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"The future of EU-US economic and political relations. Challenges and opportunities" (20 mins.)
References to Ohio and EU relations:
· Ohio is a trade powerhouse: its export shipments of merchandise in 2007 totalled $42.4 billion which ranked Ohio 5th among the 50 states in terms of export value in 2007

· In 2006 Europe purchased $6.4 billion worth of goods from Ohio

· Of the $35.4 billion invested in Ohio in 2005, 56% or $19.7 billion came from Europe.

· European investment supported 135,200 jobs in 2005: 35 % in manufacturing
-
For all these reasons, it is understandable the interest Ohio shows in the Transatlantic relations.
· We are at an interesting conjuncture: there are pressing challenges: climate change, financial turmoil, globalisation, protracted trade talks. At the same time, U.S. presidential elections, New EP and Commission next year will introduce new players to the Transatlantic forum.
Climate change

· Climate change is our biggest challenge. The fight against climate change reaches far beyond the environmental dimension – it goes at the very heart of our energy policy, our industrial production, our agriculture, or to put it simply at our way of life. 

· The EU's priority remains an ambitious and comprehensive international climate agreement for the post 2012 period, based on The 'Bali Roadmap'. We need a global agreement under a UN framework, with ambitious, measurable and enforceable, internationally agreed commitments. We do not see national pledge and review targets as credible commitments.

· The task is to reach an agreement that is as ambitious as science tells us it must be to prevent climate change from reaching devastating levels. That means an agreement that limits global warming to no more than 2 degrees Celsius above the pre-industrial temperature.

· The EU expects all developed countries to undertake necessary steps, either to fulfil their Kyoto commitments, or to undertake effort at least comparable to the commitments envisaged under Kyoto to mitigate climate change. The outcome of Bali supports this. In view of its share of global GHG emissions, we expect the US to engage fully and constructively in global action. All industrialised countries must play a full and effective role in tackling climate change on similar terms.

· Climate change is regularly discussed at all levels. We are co-operating with US on specific measures to tackle climate change such as renewable energy, energy efficiency and carbon sequestration.

· In addition, there are an increasing number of contacts at the sub-federal State level where an increasing number of climate relevant actions are taken, like for instance renewable energy targets and emissions trading. I see this as an area where the EU and U.S. are bound to be close allies in the future.
Recent economic and financial developments and how they are affecting Europe

· US financial and credit markets are still under stress, despite some recent improvements in certain financial indicators. Considerable risks still remain. The US housing market has yet to find a bottom (and may not for several months/quarters), and banks are still quite reluctant to lend to each other, posing risks for the financial system as well as for the overall economy.
· The European economy is suffering from the combination of the turmoil in global financial markets, the sharp economic downturn in the US and the rise in oil and commodity prices. But the fact that there are no major macroeconomic imbalances in Europe, coupled with the economic reforms undertaken in recent years (which have resulted in a dramatic reduction in unemployment rates), should mean that Europe is more resilient than in the past. However, Europe will not be immune to these developments, i.e.  Europe cannot de-coupled from the USA. 
· Some EU Member States (notably Spain, the UK, and Ireland) are indeed suffering from the burst of their own housing market bubbles, and some countries have experienced some difficulties with certain financial institutions. But overall, we have a different situation in Europe, where the slowdown in growth is due more to the US economy being in or very nearly in recession and less to a housing-sparked financial and credit crisis in Europe itself. In Europe, household saving, loan-to-value ratios, and household balance sheets are generally far stronger than they are in the United States – which means that what economists refer to as the "adverse feedback loop" between the financial sector and housing in the US is not nearly as much of a risk for Europe.

· That said, after a relatively strong GDP growth performance of 2.8% for the EU and 2.6% for the Euro Area in 2007, real GDP growth in the European Union is expected to moderate sharply to 2.0% this year (1.7% in the Euro Area), according to the European Commission's most recent spring forecast issued late last month. Growth in 2009 is likely to remain relatively sluggish at around 1.8% (1.5% in the euro area), however with economic activity picking up in the second half of next year. The actual growth path will depend greatly on the length and severity of the US downturn (the "de-coupling" argument that many pundits put forth last summer and autumn doesn't appear to hold much water in today's environment).

· Inflation has been picking up in Europe as well, in large part due to rising prices for energy and food that have started to have effects on general prices as well. The annual rate of consumer price inflation in the euro area hit a record high of 3.6% in March. It eased to 3.3% in April but is still way above the ECB's 2% tolerance limit for medium-term inflation.  Although the European Commission is forecasting a return to 2% inflation at the end of 2009, inflation is a big concern of European economic policymakers at present and cannot be easily dismissed, especially in view of wage developments in some countries.

· From a longer-term perspective, GDP per capita levels in the EU remain clearly lower than the US, due to lower labor force utilization and lower labor productivity (in 2005, per capita GDP in the euro area was 27.6% lower than in the US, and hourly labor productivity was 9.1% lower). As a result, Europe has a lower potential growth rate than the United States – which makes the challenge of a rapidly aging population all the more daunting for Europe.
· However, Europe's economies are doing something to reform, and indicators are improving. Employment rates have risen, especially for women and older workers, and unemployment rates have fallen. Labor market and product market reforms are occurring, thanks to the Lisbon Strategy and the reform programs that all EU Member States have undertaken, to varying degrees, under the Lisbon mantra. But much more needs to be done, and the Commission Communication on EMU@10 identifies a greater role for the Eurogroup Finance Ministers in spearheading reforms. 
· Europe's main challenges with respect to strengthening its economy, include: how to remain competitive in a global economy; how to foster an economic and business environment conducive to strong growth and high-skilled job creation; how to increase energy efficiency in the interest of long-term economic, as well as environmental, well-being; how to reform social benefit programs to ensure fiscal sustainability in the face of demographic change; and how to ensure that global current account imbalances adjust in a benign manner rather than in an abrupt, disruptive manner. Interestingly, many of theses are also challenges faced by the US.

The EU is changing
· The EU is taking important steps to prepare for the future. The Member States are about to ratify the Treaty which amends the existing Treaty on European Union and the Treaty establishing the European Community. We trust that the Reform Treaty will enter into force in time for the European elections in 2009. 
· That in turn is crucial for all those who want Europe to be able to adapt to present and future challenges. The Reform Treaty in particular contains major advances for the European Union's capacity to act. Take the example of foreign policy where every day there is a greater need to "speak with one voice" in a Europe which wants to assert its interests in the world. We will appoint the "High Representative of the Union for Foreign Affairs and Security Policy". He will head the "Council for Foreign Affairs", will enjoy the support of a European diplomatic service and will be a member of the Commission as Vice-President. This is a political quantum leap for Europe. 
· This should help Europe fully to play its role in a changing world. I believe passionately that the EU is as relevant now as it was fifty years ago. But I also believe that it is no longer relevant for exactly the same reasons. 

· When we ask what is Europe for (and we can and should ask this, no matter how pro-European we feel) - we find that many of the traditional answers are no longer the most compelling. Not because they are wrong - they are not. A desire for peace, stability, unity remain the roots of European integration. We have traded the battlefield for the negotiating table and tied our economic destinies together. 

· But Europe no longer exists in the world of 1957 or even 1986. The question we should be asking today is: what is Europe for in a globalised world? 

· For fifty years Europe has focused on itself, looking, in the main, inwards to the single market and the role of the European Union in consolidating a peaceful post-second world war order in Europe though economic integration and political cooperation. For fifty years, Europe built its economic growth through the engine of the common market. And it was about spreading democracy and liberty too. Most people knew instinctively what our Union was for because they remembered vividly what it was against, and what it wanted to leave behind. And Europe succeeded. In fact, the greatest measure of that success is that we take the new order so much for granted. But this continental phase of Europe’s development is essentially over. And what ended in its globalisation. 

· The structure of the global economy and the various balances of power in the global political economy are changing dramatically. We are confronted with new economic competitors and a new political confidence in China and Russia, as well as in Latin America. Countries like India and Brazil are now the EU's global partners – and the EU will inevitably and rightly look across the Atlantic to a strategic partnership with Brasilia in addition to the US, as it has with Delhi. 

· The biggest challenges of the next fifty years will be global. Climate change. Energy security. Economic migration. Development and poverty reduction. International terrorism. The integration of the world's rising economies into the international trading system. Many of these questions are national in their immediate effects – you feel them in the US just as anywhere in Europe - but global in their roots. Moreover, they are global in their solutions. They are problems that individual European nations are not able to shape or tackle alone. 

· And precisely at this point the United States comes in. Like Europe the United States is increasingly recognizing that many of the challenges of globalization will only find an answer, if we take action collectively, at a global level.

EU-US relations are also evolving

· Against this background it is important to note the very dramatic and undeniable shift in the European-American relationship, perhaps the most important in the century, and I think its impact is likely to be felt for a generation to come. United States' policy towards Europe is no longer about Europe. It's about the rest of the world. And transatlantic cooperation is no longer about the divisions in Europe as it certainly was over the course of the 20th century. It's about what we together have to do to be effective and purposeful on global issues and also in all the regions of the world.

· The EU US Summit in June in Slovenia is expected to confirm this, as did the EU US Summits of the previous years. It will provide a new opportunity to demonstrate the significant progress made in EU-US cooperation, since President Bush successfully visited the EU institutions in Brussels in February 2005 – which was the first time ever that an American President came to visit the European Commission and the Council of the European Union. The Summit in June will again demonstrate the extraordinarily broad sweep of our engagement in political and security issues around the world. 

· It is a fact that the EU is already a global heavyweight: with a population of almost half a billion across 27 countries, accounting for close to a quarter of world income, over a fifth of world trade and some 60 percent of global development assistance. To take one example, we are the most significant provider of aid to the Palestinian people, and we have led efforts to maintain the flow of international assistance to the Palestinian poor. It is also a fact that our global impact is steadily increasing. 

· There certainly was a time when Europe's collective economic influence was not matched by a corresponding political punch. But I hope that you will agree with me that the days are gone, when Europe could justifiably be criticised for failing to pull its weight in crises around the world. 

· Europe now has more than 70,000 troops deployed on various peace support missions across the globe. It provides the backbone of the international community’s presence in trouble spots like Lebanon and Kosovo. 

· Around the world the EU and US are working together to avert or resolve conflicts and crises. 

· This co-operation takes many forms. I was just mentioning the Middle East: as fellow members of the Quartet, the EU and US are working constructively together to provide fresh impetus to the peace process. We in particular look forward to the international meeting announced by President Bush which is widely expected to take place at the end of November in Annapolis. We will continue to support the peace process as much as we can.

· In Afghanistan, many of our member states support the NATO presence, whilst the EU itself contributes substantially to improvements in rule of law through training of police, and reform of the justice system, infrastructure and basic services. We are fully engaged in supporting reconstruction in Iraq. On Iran, the EU has maintained a common front with the US in insisting on urgent compliance with the UN resolutions, while holding the door open to negotiations should the Iranians finally agree to the demands of the international community. 

· The EU and the US work in parallel in supporting democracy and human rights around the world. The EU is deeply engaged in supporting fledgling democracies in places like Ukraine and Lebanon, assisting the growth of democratic consciousness in Egypt and Georgia, and our dialogue on these topics is frequent and of mutual benefit. 

Globalisation – and international trade 

· Globalisation is unavoidable, we have to make best out of it and see it as an opportunity

· International trade is the best way to foster prosperity and engage the developing world into the international trading community. Increasing prosperity in the developing countries is the most reliable way to enhance political stability and decrease threats to our societies.

· Accordingly, our main trade objective is to swiftly conclude the Doha Development Round.
· The EU believes that a deal is do-able, even if progress has been much more important in agriculture than in the other areas of the DDA negotiations. But a breakthrough must include more than simply agriculture and NAMA; it has to cover also services, rules, (anti dumping), trade facilitation and Geographical Indications, without which there will be no agreement.

· We need to stay focussed on the big picture: the macro-economic gains of success and systemic cost of failure.
· We estimate that the emerging DDA package will result in between $ 60bn and $ 75bn additional world income for trade in goods liberalisation only. If you add services and trade facilitation, this rises to between $ 150bn and $ 180bn.
· The developing countries as a whole will gain more in terms of percentage increase of their national income than developed countries.
· The deal will anchor emerging economies in the international system and hold them accountable within the rules-based trading system. 
· Just as importantly, completion will secure the WTO as an institution and demonstrate the capacity of the international community to reach agreement on one of the most difficult and crucial global issues. It will underpin the multilateral system; give momentum to other multilateral negotiations (e.g. on climate); and provide a dose of confidence in the current fragile financial climate.
· With protectionist tendencies rising worldwide, and concern over Chinese economic power, it is essential to lock in the global trade openness which has contributed to half a century's increasing prosperity and growth. 

· We are running out of time. If there is no deal this year, next year will be lost.
Opportunities – EU-U.S. partenariat 

· While the DDA remains our top priority, it does not cover all areas of potential trade liberalisation in the EU-US trade economy.

· This transatlantic economic relationship is by far the largest in the world: it generates about $ 4 trillion in total commercial sales a year; in 2006, the total amount of two-way accumulated  investment amounted to over € 2.5 trillion. 14 million jobs on both sides of the Atlantic depend on this relationship.
· Such a voluminous relationship is bound to have some frictions and there is a need to timely address future challenges. In the past, we have had several initiatives to strengthen the economic relationship: Transatlantic Free Trade Agreement proposal in 1996, Transatlantic Economic Partnership, Positive Economic Agenda, Economic Initiative of 2005.

· There have been claims to have an FTA but there are several reasons why such thing has never taken off: - tariffs are low already, - our main issues of concern and dispute are of  regulatory nature and are not solved by an FTA – given the volume of our trade, the task would require a lot of man-power, and finally there is not enough political push from both sides. It is, however, possible that the situation on the last element may change.
· But our governments have the responsibility of creating the right framework for the further development of this relationship. This is why we keep on looking for ways to remove the remaining obstacles in order to fully realise our potential. We must also prevent the creation of new barriers through divergent new rules.  

· We believe that transatlantic economic integration will maximize economic benefits for our citizens through competition and stronger growth, while maintaining high standards of safety and protection. Seeking, through the use of good regulatory practices, to bridge our current regulatory divergences and avoid the creation of new ones is essential to advancing economic integration. 

· To this end, an initiative launched at the EU-U.S. Summit in 2007 to tackle those barriers. These mainly can be found in behind-the-border barriers, for example in the areas of regulation and standards, but also in trade-related areas, such as intellectual property rights, government procurement, investment, financial markets, innovation and energy. We are not re-inventing the wheel, but this new initiative will inject new momentum and rather strengthen our relationship. It will not only to foster bilateral trade, but also to address common challenges in third countries.  There is already a lot of on-going work based on the 2005 Economic Initiative, we have regulatory co-operation, IPR working group, customs co-operation, financial markets dialogue.
The Transatlantic Economic Council [TEC]

· As a part of the Framework, the Transatlantic Economic Council (TEC) between the EU and the US will give the existing structures a political push through involving high-level government leaders to monitor and push the various initiatives, and it will continue the overall dialogue not only at the annual Summits, but primarily between them to ensure continuity and accountability.

· Stakeholder inputs are important, we get them from three different sources: Transatlantic Business Dialogue (TABD), Transatlantic Consumers Dialogue (TACD) and Transatlantic Legislators The Transatlantic Economic Council met for a second time in Brussels on 13 May 2008 under the chairmanship of Guenter Verheugen, Vice President of the European Commission, and Daniel Price, Assistant to the President for International Economic Affairs.  The outcomes of that meeting showed the firm commitment of both sides to reach our common objective of economic integration.  Our meeting has shown clear signs of steady progress towards a more convergent transatlantic regulatory environment in a number of priority areas. The stakeholder involvement ensures that we are anchored to the reality, the legislator involvement is also crucial as some of our challenges are due to legislative acts where legislators only can provide relief.
· In particular, the TEC addressed the following issues:

· The participants agreed to work on allowing mutual recognition of suppliers’ declaration of conformity for electronic and electrical products. While certifying that certain electrical and electronic equipment is safe for use in U.S. workplaces, mutual recognition would avoid double tests and would serve as an example for third markets to avoid overlapping regulation.

· In line with its commitment at the last TEC meeting, the European Commission will, before the EU-U.S. Summit in June, propose changes to EU regulations that will allow the importation of poultry meat processed using pathogen reduction treatments, as well as the use of such treatments in EU Member States in the production of poultry meat for consumption in the EU.  
· The European Commission will take concrete action to ensure that trade in cosmetics and personal care products is not disrupted by REACH implementation. The Commission will undertake the necessary steps, within its competence, to ensure transparent implementation, legal certainty, and non-discriminatory trade

· The TEC will submit to the EU-U.S. Summit an Open Investment Statement which affirms our commitment to promoting open investment policies at home and to working together to oppose protectionism abroad

· The European Commission will propose a positive decision on the equivalence of U.S. accounting standards (GAAP) to EU rules in the course of 2008

· Work on mutual recognition in securities regulation has intensified and the EU and SEC will define a process for carrying out comparability assessments of their securities regimes later this year.  The TEC also encourages the implementation of other approaches to facilitate cross-border financial services, such as providing relief from local licensing requirements for securities firms engaging in cross-border business with certain sophisticated investors

· Both parties urged our financial markets regulators to make significant strides by the end of 2008 to identify the steps that need to be taken to create a true level playing-field for EU and U.S. insurance companies in each other's jurisdiction

· U.S. Customs and Border Protection and the European Commission will work to implement the roadmap for achieving mutual recognition of trade partnership programmes which they agreed on 6 March 2008 and achieve mutual recognition of the relevant EU and U.S. programmes in 2009

· Cooperation between the U.S. Food and Drug Administration (FDA) and the European Commission has been intensified in several areas which will facilitate transatlantic trade.  These areas include:  validation of alternative methods to animal testing for cosmetic ingredients, administrative simplification for medicinal products, and the provision of parallel scientific advice from the FDA and the European Medicines Agency (EMEA) to veterinary medicine manufacturers

· The EU-U.S. High Level Regulatory Cooperation Forum has presented a report on strengthening our cooperation on the safety of imported products, including concrete recommendations on how to overcome current constraints on effective information sharing, and a report on the analysis of international trade and investment impacts in our respective regulatory impact assessment guidelines. These reports confirm a common interest in working more closely together on these issues

· Closer EU-U.S. cooperation has been reported in a number of other areas, such as intellectual property rights enforcement, automobile safety, consumer protection on the internet, work by technical experts to identify  potential areas of convergence in standards for biofuels, and the use of radio frequency identification technology

· The United States Patent and Trademark Office and the European Commission have agreed to a roadmap to advance global patent harmonization.
The Importance of Investment

Among the above deliverables, I would like to address investment in more detail:

· Investment, in particular is becoming more and more important in our trade relationship.

· According to the latest survey by Daniel Hamilton and Joseph Quinlan – the Transatlantic Community 2008 – Center for Transatlantic Relations at John Hopkins University:  


· Europe remains the top destination of US FDI, with the region accounting for nearly 59 % of total US investment outflows in 2006.


· The US remains the primary destination of EU investment in terms of FDI flows, accounting for nearly 75 % of total inward investment stock in 2006 – an increase over the preceding year. 

· On an historic cost basis, the US investment position in Europe was nearly three times larger than in all of Asia at the end of 2005.


· US investment in France for instance was some 16.7 % greater than what US firms invested in India and US investment in Belgium four times greater than US investment in China!


· And in 2006, US FDI in Ireland hit a new record of $ 13.3 billion, nearly the double amount of US investment in all of South America! 

· An investment dialogue is particularly crucial at a time when trends in the global investment environment could put at risk the free flow of Foreign Direct Investment – for instance in response to the emergence of new investment laws in countries like Russia and China, or investment of so-called sovereign wealth funds.
· We are ready to discuss with the US laws, policies and practices which could impact investment in the EU and the US, to cooperate in the context of international organizations such as the OECD or the G-8 and to develop an agenda to prevent, eliminate or reduce the impact from investment barriers, so as to make the transatlantic and global investment environment freer and more predictable.

· Sovereign nations have the right to take actions they consider necessary to safeguard national security and other essential public interests. At the same time, the economic costs of invoking this sovereign right are non-trivial and should be used sparingly and abuses should be avoided.

· It is therefore important that regulatory procedures reviewing foreign investment maximize predictability, transparency, and minimize costs to investors. (Time limits on administrative proceedings are a way of addressing costs).   They should protect classified information and sensitive business information, be non-discriminatory, least-restrictive and any sectors subject for instance to national security reviews should be defined as narrowly as possible. 

· In the EU, the EC Treaty rules allow Member States to protect their essential interests if a restriction of the principle of free movement of capital and freedom of investment is justified by overriding public interest grounds. However, these national measures are exceptions and their application is therefore restricted. These exceptions are to be interpreted narrowly; the national measures should be necessary and proportionate to legitimate goals pursued.  The Commission does not hesitate to take Member States to the European Court of Justice to ensure the respect of the Treaty.  The EC Merger Rules also allow the Commission to challenge Member States' measures against mergers which are not deemed to protect the Member States' legitimate interests other than competition, or which do not comply with the principles of necessity, proportionality and predictability. 

· The EU has expressed concerns over the US law authorizing the President to investigate the effects on US national security of a merger or acquisition that could result in foreign control of a US company (Exxon-Florio statute). The length of time taken by the screening process, the uncertainty, the legal and economic costs involved can act as a deterrent to foreign investment. Should the President decide that any such transaction threaten national security, he can take action to suspend or prohibit these transactions. This could include the forced divestment of assets since there appears to be no statute of limitation for the control of CFIUS.  There are no provisions for judicial review or for compensation in case of divestment. 

· While the EU understands the wish of the US to take all necessary steps to safeguard its national security, there is continued concern that the scope of application may be carried beyond what is necessary. In particular, the negotiation of National Security Agreements to mitigate national security concerns has become more common and the provisions increasingly tougher.  

Conclusion

-
To conclude, all these examples show the depth of our relationship. The business community has been instrumental in directing and focusing our work and we count on continued commitment to support us in bringing the EU and U.S. closer to each other. 

· The business community has created truly transatlantic companies and an impressive transatlantic market.  We have much to learn from you. The better Europe and U.S. work together the better we can promote our interests, build our prosperity and advance our common values and priorities at the global level.
