other issues related to protection of intellectual property on both sides of the Atlantic.
Several of the issues on this list are not limited purely to trade rules but also involve ethical and other issues. Differing positions on matters such as the import of hormone treated beef or GMOs in Europe cannot be seen exclusively through the prism of trade rules.
We have also started a very important initiative in the last couple of years, namely the Transatlantic Economic Council (TEC) which aims to promote a regulatory approximation across the Atlantic.
Next week there will be the G20 meeting in Pittsburgh, next month a new meeting of the TEC, in November the EU-US summit, in December the Climate Change Conference in Copenhagen. A formidable agenda to deal with formidable challenges. Success in meeting these challenges requires an ambitious agenda and commitment from the EU, the US and others. In most of these issues, and from the transatlantic point of view, it is not enough just to cooperate better than in the past. We need a cooperation which is productive enough to allow us to meet convincingly the level of challenges we face. Thus, in this area as in several others (such as financial regulation, climate change or energy security) if we want to succeed we are condemned to ambition. 
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