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Reader’s Guide

This chapter focuses on the external economic relations of the European Union—the longest-
established area of international policy-making and action. The chapter begins by examining institu-
tions and policy-making in external economic refations, in which the Commission plays a central role
in initiating and conducting policy, and looks especially at the Common Commercial Policy (CCP). It
goes on to examine two areas of mixed competence, in which policy responsibility is shared between
the EU institutions and national governments: development assistance policy and international mone-
tary policy. The chapter then proceeds to explore the substance and impact of EU external economic
policies, and to assess the role of the EU as a global economic power. The conclusions draw attention
to a number of tensions and contradictions in EU external economic policies.
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The purpose of this chapter is to explore these areas
of external economic policy, to link them with the in-
stitutions and policy-making processes that they gen-
erate within the EU, and to explore the ways in which
these create challenges and opportunities for the EU
in the global arena. By doing this, the chapter will ex-
pose a number of areas in which there are tensions
and contradictions within EU policies, as well as link-
ages between them; it will also enable us to evaluate
EU policies towards major partners and rivals in the
global arena, and the extent to which the EU has been
able to establish itself as a global ‘economic power’ by
converting its potential into action.

Institutions and policy-making: the
Common Commercial Policy

The core of the European Union’s external economic
relations is the Common Commercial Policy (CCP).
Established by the Treaty of Rome, but not fully im-
plemented until the late 1960s, the CCP is the means
by which the EU manages the complex range of part-
nerships, negotiations, agreements, and disputes that
emerge through the operation of the customsunion and
the single market (see Chapter 18). As we shall see, the
definition of ‘commercial policy” has broadened consid-
erably since the initiation of the EEC, but it is important
to understand the core principles and policy-making
procedures of the CCP as the basis for understanding
the whole of the Union’s external economic policies.

As established in the Treaty of Rome, the CCP was
based on Article 113 of the Treaty—since amended to
become Article 133 of the consolidated treaties in
the late 1990s, and now Article 207 TEU. Article 207
sets out not only the principles on which the CCP is
to be pursued, but also the policy-making processes
through which it is to be implemented. In terms of
principles, as set out in Box 15.1, the CCP embodies
not only a set of aims for the external policies of the
Union, but also a set of far broader aims in relation to
the operation of the world trade system. This key ten-
sion is at the heart of the successes registered and the
difficulties encountered by the CCP, since it sets up a
series of contradictions: is the EU to achieve the aim
of prosperity and stability for Europeans at the cost
of international stability and development? Or is it to
privilege the aim of global prosperity and develop-
ment at the expense of the EU’s citizens and their wel-
fare? The reality, of course, is that there is a complex
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| The Common Commercial Policy shall be based on uniform
principles, particularly in regard to changes in tariff rates,
the conclusion of tariff and trade agreements relating to
trade in goods and services, and the commercial aspects
of intellectual property, foreign direct investment, the
achievement of uniformity in measures of liberalization,
export policy and measures to protect trade such as
those to be taken in the event of dumping or subsidies.
The common commercial policy shall be conducted in
the context of the principles and objectives of the Union's
external action.

2 The European Parliament and the Council, acting by
means of regulations in accordance with the ordinary
legislative procedure, shall adopt the measures

defining the framework for implementing the common
commercial policy.

3 Where agreements with one or more states or international
organizations need to be negotiated ... the Commission
shall make recommendations to the Council, which

shall authorize the Commission to open the necessary ! As time
negotiations ... The Commission shall conduct these spond to ¢
negotiations in consultation with a special committee El:hngt: ;

appointed by the Council to assist the Commission in
this task and within the framework of such directives as
the Council may issue to it. The Commission shall report
regularly to the special committee and to the European
Parliament on the progress of negotiations.

Source: Article 207 TFEU.

balancing process for policy-makers as they utilize the
instruments of the CCP.

Essentially, these instruments fall into two broad
areas. The first deals with what might be called ‘trade
promotion’: the activities that develop the EU’s inter-
national activities and organize them around certain
core practices. These instruments fall partly within
the control of the EU itself, but are also to be found
in the broader global institutions and rules established
in the world arena. Thus the EU has developed a com-
plex range of trade and commercial agreements, cov-
ering almost every corner of the globe. Some of these
are bilateral, with individual countries such as Rus-
sia; others are inter-regional, covering relations with
groupings such as the Association of Southeast Asian
Nations (ASEAN); others still are multilateral, with
the prime example being the World Trade Organiza-
tion (WTO). In all of these areas of trade promotion,
the EU aims to establish stable partnerships and rela-
tionships, often with a set of formal rules, which en-
able trade to develop and diversify.

A second set of CCP instruments are those of ‘trade
defence’. Here, the EU is concerned to counter per-
ceived unfair trade practices by its key partners, such
as the dumping of goods at unrealistically low prices
on the EU market, the subsidization of goods, or
the creation of barriers to EU exports. To support it
in these areas, the Union has developed a battery of
trade tools, including anti-dumping and anti-subsidy
measures, rules of origin, sanctions, and other punish-
ments. But it does not exercise these powers in isola-
tion; frequently, the Union works through the WTO

to counter what are seen as unfair practices, using the
WTO dispute settlement procedures to defend itself
at the global level. Trade and partnership agreements.
also include procedures for dealing with trade dis
putes, as a matter of routine, and sometimes linkages
are made with other areas of external policy such
those on human rights and development assistance
(see ‘Institutions and policy-making: development 2%
sistance policy and monetary policy”).

In the post-Lisbon Treaty context, the polic
processes through which the CCP is impleme
still make use of what historically was known as =
‘Community method’ (see Chapter 14). In pracs
cal terms, this means that the Commission has
power of initiative, conduct, and implementation
commercial policy agreements. In many cases,
Commission will propose ‘negotiating directives
which its negotiating mandate is set out; where s
the case, the Council has to approve the mandase
well as any changes in it, and the Commission is m
tored by a special Council committee, the Trade P
Committee of member state representatives. In ¢
areas, the Commission has delegated powers to
regulations (for example, on anti-dumping cases
ject to monitoring and approval by the Council
Commission has developed a sophisticated apps
for the conduct of trade negotiations and the ca
of ‘commercial diplomacy’ through the Union’s d=
tions and specialist missions, such as that to the
in Geneva. It might be argued on this basis thar.
area, the EU has effectively displaced the nationz
policies of the member states (in contrast to the o
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 ©2e Lisbon Treaty, the European Parliament
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relation to the framework for trade policy-
2 to the approval of trade agreements once
been negotiated.

has passed, the Union has also had to re-
%o the changing nature of world trade and
and the CCP has been reshaped to reflect
trends. In a number of instances, this has ex-
e continuing tension between the national
=mces of the member states and the European
scuive of the Commission, thus raising ques-
#bout the extent to which the EU has really un-
med the independence of national commercial
s A key issue here is that of competence: in
weaty of Rome and for a long time afterwards,
CCP was assumed to be about trade in manu-
d goods, but the changing global economy
£iven a much more prominent role to trade in
wces (for example, aviation services or financial
ices) and to related questions such as that of ‘in-
=ctual property’ (the trade in ideas, such as those
sodied in computer software). In order to cater
these changes, the scope of Article 113 and then
3 had to be expanded during the 1990s, and this
s not always a simple process, because member
ztes found reasons to resist the expansion of the
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L In prac The Lisbon Treaty effectively resolved these ten-
jon has ¢ ‘sons, and the Union now has competence not only
entation of = trade in goods and services, but also in issues relat-
- cases, d =g to intellectual property and foreign investment.
rectives’ m Another area of tension, which has existed from the
here this & earliest days of the European Community, reflects
mandate zs the linkage (or the gap) between ‘internal’ EU poli-
on is moni- cies and the Union’s external relations. As internal
rade Policy integration reaches new areas, it is inevitably found
s. In other that these have external policy consequences. Thus,
rs to apply m the early days of the Community, the Common
-ases), sub- Agricultural Policy (CAP) was recognized to be not
uncil. The only a policy about what went on within the Com-
apparatus munity, but also a policy about the regulation of
e conduct food imports, and so it has remained ever since (see
n's delega- Chapter 22). More recently, the completion of the
the WTO ‘single European airline market’ during the late
1at, in this 1990s raised questions about who was to negotiate
onal trade with countries such as the USA about the regulation
e position of international air routes. Only after a prolonged
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struggle was it agreed that the Community (and thus
the Commission) could exercise this power. A large
number of other ‘internal’ policy areas, such as com-
petition policy, environmental policy, and industrial
policy, are inevitably linked to the global economy,
and this will continue to be an issue for the conduct
of the CCP and related policies. This has been borne
out by the recent negotiation of ‘deep and compre-
hensive’ free trade agreements between the EU and a
range of significant partners. By 2015, the most ambi-
tious of these, the negotiations between the EU and
the United States for a wide-ranging Transatlantic
Trade and Investment Partnership (TTIP), had pro-
vided a major case-study in the move from negotia-
tions based on trade in goods to talks which were set
to encompass a host of areas in both domestic and in-
ternational commercial policy (see also Chapter 18).

As a result of these trends and processes, the CCP
has, in a sense, ‘spread’ to encompass new areas of
external commercial policy, especially in the area of
regulatory policy. The EU has become engaged with a
very large number of international institutions in the
conduct of these policies and has developed a complex
web of agreements with which to manage them. Not
all of the EU’s international economic policies fall into
this framework, and we will now turn to look at two
of the most important of these.

* The Common Commercial Policy sets the framework for
internal coordination of EU commercial policies, as well
as principles for the EU's international activities; these two
elements can conflict and create tensions.

* The key instruments of EU external commercial policies
can be seen as those of ‘trade promotion’ and ‘trade
defence’ They need to be balanced and can come into
conflict.

* The key method of external commercial policy-making
is still the ‘Community method', giving a leading role to
the Commission and to its interplay with the Council
and now the European Parliament, but there is still a
residual role for member states, and a number of areas
demonstrate ‘mixed competence’,

* The changing nature of commercial policy on the
global level creates tensions between the ‘internal
development of the integration process and the
‘external’ demands of global institutions and trading
partners or competitors.
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Institutions and policy-making:
development assistance policy
and monetary policy

Historically, there has been pressure for the Commu-
nity, and now the Union, to expand the scope of its
international economic policies. Thus, from the 1960s
onwards, there has beena continuing concern with de-
velopment assistance policy, stimulated originally by
the process of decolonization in the French empire.
Since the 1970s, there has been a realization that the
process of monetary integration in Europe must be ac-
companied by some form of international monetary
policy. In contrast to the trade and commercial policy
area, though, these areas have never been subject to
the full Community method and thus to the leading
role of the Commission. As a result, they demonstrate
distinctive patterns of institutions and policy-making.

Let us look first at Community policies on develop-
ment assistance. Starting in the early 1960s, a series of
increasingly ambitious agreements between the EEC,

1963 First Yaoundé Agreement (renewed |969)

member states)
European Development Fund

Includes former British colonies

Non-reciprocal trade preferences

MINEX, in 1984)
2000 Cotonou Agreement

Reciprocal preferential trade access between EEC member states and associated states (former colonies of

Joint Council of Ministers, Joint Parliamentary Assembly, and Committee of Ambassadors
1974 Lomé Convention (renewed 1979, 1984, 1990, and 1995)

ACP group established, with Secretariat in Brussels
ACP partners increase from 46 (1974) to 68 (1995)

Schemes to support ACP agricultural prices (System for the Stabilization of ACP and OCT Export Earnings, or
STABEX, in 1979) and mineral export prices (System for the Promotion of Mineral Production and Exports, or

its member states, and a growing range of ex-colonies
created a unique system for the multilateral man-
agement of development assistance issues. Box 15.2
summarizes the key phases in this process, especially
the progression from the ‘Yaoundé system’ to the
‘Lomé system’, and then to the present ‘Cotonou sys-
tem’ (each taking its name from the place where the
agreements were finalized). It can be seen from this
summary that the successive conventions have set pro-
gressively larger ambitions for the scope of the activi-
ties that they cover and also that they have covered an
increasing number of partners. As a result, the ‘Coto-
nou system’ now covers well over half of all countries
in the international system, including some of the
very richest and a large number of the Very poorest.
The initiation of the Lomé system in the 1970s was
widely felt, especially by EC member states, to herald
a revolution in development assistance policy by ser-
ting up an institutionalized partnership between the
EEC and the African, Caribbean, and Pacific (ACP)
countries. Processes were established to create and
maintain a stable partnership, in which the ACP group

e Y " d

iyt

s

.
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Source: European Commission, http//ec.europa.eu/europeaidfindex_en.htm.

]
EBE

20-year agreement (entered into force April 2003; revised in 2005 and 2010)
78 ACP partners (2006)
Multilateral agreement to be supplemented by bilateral or minilateral economic partnership agreements (EPAs)

by December 2007 (by the end of 2014, only one of seven such EPAs was fully in force, whilst three were ansie
provisionally or as interim agreements and three others were in the final stages of signature and ratification)

Conditionality: aid payments linked to democratic government and human rights provisions
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=€ was criticism that the Lomé framework was
=gly irrelevant to the development of a global
v As a result, the Cotonou system places
=2 greater emphasis on what might be called

2-up’ processes of development, in which in-
=L ACP countries or groups of them produced
own plans for sustainable development to be
sated with the EU. The Cotonou system also
#ns markedly more in the way of what has come

:rha-lf of all cox called “conditionality’—in other words, provi-
Juding some of _ that make the granting of EU aid conditional on
of the VEIY poors ¢

governance, observance of human rights, and

em in the 197y Emtroduction of market economics, As such, it par-
iber states, to he s broader developments in the provision of aid on
stance policy by & global scale and the United Nations’ Millennium
ership between welopment Goals (MDG). It has also been accom-
» and Pacific (AC 'ed by special measures relating to the very poor-
shed to create ang countries, especially the Union’s 2001 ‘Everything
hich the ACP gre

Arms’ Regulation, which allows free access for all
aducts from the 40 poorest countries except those
wicha military use.

The EU’s development assistance policies have thus
= to respond to the changing nature of the global
=onomy while taking account of new linkages (for
=ample, between trade and development, environ-
=entand development, and so on), and to balance the
s<eds of the developing countries against those of the
EU and its member states. The most acute tensions
come in the area of agricultural policy: the Common
Agricultural Policy (CAP) does demonstrable dam-
2ge to the economies of some of the poorest coun-
ties, by depressing commodity prices, preventing
free access to the European market, and subsidizing
EU exports. Here, again, we can see that external eco-

',Eamings. i nomic policy is closely connected to internal policy
i A processes, and it is not always a profitable linkage (see
| Chapter 22).
; Central to the problems encountered by the EU’s
| development assistance policies are two factors. The
first is an internal institutional problem: the mixture
of policy competences between the EU and its mem-
nts (EPAs) ber states, and (in the post-Lisbon context) between
::n?pplied the new array of EU institutions. The second is an

external factor: the ways in which development assis-
tance policies have become increasingly politicized in
the contemporary global arena. In terms of the EU’s
institutional make-up, development assistance policy

EU External Relations

remains an area of ‘mixed competence’ in which poli-
cies proposed and implemented at the EU Jevel coexist
with national policies for international development.
Thus, although the EU claims to be the world’s largest
donor of development aid, the majority of that figure
consists of aid given by member states as part of their
national programmes (see Table 15.2). The complex
programmes that have evolved at the European leve]

Table 15.2 EU net bilateral and multilateral overseas j
development assistance (ODA), 2012
Country Amount (US$ m)
United Kingdom 13,891
France 12,028
Germany 12,939
Netherlands 5523
Sweden 5240
Spain 2,037
Italy 2747
Denmark 2,693
Belgium 2315
Finland 1,320
Austria 1,106
Ireland 808
Greece 327
Portugal 581
Poland 421
Luxembourg 399
Czech Republic 220
Slovenia 58
Hungary 118
Slovak Republic 80
Estonia 23
DAC EU Members, Total 64,724
EU Institutions 17,479
E.U total (EU DAC members + EU 82,203
institutions)
us 30,687
Japan 10,605
Source: OECD Development Assistance Committee, http:/www.oecd,
org/.

Uote, OECD Development Assistance Committee (DAC) members
only.
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are also, unlike the CCP, the result of a complex divi-
sion of powers between the European institutions and
the national governments represented in the Council.
As a result, the Commission and the Union cannot
claim to speak with one exclusive voice in this area,
although their policies and initiatives have had consid-
erable influence on the ways in which development
assistance is targeted and allocated.

Agreements such as the Lomé and Cotonou con-
ventions are mixed agreements, and the Council col-
lectively and the member states individually have the
power to ratify or not to ratify them. As with trade
policy, this is also an area in which the European Par-
liament has a stronger and more assertive voice after
the Lisbon Treaty. The major institutional innova-
tions made by the Treaty lie elsewhere, however—
namely, the establishment of the new European
External Action Service (EEAS), and the reshaping
of the Commission’s services into the Directorate-
General for Development and Cooperation (DG
DEVCO) created significant uncertainties about who
controls the policy framework and (perhaps most
importantly) the funding for development assistance
programmes. For several years after the implementa-
tion of the Lisbon Treaty, there remained areas of
tension and competition in these policy domains.

In addition to the problems created by internal
institutional factors, EU development assistance
policies have to contend with the fact that issues
of economic and social development have become
intensely politicized within the global arena. This
means that aid is not simply an economic matter; it
has become linked to problems of human rights, of
good governance, and of statehood in the less devel-
oped countries, and the EU has had to develop mech-
anisms to deal with this. There hasbeen anincreasing
tendency to concentrate the EU’s development as-
sistance policies, especially through the EuropeAid
development office and now through DG DEVCO,
and to link them with the operation of agencies such
as the European Community Humanitarian Office
(ECHO). Since the end of the Cold War, there has
also been a series of conflicts, for example, in the
former Yugoslavia and in Afghanistan, in which
the EU has played a key role in coordinating recon-
struction and post-conflict economic assistance. As
a result, the EU’s development assistance policies
have moved away from their primary focus on the
ACP countries and a far wider range of recipients
has been identified. Among these, post-communist

regimes and those involved in conflict form a key
focus, as do the poorest countries, which are granted
additional concessions in terms of free access to the
European market for their goods.

Development assistance policy thus represents a
long-established, yet continually changing, focus in
the EU’s external economic relations. Far less well
established is the management of the international
monetary relations that are an inevitable consequence
of the adoption of the euro by 19 of the EU’s member
states. It has long been the ambition of enthusiasts for
European integration to see the establishment of 2
‘real’ European currency that might rival the US dok-
lar on the world stage. Although there was significant
European monetary coordination during the 1980s
and 1990s, it was only with the adoption of the euro=
1999 that this became a political and economic realis
(and then only for a certain number of EU me
states, now around two-thirds of the total). The e
experienced a harsh baptism, declining against &
dollar continually for two years or more, but it thea
covered during 200305 as the dollar itself came uns
pressure. Since then, it has maintained conside
strength not only against the dollar, but also
European non-member currencies such as the
pound sterling, especially after the onset of the g
financial crisis in late 2008. This is not the place =
cuss the internal workings of the euro (see Chapres
but it is important to note that the launching of
euro created at least a partial alternative to the
lar; it has become part of the currency reserves
wide variety of countries, and it has become 2 =
for those concerned at their overwhelming rel:
the US currency.

The euro is managed through a comples
tutional process in which the European
Bank (ECB) plays a key role. Because it has ne
adopted by all of the EU member states, =
alongside the remaining national currencies
the pound sterling, the Danish kroner, and
ish zloty; while the governments of the =
countries are represented in a number of =
ies overseeing the euro and responsible for
performance in the EU as a whole, there =
tial membership, which gives rise to a num’
tions and tensions. The result is a complex
overlapping institutions and this has its i
for international monetary managemens
tions that have been made even more ce
demanding by the global and Europez=
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© 2008 and afterwards (see Chapter 26). The
% common currency among a number of
s but it is not managed by a single govern-
== ECB does not report to a European Fi-
=nister, and there is no EU system of taxation
=CONOMIC management.
establishment of the euro has led to calls for
=nt of membership in international financial
sons such as the International Monetary Fund
%o reflect the fact that 19 governments have
2 their currencies into one. Not surprisingly, the
States has been prominent among those who
#55at the euro area should have only one voice in
t Sodies as the IMF or the World Bank, and that
ence of the national representations is an

Cevelopment assistance and monetary policy are

=0 key areas of ‘mixed competence’ in EU external
relations. Thus the EU has potentially important
@fluence in both areas, but has to contend with complex

miternal policy processes, as well as international
cemands.

Development assistance policy is an area with a long
fistory and one in which the EU can claim global
leadership; but there are tensions between the EU’s policy
framework, global rules, and the needs of developing
countries.

Key problems in development assistance include those
caused by the emergence of new issues, such as those
concerning the environment or human rights, and the
increasing politicization of the area,

* There is tension between the internal demands for I
€uro area monetary stability and coordination and the
external challenge of a changing global economy. This

is particularly clear in the context of global financial
crisis.

HH IS IR I I e

The European Union’s external
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Common Commercial Policy (CCP) is established
according to explicit principles, applying not only to
the EEC and then to the EU, but also to the broader
management of international commercial relations.
Perhaps significantly, this set of principles has not
been absorbed within the general principles and
objectives of the EU’s external action (see Box 15.1,
under ‘Institutions and policy-making: the Com-
mon Commercial Policy’). This has been backed
up over the years by an extremely wide-ranging
and sophisticated series of trade agreements with a
wide range of partners, which g0 into great detail
about the privileges and concessions to be given to
specific partners. This can be seen as establishing
an elaborate hierarchy, or ‘pyramid of privilege’, in
which the EU manages and adjusts its relations to
individual partners. From time to time, this set of
arrangements raises questions about exactly how
particular partners should be dealt with: for exam-
ple, in the case of China, the EU has had to change
its approach as the country has developed economi-
cally, and as it has increasingly become integrated
into the global economy through membership of
the World Trade Organization (WTO) and other in-
ternational bodies.

At the same time, the EU has to balance its ex-
ternal obligations against the internal needs of the
member states and of European producers and con-
sumers. We have already noted that the Common
Agricultural Policy provides extensive safeguards
(often said to be discriminatory) for EU farmers,
but this is often at the expense of consumers whose
food bills are higher because of the protectionism
built into the Common Agricultural Policy (CAP).
Likewise, during 2005-06, there was a major crisis
in trade between the EU and China because of a
surge of Chinese textile and clothing exports; this
led to the imposition of quotas on Chinese prod-
ucts, but this in turn brought howls of anguish from
EU retailers who had ordered products from China
only to see them prevented from entering the Eu-
ropean market (see Box 15.3). A large number of
the disputes between the EU and the United States

rof fnc- economic policy objectives

As noted, the European Union is nothing if not ex-
plicit about many of its external economic policy ob-
jectives. The tone was initially set by the provisions
of Article 113 of the Treaty of Rome, in which the

(which, between them, account for the majority of
disputes brought before the WTO) have been exac-
erbated by the lobbying of producer groups both
in the EU and the USA, which has created politi-
cal problems around disputes that might, in earlier
times, have been managed in a technocratic manner
by officials and experts.
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During the early 2000s, the rapid growth of Chinese exports
created a challenging situation for the EU (as it did for other
major importers, such as the USA). In particular;, the phasing out
of the Multi-Fibre Arrangement (MFA), an international
agreement that allowed importers to impose quotas if they
were threatened with a surge of cheap imports, led to a major
increase in Chinese Penetration of the European market for
cheap textiles and clothing. The EU was faced with a dilemma:
on the one hand, the remaining European textile producers,
concentrated in southern member states such as Italy, Portugal,
and Greece, demanded protection; on the other hand,
northern member states with rapidly growing markets for
cheap T-shirts and other products felt the heat from their
consumer and retail lobbies. The Commission was faced with an
almost impossible choice: whether to live up to its international
obligations and thus offend powerful internal groups, or to

impose restrictions and thus potentially renege on its
international commitments, The climax of the problem was
reached in 2005, when frantic negotiations produced a set of
compromise agreements based on voluntary restraints by
China, whilst shiploads of clothing products were trapped in
European ports. The compromise agreements expired in
2007-08 without an immediate renewal of the crisis—perhaps
because of the European economic slowdown and slackening of
demand. More recently, a dispute with China over the alleged
‘dumping’ of solar panels raised many of the same issues:
European solar panel manufacturers complained about the
prices at which Chinese products were imported into the EU,
but installers and consumers were equally adamant in support
of continued imports, Again, a compromise agreement was
made, in 2012-2013, which saw some restraints on Chinese
exports but no punitive EU measures,

The net result of these cross-cutting tensions and
pressures is a complicated picture in which the EU
professes its commitment to the global management
of trade issues, but often acts as though it wishes to
pursue its own interests in a unilateral manner. Some
of the same sorts of tensions emerge in relation to
development assistance: the EU trumpets its com-
mitment to international development and claims to
be a pioneer of new types of development assistance
policy, but there is always a balance to be struck be-
tween the broader international aims, those of the EU
as a collective, and those of individual member states.
This is institutionalized in the EU, thanks to the mixed
nature of the institutional framework and the need to
get agreement from the member states on major pol-
icy initiatives, and also reflects a number of powerful
historical and cultural forces arising from the history
of the European empires.

In international monetary policy, we have also
noted the tensions between the requirements of in-
ternal management of the euro and the pressures
of the global economy. The European Central Bank
(ECB) has as almost its only major policy objective
the achievement of monetary stability and the re-
duction of inflation, but this has been held respon-
sible for some of the problems experienced by EU
economies during the early 2000s and thus for their
inability to compete on a global level. Whatever
the truth or the final conclusion of that argument,

there is no doubt that the major economies of the
euro area have often underperformed against their
major global rivals and that the need to bed down the
eurozone system has contributed to this problem. i
can also be argued that the primacy of monetary sta-
bility in the eurozone has made it more difficult for
its member countries and the ECB to respond rap-
idly to international financial crises such as those &
the late 1990s, during which unfavourable contrs =
were drawn between the speed of movement of the
US system and the lack of movement from Eurogp
or that of 2008 and afterwards, during which =
tional measures predominated at some crucial stags
(see Chapter 26).
The EU thus has to face up to a number of tensig
emerging from its pursuit of external economic pois
cies. These have become more significant as the E
(either as a whole, or through major subgroups sus
as the euro area countries) has expanded its role
the global economy, and as the linkages between ec
nomic, political, and security activities have beco
more pronounced. One way of stating these tensiom
is in terms of the competing demands of multilates:
ism, inter-regionalism, bilateralism, and unilateral
in EU external economic policies. Each of these 7
terns can be seen in current EU policies, and they h:
to be held in a complex and fluctuating balance &
set of collective institutions and individual mem
states with competing interests.
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The EU has a general aim of ‘organizing’ its external
environment through commercial agreements and of
creating a ‘pyramid’ of partners in the global economy.

= The demands of external commitments can come into
conflict with internal pressures from different interests
within the EU.

This is part of a general problem created by the need

for responses to a changing global environment, but can
express itself in concentrated disputes and crises for the EU.
The EU also faces the need to balance between different
types of relationship: multilateral; inter-regional; and
bilateral. In addition, internal pressures can lead to
unilateral behaviour by the Union.

Obstacles and opportunities: the
European Union as a power in the
world economy

The European Union has enormous potential for in-
fluence and activity in the global economy, but it is
equally clear from the argument in this chapter that it
faces a number of important constraints on its capac-
ity to turn potential into reality. We have already noted
that a series of complex balances have to be struck in
the making and implementation of EU external eco-
nomic policies, between:

« the collective interests of the EU as a whole and
those of individual member states or groups of
member states;

» the claims and competences of specific institutions
and the pressures generated by different sectors of
external economic policy;

+ the claims of different partners and rivals in the
global arena, which demand different patterns of
incentives and resources from the EU;

+ the economic dimension of the EU’s involvement
in the global arena and the increasing levels of
politicization that accompany international
economic transactions; and

« the competing claims of multilateralism, inter-
regionalism, bilateralism, and unilateralism in the
pursuit of EU policies, often within cross-cutting
institutional frameworks with complex patterns
of demands.
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In some ways, of course, these are no more de-
manding than the problems confronting any national
government in the globalizing world economy. All
governments and international institutions are subject
to at least some, if not all, of these dilemmas. In the
case of the EU, though, they are compounded by the
fact that the EU itself is founded on a series of insti-
tutional compromises and a process of continuous
negotiation. This makes the competing claims more
obvious and, in some ways, less manageable than they
might be for a national government, no matter what
its size or complexity.

Against this, the EU has considerable assets and op-
portunities in the global economy. We have already
noted that the EU1is the world’s ‘champion trader’, with
a key position in the exchange of goods, services, and
ideas, and its position as manager of the world’s larg-
est integrated market provides it with opportunities as
well as with challenges. In recent years, the Commu-
nity and then the Union, through the Commission, has
sought to exploit a number of these opportunities and
to establish itself as a key player in the emerging global
economy. Thus it has become increasingly active in
leading global trade negotiations, with varying levels
of success; it has taken a leading role in the handling
of international environmental issues such as those
dealt with by the Kyoto Protocol on global warming
(see Box 15.4 and Chapter 23); it has pursued its claim
to be a leader in the provision of international develop-
ment assistance, and increasingly of humanitarian aid
and disaster relief; and it has begun to exercise material
influence, albeit often indirectly and haltingly, on the
conduct of international monetary policy.

This means that the EU has increasingly become
acknowledged as a power in the global economy. It
has acquired the legal and institutional apparatus
with which to pursue this ambition, and this legal
and institutional framework gives it the capacity to
carry out a number of important ‘state functions’ to
preserve and enhance the prosperity of its citizens in
a changing world economy. It has been able to estab-
lish itself as a key participant in global economic pro-
cesses, both in formal institutional terms and in less
formal terms of engagement in fundamental pro-
cesses of trade, production, and exchange. In this, it
has had to cope with challenges created by a number
of other international economic powers, such as the
USA, Japan, and (increasingly) China and India. It
has created an impressive network of international
economic partnerships and has, in many cases, been
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The EU has established what many would see as a global
leadership role in the implementation of the Kyoto Protocol.
This international agreement was reached in 1999 and sets
targets for the reduction of greenhouse gas emissions. Whilst
the EU was prominent in supporting the Protocol, others,
most particularly the USA and China, failed to ratify and thus
1o implement it. The EU spent a lot of time in the early 2000s
building a coalition that could bring the Protocol into force
despite the absence of the USA (to enter into force, it had to
be ratified by countries representing a set proportion of global
emissions, and since the USA is by far the largest ‘offender’, its
absence was a severe handicap). Eventually, with the crucial

ratification by Russia, the Protocol entered into force in 2005.
Whilst the USA is still not part of the Protocol, it has moved
towards the EU's position, especially after the coming to office
of Barack Obama in 2009, and seems likely to signuptoa
successor Protocol to be agreed soon. This has had paradoxical
implications for the EU: whilst it can still claim to be a leader,
there is the possibility that increasing activism on the part
of the USA and China will lead to a sidelining of the Union as
their interests gain leverage. The Copenhagen (2009), Durban
(2011), and Lima (201 4) climate change conferences show
contrasting examples of this process and of EU responses. j

able to link these with increasingly political condi-
tions or requirements, for example, through the use
of economic sanctions. It has also taken an increas-
ing role in global governance through its support for
the regulation of international economic conditions
through multilateral action.

It remains unclear in some respects what the EU as
a global economic power is for or against. As we have
seen, this is a reflection of the complex institutional
and other forces operating on its external economic
policies, and the cross-cutting pressures to which its
policy-making processes are subject. The result is a
constant disparity between the EU's claims to global
economic distinctiveness and the reality of its un-
tidy policy-making processes. One thing that is clear,
however, is that the enlarged EU of 28 members will
continue to pursue an ambitious external economic

Conclusion

This chapter has dealt with the core elements of the
European Union’s external economic policies: in-
stitutions and policy-making; aims and objectives;
constraints and opportunities; and the impact of the
EU’s activities. It has done so by focusing especially
on three areas of policy: external trade and com-
mercial policy; development assistance policy; and
monetary policy. Each of these areas of policy has its
own characteristic history in terms of the evolution
of institutions and in terms of the EU’s international
engagement. We have seen that the Common Com-
mercial Policy was almost built into the foundations
of the BEC because of the need to manage the cus-
toms union, while the development assistance policy

policy and will continue to have a significant globs
economic impact.

KEY POINTS

l

« The EU faces a complex balancing act in the global
economy. In this, it is constrained by internal complexdtes
and differences of interest.

« But there are considerable opportunities for leadersh

especially in new areas such as environment and

humanitarian support.

The EU is thus a key participant in global governance

its role in this area is expanding.

« Nonetheless, there are still uncertainties about the B
overall aims and impact within the global arena. and
affect both the EU and its key partners.
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does not mean that the member states are redundant:
far from it, they are a major source of policy pressures
and challenges for the Union’s institutions, and they
are a key source of the legitimacy that has been ac-
quired by those institutions in the context of global
governance. But there is also the legitimacy that has
been acquired by decades of steadily deepening in-
volvement in the global economy, and the acquisition
of the knowledge and skills that go with it. These are
what give the EU’s external economic relations a dis-
tinctive significance and impact, and make them a key
subject for study.

What are the key sources of the European Union's power in the global economy and how have they changed in
importance during the course of Furopean integration?

2. What are the key features of the distribution of power between the EU institutions in issues of trade and com-
mercial policy? Has the balance of power between the institutions changed, and if so, how and why?

3. How has the changing nature of world trade affected the EU's Common Commercial Policy?

4. What does it mean to say that development policy and monetary relations are areas of ‘mixed competence’ in the
EU, and how does that affect processes of policy-making?

5. Whyis it appropriate to describe the EU’s development policies in terms of a ‘pyramid of privilege?
6. What are the key differences between the Lomé and Cotonou systems of EU development policy?

7. Why has the EU not become a ‘monetary superpower’ since the establishment of the euro? What developments

8. What contribution does the EU make to the governance of the global economy? Does this contribution match its
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