
Volume 11

Issue 4

Open Access Journal

ISSN: 2183-2463

2023

cogitatio



Politics and Governance, 2023, Volume 11, Issue 4
Economic Security and the Politics of Trade and Investment Policy in Europe

Published by Cogitatio Press
Rua Fialho de Almeida 14, 2º Esq.,
1070-129 Lisbon
Portugal

Design by Typografia®
http://www.typografia.pt/en/

Cover image: © peshkov from iStock

Academic Editors
Guri Rosén (Oslo Metropolitan University)
Sophie Meunier (Princeton University)

Available online at: www.cogitatiopress.com/politicsandgovernance

This issue is licensed under a Creative Commons Attribution 4.0 International License (CC BY). 
Articles may be reproduced provided that credit is given to the original and Politics and Governance 
is acknowledged as the original venue of publication.



Economic Security and the Politics of Trade and Investment Policy in Europe
Guri Rosén and Sophie Meunier 122–128

Semiconductor and ICT Industrial Policy in the US and EU: Geopolitical 
Threat Responses
Shawn Donnelly 129–139

Legitimisation of Foreign Direct Investment Screening Among Business  
Actors: The Danish Case
Anna Vlasiuk Nibe 140–153

Arming Fortress Europe? Spaces and Instruments of Economic Patriotism  
in EU Armament Policy
Catherine Hoeffler 154–164

Commerce and Security Meet in the European Union’s Trade Defence  
Instruments
Patricia Garcia-Duran, L. Johan Eliasson, and Oriol Costa 165–176

Varieties of Anti‐Globalism: The Italian Government’s Evolving Stance on  
the EU’s Investment Screening Mechanism
Antonio Calcara and Arlo Poletti 177–187

Free Trade‐Populism and Nativist‐Protectionism: Trade Policy and  
the Sweden Democrats
Alexander Dannerhäll 188–199

Winners and Losers From Trade Agreements: Stock Market Reactions to TPP  
and TTIP
Andreas Dür and Lisa Lechner 200–211

Implementation of EU Trade Agreements Under an Assertive, Open,  
and Sustainable Trade Policy
María J. García 212–222

Europe’s Global Gateway: A New Instrument of Geopolitics
Eugénia C. Heldt 223–234

Legal Traditions as Economic Borders
Shintaro Hamanaka 235–245

Table of Contents



Politics and Governance (ISSN: 2183–2463)
2023, Volume 11, Issue 4, Pages 122–128
https://doi.org/10.17645/pag.v11i4.7858

Editorial

Economic Security and the Politics of Trade and Investment Policy
in Europe
Guri Rosén 1,* and Sophie Meunier 2

1 Oslo Business School, Oslo Metropolitan University, Norway
2 Princeton School of Public and International Affairs, Princeton University, USA

* Corresponding author (guri.rosen@oslomet.no)

Submitted: 17 November 2023 | Published: 29 November 2023

Abstract
Facing recent global disruptions brought about by the COVID‐19 pandemic, the war in Ukraine, climate change, and the
race for raw materials and technology needed for the green transition, economic interdependence—not least unilateral
dependence—has increasingly come to be seen as a security threat. In response, the EU has put resilience and strategic
autonomy at the centre of its trade and investment agenda. The EUwas long resistant to this geoeconomic turn, that is, the
use of economic tools for geopolitical purposes in normal times. Since 2017, however, the EU has placed greater emphasis
on identifying and mitigating the security vulnerabilities that accrue from open markets. This geoeconomic turn has cul‐
minated in the June 2023 release of the European Commission’s Economic Security Strategy, which aims to maximise the
benefits of economic openness while minimising the risks from economic interdependence. The aim of this thematic issue
is to analyse the foundations of this new European focus on economic security and, more specifically, on the increased use
of geoeconomic instruments. Coming at this objective from a variety of disciplinary traditions, methodologies, and sub‐
stantive focus, our contributors tackle, among others, the following questions: Why has the EU abandoned its reluctance
to use geoeconomics and finally made the switch towards economic security? How does the EU’s approach compare with
other major global players? And, what are the long‐term implications of the EU’s economic security strategy for European
integration, its relationship with partners and allies, and the global economic order?
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1. Introduction

Interdependence has long been regarded as a main‐
stay of the globalised economy, where free trade and
peace go hand in hand. Anchored by a set of multilat‐
eral rules governing economic exchange, the so‐called
liberal international economic order was designed in the
post‐World War II era to increase economic prosperity
and tie economic partners in such binding ways that
war between them would become too costly. However,
recent years have shown that these close ties between
states, companies, organisations, and individuals can

also be exploited for economic or geopolitical leverage—
what is now commonly referred to as “weaponised inter‐
dependence” (Farrell & Newman, 2019). Facing recent
global disruptions brought about by the COVID‐19 pan‐
demic, the war in Ukraine, climate change, and the race
for raw materials and technology needed for the green
transition, economic interdependence—not least unilat‐
eral dependence—has increasingly come to be seen as a
security threat.

In response, the EU has put European resilience and
strategic autonomy at the centre of its trade and invest‐
ment agenda. In the face of a global contextwhere power
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politics is resurgingwith great speed and seems to trump
liberal economics, the EU has changed course (Bauerle
Danzman & Meunier, in press; Damro et al., in press;
Matthijs & Meunier, 2023). The EU was long resistant to
this geoeconomic turn, that is, the use of economic tools
for geopolitical purposes in normal times. Since 2017,
however, the EU has placed greater emphasis on iden‐
tifying and mitigating the security vulnerabilities that
accrue from open markets (Meunier & Nicolaïdis, 2019).
In recent years, the EU has created in short order a
panoply of innovative policy tools that blend trade and
investment with essential security concerns.

This geoeconomic turn has culminated in the
June 2023 release of the European Commission’s
Economic Security Strategy (European Commission,
2023). The stated aim of the Economic Security Strategy
is to maximise the benefits of economic openness while
minimising the risks from economic interdependence.
The three key instruments proposed to achieve this ambi‐
tion are to promote EU competitiveness, protect the
EU’s economic security through various new and exist‐
ing tools, and partner with like‐minded countries. What
makes this strategy stand apart is its seeming change
of tack for an international institution founded on the
principles of the liberal world order. Despite its long
reluctance to follow in the geoeconomic footsteps of
its partners and competitors, the EU now appears to be
launching its new strategy with a vengeance.

The aim of this thematic issue on “Economic Security
and the Politics of Trade and Investment Policy in Europe”
is to analyse the foundations of this new European focus
on economic security and, more specifically, on the
increased use of geoeconomic instruments. Coming at
this aim from a variety of disciplinary traditions, method‐
ologies, and substantive focus, our contributors tackle,
among others, the following questions: Why has the
EU abandoned its reluctance to use geoeconomics and
finally made the switch towards economic security? How
does the EU’s approach comparewith othermajor global
players? And, what are the long‐term implications of the
EU’s economic security strategy for European integration,
its relationship with partners and allies, and the global
economic order?

2. The EU’s Pivot Towards Economic Security

A core objective of the postwar liberal international eco‐
nomic order was to separate commercial policy and
security issues as much as possible (Garcia‐Duran et al.,
2023). This was relatively easy to do because of a
clear distinction between what belonged to the eco‐
nomic vs. the security realms, albeit with some grey
area in between for dual‐use goods and technologies.
Technological development, however, has blurred this
neat distinction. On one hand, the “Internet of Things”
and the ubiquity of personal data have transformed any
economic good and interaction into a potential secu‐
rity threat, from your connected home assistant device

to your DNA ancestry kit. Devices and technology that
service our interconnected world, not to mention the
parts and items that are key to making them work, rep‐
resent an increasing security hazard. On the other hand,
issues that used to be considered scientific or economic
in nature, such as climate change or a pandemic, are
now understood to be part of national security, as was
demonstrated clearly by the dramatic disruptions dur‐
ing the Covid‐19 years. Economic interaction and security
are so deeply entangled now thatmany states, and schol‐
ars, blend them under the concept of “economic secu‐
rity.” This section explains the factors that have led to the
EU’s pivot towards economic security, introduces some
of the tools in the EU’s new geoeconomic arsenal, and
analyses whether this is a true paradigm shift or the con‐
tinuation of the same objectives through other means.

2.1. Explaining the EU’s Pivot Towards Economic Security

The EU took longer than its partners and competitors to
embrace economic security and develop its own geoeco‐
nomic tools. As Bauerle Danzman andMeunier (in press)
explain, “the EU was less equipped institutionally and
politically than other advanced economies to adjust to
the new world of deglobalization, fragmentation, and
economic statecraft” because of “the centrality of the sin‐
gle market to the process of European construction, the
institutional division of competences that empowers the
Union in the areas of trade and competition, and the tra‐
ditionally pro‐free market ideological bent of DG Trade.”

In addition to technological change and the Covid‐19
pandemic, two external factors prompted the EU’s real‐
ization that it needed to expedite a strategy on economic
security: First was China’s simultaneous strategy of eco‐
nomic self‐reliance, including through legal and illegal
acquisition of Western technology, and rising authori‐
tarianism and geopolitical ambitions. Second, the rapid
move away from multilateralism and rules‐based trade
during the Trump administration made Europeans real‐
ize that taking the US as a reliable partner in defend‐
ing the liberal international economic order was no
longer granted. The embrace of industrial policy and
economic security under the Biden administration only
reinforced this American transformation. In both cases,
these external factors pushed the EU away from its
“naivete” towards liberal globalization and the free mar‐
ket (Bauerle Danzman & Meunier, 2023). Challenges
of globalization and the rise of protectionist measures
worldwide have caught up with the EU, forcing a rethink
of its approach to international trade and economic
openness (Garcia‐Duran et al., 2023).

If external factors made the EU’s pivot towards eco‐
nomic security necessary, internal factors made it pos‐
sible. Demands for more economic security emanated
from some of the member states starting in 2017 (see
Calcara & Poletti, 2023) and from some business inter‐
ests (Vlasiuk Nibe, 2023). In the wake of Brexit, the urge
to develop industrial policy at the EU level has gained
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new impetus, pushed forward by specific EU members
(see Donnelly, 2023; Hoeffler, 2023). The EU’s geoeco‐
nomic turn was also made possible by the transfer of
competence over foreign direct investment policy to
the EU level (Meunier, 2017) and by the skilful political
entrepreneurship of the Commission (Vlasiuk Nibe et al.,
in press).

The combination of the weaponization of economic
interdependence, the undermining of liberal interna‐
tional economic order by the EU’s main economic part‐
ners and competitors for their own geopolitical purposes,
and the blurring of economy and security meant that
the time was ripe for the European pivot towards eco‐
nomic security.

2.2. Developing a Panoply of EU Geoeconomic Tools

“Strategic Autonomy” encompasses the EU’s broader aim
of being able to act independently in various economic
spheres without undue external influence or depen‐
dency. The EU’s trade strategy has also been evolving to
ensure that trade policy supports its strategic autonomy
while promoting multilateralism (“open strategic auton‐
omy”) and addressing challenges like climate change and
digital transition (European Commission, 2021). In light
of global disruptions such as the Covid‐19 pandemic, the
EU’s emphasis is on creating more resilient and diverse
supply chains, especially in critical sectors like pharma‐
ceuticals, semiconductors, and raw materials.

Within a short amount of time, the EU has devel‐
oped a broad range of geoeconomic tools to imple‐
ment its new ambitions. Some of the new instruments
are designed to promote European industry and busi‐
ness, while others aim to protect the single market from
exploitation by third countries but also from the exit of
key technologies and raw materials. Among the defen‐
sive instruments that have already been decided are
the Investment Screening Framework (2019), the Foreign
Subsidies Regulation (2022), and the Anti‐Coercion
Instrument (2023).

The EU has also launched a series of offensive ini‐
tiatives, for example, the International Procurement
Instrument (2022), which aims to ensure reciprocity
in market access for public procurement. Reducing
dependency on external energy sources, especially from
geopolitically sensitive regions, has been a priority. This
includes diversifying energy sources and routes and pro‐
moting renewable energy within the bloc. The aim of the
proposed Net Zero Industry Act (2023) is to strengthen
the EU’s self‐sufficiency through major investment in
the development of green technology and industrial
capacity. The Critical Raw Materials Act was proposed
in March 2023 by the Commission to increase domestic
production of critical raw materials and reduce depen‐
dency on other countries, particularly China. This is not
about protection but about diversification of suppliers.
The European Chips Act (2023) aims to ensure the EU’s
security of supply, resilience, and technological leader‐

ship in semiconductor technology. All these instruments
are designed to bolster the EU’s Green Deal, which is
both a climate strategy and a growth strategy, with cli‐
mate considerations and climate policy goals guiding all
aspects of the EU’s economic policy.

The protective instruments, the promotive legis‐
lation, together with an ambition to establish new
global partnerships, were brought together when the
Commission launched the European Economic Security
Strategy in June of 2023.

3. The Three Pillars of Economic Security: Thematic
Issue Contributions

Wehave grouped the contributions to this thematic issue
under these three pillars of economic security. This is not
a perfect grouping: Several articles address several pillars
at once, while a few may not fall neatly under any of the
three pillars. Nevertheless, they are sorted according to
the three pillars to highlight current and possible future
developments that serve to fortify the EU’s new strategy,
or potentially undermine it.

3.1. Promote

The European Economic Security Strategy aims at “pro‐
moting the EU’s competitiveness, strengthening the
Single Market, supporting a strong and resilient econ‐
omy, and fostering the EU’s research, technological and
industrial base” (European Commission, 2023, p. 6).

Donnelly (2023) analyses how geopolitical threat
assessments drive the US and the EU to protect critical
ICT infrastructure from foreign influence and ownership,
but also to promote independence in semiconductor
research, development, manufacturing, and packaging.
This article finds evidence that while the Trump admin‐
istration adopted new forms of protectionism in many
economic sectors, the Biden administration took the pro‐
motion of US industrial developmentmuch further, moti‐
vated by an explicit security threat from China. He argues
that the EU’s 2023 Economic Security Strategy reflects a
similar approach and constitutes a step‐change in promo‐
tion, albeit with fewer EU‐level resources. It also seeks
to partner with allies, though this largely translates into
US companies building chip plants in EU member states.
France emerges as a pace‐setter in promoting indepen‐
dent technological capacity among the larger member
states, while Germany continues to discount the drive
to promote independence. The article examines the
increasing importance of Waltian geopolitical security
threats on both sides of the Atlantic as a driver of indus‐
trial policy, export controls, self‐sufficiency, and friend‐
shoring as a replacement for dependence on global sup‐
ply chains. However, Donnelly (2023) also argues that, on
the European side, differing national preferences dilute a
Waltian turnwith continued attachment to liberal (global
supply chain) approaches to chips, 5G infrastructure,
and a Waltzian realist stance (capacity‐building to build,
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protect, and promote regardless of security threat) that
occupies the middle ground.

Vlasiuk Nibe (2023, p. 149) takes as a point of depar‐
ture that the Economic Security Strategy places invest‐
ment screening within the framework of strategic pri‐
ority on protecting Europe from “commonly identified
economic security risks” and that the realisation of
this priority requires the active participation of the pri‐
vate sector. Against this background, this author asks
whether market actors share the same risk perceptions
and what their incentives for security‐motivated invest‐
ment screening are. Studying business actors in Denmark,
one of the most liberal member states initially sceptical
about the idea of investment screening in Europe, Vlasiuk
Nibe (2023) shows how they gradually accepted the idea
of investment screening in the context of uncertainty and
the gradual utterance of security threats by the European
and local political elites. Being exposed to emerging
security discourses across different levels and networks,
businesses adjusted their policy preferences balancing
between different identities. This author argues that the
flexibility inherent in a multilevel and evolving securitisa‐
tion process led to a legitimization of investment screen‐
ing policies among interest groups that subsequently
mitigated their resistance to the imposition of market
constraints on security grounds. Throughout the policy‐
making process, Danish businesses embraced a two‐fold
perception of investment‐related threats. The first aspect
included a narrow understanding of specific sectors
deemed vital for the functioning of society, such as crit‐
ical infrastructure or strategic technologies. The second
aspect related to investment coming from “non‐friendly”
countries, primarily fromChina. This article serves to illus‐
trate the interface between protecting and promoting
European economic and security, both at an ideational
and empirical level.

Hoeffler (2023) studies economic patriotism in EU
armament policy. This article underlines how, while
linked to military security, armament policy is also
shaped by economic security concerns, as its firms
depend on global supply chains and rely on exports.
Armament is thus a fertile site to observe how, before
the publication of its 2023 Economic Security Strategy,
the EU created instruments to secure its industrial and
technological capacities. Furthermore, Hoeffler (2023)
highlights how the European Economic Security Strategy
testifies to the growing entanglement of the economic
and security logics in EU policies. Armament shows how
the EU’s shift away from liberalism does not, so far,
translate into EU‐level protectionism. In the language of
the Economic Security Strategy, the European Defence
Fund (EDF) relies on a mix of promotion and protection:
The EDF promotes European firms, but only as part of
a circle of insiders larger than the EU, and only protects
insofar as it insulates European decisionmaking from for‐
eign interference. Far from an EU fortress in arms, the
EDF and current initiatives reveal how the EU, on the
one hand, tries to walk the fine line between securing EU

defence industrial capacities and cultivating the transat‐
lantic security space, on the other. Achieving both is a
very delicate balancing act. Hoeffler (2023) argues that
understanding what the EU will make of its Economic
Security Strategy in the years to come requires going
beyond dichotomies such as Atlanticist/Europeanist and
liberal/protectionist and looking at how they combine in
specific policy instruments.

3.2. Protect

The second pillar of the EU’s Economic Security Strategy
is to protect against economic security risks through a
range of existing policies and tools, including targeted
new instruments where needed. Thesewould be applied
with proportionality and precision to limit any unin‐
tended negative spill‐over effects on the European and
global economy (European Commission, 2023, p. 3–6).

Garcia‐Duran et al. (2023) focus on how the EU is
seeking to protect itself against ever more sophisticated
economic security risks. The authors argue that there
has been a rapprochement between the trade and secu‐
rity paths due to a common ideational framework and
strategic autonomy, exemplified through trade defence
instruments with security objectives. These instruments
are justified in the European Economic Security Strategy,
especially the pillar focused on protecting against eco‐
nomic security risks. The Economic Security Strategy
builds on the 2021 trade strategy, which focuses on open‐
ness, sustainability, and assertiveness. Drawing on work
addressing ideational and instrumental levels of policy,
the authors discuss how the EU is assessing the inter‐
national environment through the ideational framework
of strategic autonomy and how this has shaped the con‐
struction of new trade defence instruments intended to
protect against economic and technology‐related secu‐
rity risks. Focusing specifically on trade defence instru‐
ments addressing security concerns, which are justified
in the 2023 European Economic Security Strategy, they
show that the distinction between commercial policy
and traditional security concerns is eroding. They argue
that the EUmay be less keen on geopolitics than its main
competitors, but the security logic central to its quest
for strategic autonomywill guide policies for the foresee‐
able future.

Turning their attention to the internal conditioning
of the EU’s turn to market protection, Calcara and Poletti
(2023) investigate why the Italian government suddenly
changed position in the negotiations for the setting up
of an EU‐wide investment screeningmechanism, shifting
from leading supporter to staunchest opposer of such
policy initiative. They emphasise how two factors com‐
bined produced this puzzling outcome. First, the role of
political parties as drivers of governments’ foreign eco‐
nomic policy choices. Second, the tension between two
different “varieties” of anti‐globalism. Calcara and Poletti
(2023) contend and show that the uniting of the Lega
Nord and the Five Star movement around the common
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denominator of anti‐Europeanism was crucial in leading
the Italian government to support a strategy of inter‐
nal, rather, than external, re‐bordering in the context
of negotiations for the establishment of a new invest‐
ment screening regime in the EU. Their article effec‐
tively illustrates some of the political dynamics that may
affect the EU’s ability to put in place strategies to better
protect its economy from security risks. The European
Commission itself acknowledges that united and coordi‐
nated EU action is crucial if the EU wants to successfully
shield its own economy from the security risks posed by
new geopolitical and technological realities. Their article
suggests that the likelihood that the EU will be able to
engage in such strategies of external re‐bordering is cru‐
cially affected by the variety of anti‐globalism that will
come to dominate the narratives and political choices
of anti‐globalist parties across EU member states in the
coming years.

Similarly, Dannerhäll (2023) investigates the trade
policies of the radical‐right party, the Sweden Democrats,
between 2010–2022. Using the free‐trade rhetoric of the
Sweden Democrats as a point of departure, the author
asks whether this means that the Swedish Democrats are
not a protectionist party, thereby breaking the pattern
among most other radical‐right parties. By widening the
definition of protectionism to include non‐tariff barriers
to trade in addition to tariffs and quotas, the author finds
that the Sweden Democrats promote both protectionist
and liberal trade policies. Advocacy of protectionist poli‐
cies is grounded in protecting ethnonationalist notions
of Swedish culture, history, and identity, while liberal‐
isation emerges as a response to elite co‐optation of
the international trading system. Dannerhäll (2023) high‐
lights that the dimension of the state as a guarantor of
national security is likely to gain analytical relevance for
the study of radical right parties and trade policy, given
the geopoliticization of international trade and invest‐
ments. The author also links this to the Economic Security
Strategy. Because the strategy represents increased EU
involvement in the security, as well as industrial, policy of
the member states, it may activate populist antipathy of
international organisations, particularly given the deep‐
seated scepticism of the EU of the Sweden Democrats.
At the same time, the empowerment of states to safe‐
guard economic security may appeal to authoritarian ten‐
dencies in the Sweden Democrats and radical‐right ideol‐
ogy that prioritise security over economic aspects.

3.3. Partner

The third and final pillar of the European Economic
Security Strategy aims at partnering with the broad‐
est possible range of partners to reinforce economic
security, foster resilient and sustainable value chains,
and strengthen the international rules‐based economic
order and multilateral institutions, such as the World
Trade Organization. It also means furthering and finalis‐
ing trade agreements, and investing in sustainable devel‐

opment throughGlobal Gateway (European Commission,
2023, p. 3).

Dür and Lechner (2023) study the winners and losers
of trade agreements through the prism of stock market
reactions to news on the Transpacific Partnership (TPP)
and the Transatlantic Trade and Investment Partnership
(TTIP). Their empirical test relies on a dataset with
daily firm‐level stock price data for close to 4,000 US
companies over the period 2009–2016. Concretely, the
article assesses how the shares of different types of
firms reacted to the news on the (lack of) progress of
the negotiations aimed at concluding the TPP and TTIP.
The authors also present a novel approach to measuring
progress and stagnation in international trade negotia‐
tions using computational text analysis. In contrast to a
view that sees the largest companies as the main benefi‐
ciaries of trade agreements, Dür and Lechner (2023) find
thatmedium‐sized and diversified firms benefit themost
from trade agreements. This insight, they argue, helps
to better understand the distributional effects of trade
deals. It is also relevant for the EU’s economic security
strategy, which suggests fostering trade agreementswith
a wide range of partners. Concretely, the study shows
how difficult it can be to partner even with countries
that are close geopolitical allies and at a similar level of
economic development. Moreover, their study suggests
that recent policies that have the potential to reduce
global openness under the banner of “economic secu‐
rity,” such as the EU’s Economic Security Strategy, may
negatively affect (especially) mid‐sized firms that find it
more difficult to adjust to new circumstances than the
largest firms. If such policies really favour the largest
players, they may reduce rather than enhance countries’
resilience to shocks.

García (2023) turns the attention to EU PTAs. EU PTAs
are a key part of EU trade policy and represent an impor‐
tant component of the new Economic Security Strategy’s
partnership pillar. PTAs are expressions of, and instru‐
ments to achieve, the pillar’s goal of establishing tieswith
other states and diversifying trade and economic rela‐
tions to limit excessive interdependence with key part‐
ners and limit the risk of these partners weaponizing
that interdependence. The author argues that PTAs are
not always implemented fully, which can jeopardise the
achievement of this strategy. A more assertive EU trade
policy is placing renewed emphasis on PTA implementa‐
tion. The article starts tomap issues raised in joint bodies
created in PTAs. It finds that the key issues the EU focuses
on relate to market access for agricultural goods, sani‐
tary and phytosanitarymeasures, geographic indications,
(to a lesser extent) government procurement, services,
labour, and environment. García’s (2023) initial analysis
shows that joint Committees created in PTAs are able to
resolve matters, especially when these relate to propos‐
als for new regulations and laws, as opposed to chang‐
ing those already in existence, and tend to be more suc‐
cessful in newer agreements. Coinciding with the shift to
a more assertive policy, since 2019 there has also been
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an increase in opening actual dispute proceedings within
PTAs. Most disputes relate to market access in sectors
of little economic relevance to the EU, but they serve to
make the critical point that the EU will enforce its PTAs
and demand respect for trade rules and commitments,
the keymessage of the 2021 Trade Policy Review and the
2023 Economic Security Strategy.

Heldt (2023) explains the establishment of the EU’s
Global Gateway strategy—a new geopolitical instrument
to project the EU as a global infrastructure lender.
With a geographical focus on Africa, it links infras‐
tructure investment projects with condition principles—
including democratic values, good governance, and
transparency—and catalyses private investment into EU
development financing. Heldt (2023) argues that a com‐
bination of three factors enabled the Global Gateway:
China’s role as a global infrastructure lender in Africa;
the shift to private investment in multilateral develop‐
ment financing; and the transformational leadership of
the European Commission as an entrepreneurial agent.
The EU’s Global Gateway marks a geopolitical turn in EU
politics through which the EU can project its power in
the world. At the same time, it illustrates the third pillar
of the EU’s Economic Security Strategy, namely, partner‐
ing. The global gateway intends to partner with countries
pursuing similar de‐risking strategies and that also have
common interests with the EU. At the same time, strate‐
gic competition with China has just begun and it remains
to be seenwhether the EUwill be able to position itself as
a geopolitical power to become a game changer in global
infrastructure finance or if it will remain a mere shadow
in the prevailing US–China rivalry.

Hamanaka (2023) makes two main claims: First, a
state’s legal tradition is embedded into its domestic insti‐
tution in each issue area. Second, a state that has a
common/civil law type domestic institution in a certain
issue area prefers a common/civil law type international
agreement on the same issue area. By conducting a
theoretical and empirical investigation in three issues
areas covered by free trade agreements, Hamanaka
(2023) demonstrates that differentmodes of governance
are preferred by civil and common law states domes‐
tically and internationally and this difference partially
explains (non)participation in international agreements.
This author also links the impact of domestic regimes to
the partnering pillar of the Economic Security Strategy.
The critical component of the EU’s partnership strategy
is the signing of Free Trade Agreements or Economic
Partnership Agreements,which include regulatory issues.
If the EU has civil law‐type regulatory regimes in a certain
issue area, states that have similar regulatory regimes
could be good partners in such a field. This, in turn,
means that if a potential partner’s domestic regulatory
regimes can be adjusted in line with the EU, the part‐
nering strategy is more likely to succeed. With techni‐
cal cooperation and other forms of assistance, it is possi‐
ble to help develop regulatory regimes compatible with
the EU in partner states. Without consistent domestic

regimes, issue‐specific international cooperation might
not be possible.

4. Conclusion: A Paradigm Shift or the Continuation of
the Same Objectives Through Different Means?

A remaining question running through all the articles
is whether the adoption of an economic security strat‐
egy is a paradigm shift. “Economic security” has two
different meanings. On one hand, it means ensuring
security through economic tools, such as investment
screening. Though the tools may be novel, using eco‐
nomic instruments to achieve security goals is not new
for the EU, which has long leveraged the power of its
single market for other purposes. This approach to eco‐
nomic security would be the continuation of the same
goals through other means, and thus would not repre‐
sent a true paradigm shift in the EU’s approach towards
globalisation. On the other hand, “economic security”
means ensuring the security of the economy. This could
be achieved, for instance, through the diversification of
supply chains, reindustrialisation, de‐risking, and friend‐
shoring. For the EU, this would be a paradigm shift and
a crossing of the Rubicon of sorts towards the protec‐
tionist side, as a lot of policies can be subsumed under
economic security. While this shift is deeply contentious
between member states, it seems popular with a public
opinion eager for more protection and assertiveness.

If it is really a paradigm shift, this opens up several
important questions, to be addressed in future related
research. First, how will all these new economic security
policies be financed? Will the EU need its own resources
to compete with similar policies in other countries, such
as the US’ Inflation Reduction Act that offers $369 billion
in subsidies and tax credits? Will these policies be a pub‐
lic or private sector responsibility? Second, will the EU
be a leader or a follower in economic security and what
will be the reaction of its economic partners and com‐
petitors? The answers to these questions will to a large
extent determine the future of the liberal international
economic order.
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1. Introduction

How have government attitudes toward involvement in
chip manufacturing and 5G development changed in
response to recent pressures on supply chains and con‐
cerns about their reliability? Since 2022, Western states
have become increasingly concerned about ensuring a
secure supply of physical infrastructure in semiconduc‐
tors, telecommunications equipment, and ICT‐capable
devices. In some cases, supply chains have been dis‐
rupted by the Covid‐19 pandemic. In others, gov‐
ernments have been increasingly concerned about
geopolitical disruptions and the potential for mali‐
cious exploitation of vulnerabilities in internet com‐
munications on which their economies, governments,
and societies increasingly rely. This includes technol‐
ogy transfer through inward foreign direct investment
and technology exports to countries beyond the circle
of allies. Particular attention in these areas is reserved

for China, given several concerns about the increas‐
ing potential for political and geopolitical confronta‐
tion, the disruption to chip production that could fol‐
low from a Chinese attack on Taiwan, and the role
that these technologies could play in a future conflict.
In this context, this article seeks to parse out the drivers
behind state‐led ICT strategies in Europe and the US
and extrapolate current trends into options and likely
trajectories for the near future. It contrasts the rel‐
ative strength of motivations for self‐sufficiency (gen‐
eral capacity‐building), security (development to meet
a threat), and economy (building infrastructure without
concern for self‐sufficiency). It also touches on 5G infras‐
tructure development through the same lenses and com‐
pares these developments with realist and liberal inter‐
national relations theories. It also illuminates the impact
of institutional power on the relative capacity of EU and
US officials to translate geopolitical concerns into con‐
crete action.
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2. Realism, Liberalism, and State Behaviour in Chip and
5G Development

To study the degree and motivations for change in state
behaviour toward chip and ICT infrastructure, it can be
useful to think of a spectrum of responses between
realism and liberalism, with full autonomy and self‐
sufficiency on one end of the spectrumand a laissez‐faire
attitude on the other. The liberal end of the spec‐
trum reflects the dominant attitude of European and
American governments prior to the Trump administra‐
tion in the US (2017–2021) and the Van der Leyen
Commission in the EU toward the development, pro‐
duction, and use of chips and 5G network infrastruc‐
ture. The EU and US had allowed global supply chains
to develop in chips and ICT infrastructure in the pur‐
suit of cost efficiency, economic interdependence, and
friendly political relations. Companies shifted production
abroad, concentrated it in Taiwan and Korea, and incor‐
porated China into the assembly process. Chips and ICT
infrastructure could be purchased at the lowest price
and rolled out regardless of provider, and geopolitical
conflict would be contained by states seeking to pre‐
serve the welfare gains provided by interdependence.
Norms and values could be calibrated by specific tools
and agreements in the pursuit of “managed globaliza‐
tion”(Meunier, 2007).

The realist end of the spectrum in contrast stresses
self‐sufficiency in critical resources, technologies, and
infrastructure to ensure survival through strength and
self‐reliance, adapting to changing conditions, including
the relative advances of other countries where required
to secure a favourable balance of power. The most
extreme form of this drive is entirely self‐sufficient: pur‐
sued through a country’s independent capacity (inter‐
nal balancing) or trade wars and other attempts to drag
any potential rival down in relative power (mercantil‐
ism). It can also be pursued collectively by distinguishing
friends from foes and bundling capacity with allies (exter‐
nal balancing through friendshoring). Realistmotivations
can be seen in efforts to develop hardware and manu‐
facturing, as well as software like artificial intelligence as
core components of economic power. It can also be seen
when the state restricts economic activity across borders
due to their implications for international power.

Within the realist paradigm, theorists distinguish two
takes on when states do this. Waltzian realist thought
(Waltz, 1979) expects states to engage in automatic bal‐
ancing: continuously seeking self‐sufficiency in national
economic capacity and technical prowess to protect
and promote their position in the international system.
In contrast, Waltian realists (Walt, 1990) expect bal‐
ancing primarily in response to a perceived concrete
threat that turns a lack of resources or dependence
on others into a source of weakness and insecurity.
Attention to security and independence ebbs during peri‐
ods of decreased security concerns but returns when
confrontedwith a real or perceived threat, leading states

to fear for their status in the international system, or
their ability to resist coercion from other states.

There is a growing literature on realist balancing, por‐
trayed as geopolitical turns in foreign (economic) poli‐
cies of the EU and the US (Di Carlo & Schmitz, 2023;
Meunier & Nicolaidis, 2019; Schmitz & Seidl, 2022) since
2015–2016. We can see Waltzian attention to the rela‐
tive balance of power in the EU’s desire to build Strategic
Autonomy for its own sake, and the Trump administra‐
tion’s efforts to undercut China’s economic growth and
enhance American exports. More recent policy in the US
and EU reflects security threats, particularly Russia (since
the 2014 invasionof Crimea), andChina (regarding threats
against Taiwan, its stance toward Taiwan’s supporters in
the West, and the Chinese wave of foreign investment
into Europe buying tech companies generating military or
dual‐use goods and services; Genschel & Schimmelfennig,
2022). The Biden administration’s emphasis on the threat
fromChina (Walt, 2021) sets it apart from themore gener‐
alised hostility of the Trump administration toward China
on geo‐economic grounds while downplaying China’s
great power ambitions in its region.

The realist concern for state capacity to provide
for security is also reflected in extant literature tracing
the impact of security threats. Kelemen and McNamara
(2022) show the EU developing institutionally to better
respond to real and perceived threats to its existence.
State intervention related to security and survival is also
studied in new literature on the regulatory security state
(Levi‐Faur, 2023), which justifies and exercises the use
of regulatory power to shape the behaviour of compa‐
nies and governments with narratives of providing pub‐
lic safety and international security. Particularly useful
for the discussion regarding chips and 5G infrastructure
is the distinction between two versions of the security
state: the positive security state (which produces secu‐
rity goods) and the regulatory security state, which pro‐
duces them by rules. These developments in turn rest
on ideas and meanings underpinning a focus on secu‐
rity and the implications thereof as much as interests
and institutions of policy development (Kruck & Weiss,
2023). In between these two ideal types, we can think
also of industrial policy measures in which the state
prompts the production of security goods with subsi‐
dies. It is not the intent to use these analytical cate‐
gories as mutually exclusive, but potentially complemen‐
tary. Subsidies, production, and rules surrounding trade,
or the source of company and fixed capital investments
relate to one another by stimulating and shaping produc‐
tion in the private sector as much as in public goods pro‐
vision (Donnelly, 2023a; McNamara, 2023).

Despite similarities between the US and Europe, the
geopolitical turn happened earlier and more strongly in
the US than in Europe. This article argues that this is pri‐
marily a result of different political attitudes. In the 2020
American general election, both political parties adopted
realist, anti‐China tech trade and investment policies that
permitted a hard, threat‐based realist foreign economic
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policy. In Europe, the Commission needed to balance its
newfound realist worldview against more liberal prefer‐
ences of its most powerful member state and a policy
legacy of open trade promotion.

This article conducts a congruence analysis between
the theoretical approaches outlined above and the
behaviour of the US and EU institutions, as well as
France and Germany from 2019 to the present. It exam‐
ines investment in independent hardware manufactur‐
ing as an alternative to dependence on foreign suppli‐
ers, state backing of companies and state protection of
national companies from foreign takeover where new
capacity is located. The article looks at whether govern‐
ments seek self‐sufficiency (internal balancing), selective
interdependence with allies (friendshoring, external bal‐
ancing), or continued reliance on global supply chains
(liberalism). France and Germany are major technolog‐
ical and foreign policy players in Europe, which makes
them interesting parts of the European case study. But
they also have distinct stances that influence what the
Commission chooses to do.

The time period incorporates the pre‐Covid‐19 sta‐
tus quo and allows us to contrast that with the evolu‐
tion of EU, French, and German policies and initiatives.
This will simultaneously allow us to parse out different
possible motivations, including the supply chain bottle‐
necks introduced by Covid‐19, concerns about China’s
combination of technological advancement and politi‐
cal/military hostility towards allies (Taiwan), the rules‐
based international order (South China Sea disputes) and
the West in general (support for Russia’s war against
Ukraine), and, finally, US positions and policy actions as
a friendly power whose actions nevertheless may have
negative externalities for the EU and its member states
unless coordinated (Chips and Science Act shutting out
EU actors, compelling brain drain and R&D loss). While
this could be framed by EU actors as poaching, it might
also be considered an impetus for the EU and member
states to follow suit.

3. The American Context

The American approach to semiconductors prior to the
Trump administration was one of liberal interdepen‐
dence and global supply chains, resulting in a transfer
of manufacturing from the US to East Asia in the late
20th and early 21st centuries. The Trump administra‐
tion imposed Section 301 tariffs in 2018 amounting to
25% on a number of imports citing national security
reasons, including Chinese semiconductors. Despite the
national security claim, these tariffs addressed economic
complaints against dumping subsidised goods. It then
followed in 2019 with export restrictions on chips des‐
tined for Chinese telecoms giant Huawei, which exported
smartphones and 5G telecoms equipment. This time
national security concerns about spyware access were
articulated (Bown, 2020), as is shown in its attacks on
the Chinese social media app TikTok. By 2020, the Trump

administration had convinced Taiwanese chip manufac‐
turer TSMC to plan a plant in Arizona, and the National
DefenceAuthorizationAct had been passed to boost chip
manufacturing (Bown, 2020).

American pressure on European countries and the
EU itself focused on concerns that Huawei 5G infras‐
tructure, while cheaper and highly advanced, would
leave companies, governments, and individuals exposed
to surveillance, industrial espionage, and cyberattacks
backed and/or demanded by the Chinese state. These
concerns were articulated by both the Trump and Biden
administrations. They considered Chinese 5G infrastruc‐
ture in Europe both a security risk and a concern for
those within the American intelligence community that
sharing information with allies came with a risk of
unwanted surveillance by non‐allies. This generated ten‐
sions with Europe, which Friis and Lysne (2021) show
accepted only partially the White House’s security con‐
cerns about China. Neither the US nor China linked semi‐
conductors to any specific military threat, however.

Under the Biden administration, strong bipartisan‐
ship, including a Senate supermajority of 60% of votes
required to pass legislation, existed on identifying China
as a national security threat, and semiconductors as a
key strategic asset, despite the ubiquitous polarisation of
party politics. The administration retained and strength‐
ened the anti‐China policies and Section 301 trade tools
of its predecessor in its election campaigning and its
domestic economic policies. These sought to rebuild
manufacturing and infrastructure in a wide variety of
sectors, including semiconductors. Rare bipartisan agree‐
ment in an otherwise polarised environment can be seen
in the Chips and Science Act of 2022, which intended to
restore industrial manufacturing, as well as research and
development in the chips sector, from design to packag‐
ing, creating self‐sufficiency for the American economy.
The proposal wasmade on July 1, 2021, and approved on
August 9, 2022. It was considered both a reaction to the
supply chain vulnerabilities of the corona years, as well
as a response to a decline in the US share of global semi‐
conductor production, and a strategic national security
imperative to ensure technical supremacy vis‐à‐vis China
(Donnelly, 2023a; Wang & Sotomayor, 2022).

The industrial policy investments made by the Chips
and Science Act were significant. Congress shaped the
Chips and Science Act to make investments in a wide vari‐
ety of initiatives with a total budget of 280 billion dol‐
lars, with 54 billion earmarked for semiconductors. The
building of manufacturing and packaging facilities would
be supported through the Department of Commercewith
39 billion dollars, and research and development (also
through the Department of Commerce) with 11 billion,
including a National Semiconductor Technology Center,
a National Advanced Packaging Manufacturing Program,
a Manufacturing USA Semiconductor Institute to pro‐
mote public–private coordination, and aMicroelectronics
Metrology programme at the National Institutes of
Standards and Technology. Two billion was reserved
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for the Department of Defence for coordination and
information‐sharing. In addition to the money allo‐
cated through the Chips and Science Act, a manufac‐
turing investment tax credit was designed and passed
to compensate American businesses for price differen‐
tials between American and offshore chip manufacturing
derived from foreign subsidies. In all these cases, recipi‐
ents would be banned from producing in countries “that
present a national security concern, including the People’s
Republic of China” (Van Hollen, 2022). Investments soon
followed in a number of states (Whalen, 2022a, 2022b).

The national security facet of American chip policy
became even more prominent in October 2022 as con‐
cern rose that China might use the US’s commitment
of resources in Ukraine to mount an invasion of Taiwan,
cutting the US and the rest of the West off from chips
for both military and civilian purposes. In this environ‐
ment, an executive order on export controls not only
banned the export or development of highly advanced
chips to China by US companies and nationals but also
lower‐tech chips. Whereas exports of older chips were
previously permitted once a new generation of proces‐
sors had come out, they would now be restricted more
comprehensively in order to suppress China’s semicon‐
ductor and computing capacity. Restrictions on US com‐
panies were further enhanced by US agreements with
Dutch and Japanese companies in March 2023 to intro‐
duce export controls for the most advanced chips and
production equipment (Bounds et al., 2023; Liu et al.,
2022; Nellis et al., 2022). In August 2023, a White House
executive ordermade evenmore explicit that export con‐
trols were designed to shape the balance of capabili‐
ties in artificial intelligence, cryptography, surveillance,
advanced weapons systems, and quantum computing
(The White House, 2023).

This support relied not only on the shared support
for re‐industrialisation and the spread of high‐quality
jobs throughout key parts of the US (particularly battle‐
ground states of Ohio and Arizona) but also the shared
view of Democrats and Republicans that China formed
an imminent threat to US national security that justi‐
fied an American industrial policy plan to produce criti‐
cal infrastructure, including chips, at home (Sevastopulo,
2023; The White House, 2022). Overall, these observa‐
tions demonstrate a Waltian turn in the US, pursuing
self‐sufficiency and technological leadership in response
to threats, making the US a leader in semiconductor
manufacturing and less dependent on other countries in
the supply chain. The broad agreement on both these
points subsequently shaped how the EU and its member
states approached the question of whether and how to
subsidise chips and ICT infrastructure in the interests of
national security.

4. The European Case

The EU began the realist turn in semiconductor and 5G
policy much later than the US, following a liberal mar‐

ket approach until 2019, and introducing concrete ini‐
tiatives in 2022, after the US had passed its own ini‐
tial measures. The first European Commission interest in
industrial policy in chips can be found in 2013 when it
permitted EU, national, and regional state aid to attract
private investments in chip research, development, and
industry within a broader pro‐market strategy (European
Commission, 2013). However, the Digital Single Market
(DSM) of 2015 that followed was indiscriminate about
where ICT infrastructure and hardware were sourced, as
long as it was installed and used. The DSM envisaged
companies and consumers using that infrastructure to
support online commerce (retail, wholesale, and finan‐
cial) in products, services, and companies seen as sunrise
industries connected to the Fourth Industrial Revolution,
and a data‐driven economy that could start to com‐
pete with American digital giants. The Commission also
sought to extend existing regulations to the digital realm
(consumer protection, contract law, competition pol‐
icy), introduce new regulations (privacy and illegal con‐
tent law), and promote further investment by compa‐
nies and national governments in 5G+ communication,
satellite support, and datacentre infrastructure quickly
and extensively.

This DSM’s liberal emphasis discounted arguments
from the EU security community that investment in
independent production capacity, infrastructure, and
R&D was urgent and beneficial, given the dual civil
and military uses of most technologies. The European
Union Institute for Security Studies argued in 2009
that technology transfers from the EU to China should
be viewed through the lens of connections between
technology, economic power, and security (Stumbaum,
2009). Council calls for a focus on domestic tech‐
nological prowess came in 2013 (with a European
Defence Technological and Industrial Base) but had to be
repeated in 2015. The Commission approved a 2018 joint
research and development initiative by France, Germany,
Italy, and the UK for microelectronics by allowing state
aid (European Commission, 2018). However, efforts to
promote chip development remained related to general
economic and technological capacity.

Geopolitical concerns gained traction in the EU in
2018 in response to a tradewarwith the US, and growing
concerns about inward investment from China through
which European companies could lose and transfer crit‐
ical technology and hardware (Meunier & Nicolaidis,
2019). EU member states experiencing high concen‐
trations of Chinese investment in these sectors sup‐
ported the investment screening proposals that followed
(Chan & Meunier, 2022), supporting an increasingly
closed‐door policy (Bauerle Danzman & Meunier, 2023).

By 2019, the EU’s liberal approach started to shift
from a liberal stance (Stolton, 2023) to emphasise secu‐
rity concerns, allowing resources to be committed to
military uses for the first time. The European Defence
and Industrial Development Programme advanced argu‐
ments that military research and development could
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boost civilian technology aswell, justifying a budget even
to those sceptical that security threats justified invest‐
ments in Europe’s military capacity (Scheinert, 2017).
The groundwork preparing this shift outlined civilian
technology spinoffs in consumer electronics based on
previous military development projects (microwaves,
smartphones,wifi, and navigation). The EU–NATOCentre
of Excellence for Cybersecurity highlighted concerns in
particular about the Chinese government’s capacity to
order Chinese companies to conduct surveillance of
communications and exploit access to information with
potential implications for industrial advantages, political
interference, andmilitary implications of Chinese control
of communications, command, control infrastructure, as
shown in research emanating from the joint EU–NATO
Centre of Excellence on Cybersecurity (Kaska et al., 2019).
However, funding for chip research and development
remained limited (Fiott, 2020). Chip design remained
largely in the US and production proceeded to concen‐
trate in Taiwan (TSMC), with additional capacity in the
EU (ASML in the Netherlands) and Korea (Samsung), and
Huawei (China) was central to man national bids to con‐
struct telecommunications networks (5G) well into 2021.

By 2021, the Commission showed greater concern
about the use of semiconductors and other technology
in China’s military build‐up, and President Xi’s concept
of Military–Civil Fusion directing technology toward mil‐
itary use against Taiwan (European Commission, 2021).
These concerns were visible in the Commission and
Council after the Biden administration took office in
2021. Then we see transatlantic discussions over export
controls and domestic development take place, and
internal discussions within the EU and its member states.

The impetus for European industrial policy to spur
chip development appears to lie in Washington D.C.
and is fuelled further by existential threats to the EU.
Proposals in Europe to boost domestic chip production
came as early as 2020, but actual resources and laws fol‐
lowed American initiatives. The European Commission
showed interest in transatlantic cooperation with the US
as a response to Covid‐19 shortfalls in the development
of research, development, and industrial capacity as an
alternative to each side competing with the other over
resources. The European Commission’s September 2021
State of the Union address announced the Commission’s
desire to revive efforts to produce chips for the EU
market (European Commission, 2021). The reason was
neither a perceived security threat nor a need to be
self‐sufficient but to address a market shortage exacer‐
bated by over‐reliance on foreign providers. Commission
officials discussed chip development with American
counterparts two weeks later at the first Trade and
Technology Council meeting in Pittsburgh. That meeting
was meant to reconfigure global supply chains in the
aftermath of Covid‐19 together, rather than in competi‐
tion with the US. The European Commission’s (n.d.) chip
plans did not share American concerns with perceived
Chinese threats toWestern security, however, proposing

instead that Europe build on its earlier initiatives, permit‐
ting national state aid to build “open EU [chip] foundries”
and “integrated [chip] production facilities” focused on
ensuring supply and overcoming scarcity. Additional
money, that labelled the Digital Europe Programme,
would be redirected fromwithin the EU’s science promo‐
tion fund (Horizon) and funds earmarked to promote the
digital single market (European Commission, n.d.).

By 2022, the passage of the Chips and Science
Act generated concerns in the Commission that the
US might pursue domestic chip manufacturing and
re‐industrialisation at the expense of the EU, luring
European companies, talent, and investment to the US
market seeking to ensure market access there and bene‐
fit from state subsidies in research, development, manu‐
facturing, and packaging. In addition, the EU showed con‐
cern about similar initiatives from China, Japan, Taiwan,
and Korea (Ragonnaud, 2022). US insistence on a link
between chips, communications technology, and mili‐
tary security gained traction in the EU in the context
of Russia’s war on Ukraine. Mügge (2023) shows that
the conflict brought together the relevance of chips,
5G infrastructure, software, cloud services, and, most
prominently, artificial intelligence in contests with adver‐
saries that the Biden administration had been advanc‐
ing. This meant domestic re‐shoring of chip production
and export controls on chips and fabrication equipment,
which targeted EU companies as well.

The EU Chips Act, proposed on February 9, 2022, and
passed on July 25, 2023, is the European answer to the
need for industrial capacity in chips, and to the American
Chips and Science Act, which achieved first‐mover advan‐
tages in industrial subsidies to semiconductor manufac‐
turers. The Commission cited first the impact of Covid‐19
on supply chains, which had hobbled industry (European
Commission, 2023a). It envisaged 11 billion euros in sub‐
sidies and hoped for an additional 32 billion in national
subsidies, with Industry Commissioner Bréton ensuring
that companies and governmentswould enjoy an exemp‐
tion from state aid restrictions that normally apply under
EU law (Bounds et al., 2022). However, we see here a
combination of motivations and approaches, with lib‐
eralism on the one hand (directorate general competi‐
tion: Vestager) and a Waltzian strive for self‐sufficiency
and “strategic autonomy”without a specific threat (direc‐
torate general internal market: Bréton), without Russia’s
invasion of Ukraine generating aWaltian threat response.
This split is replicated between member states (see
below in this section), making more ambitious plans dif‐
ficult to support.

The absence of a threat response and the con‐
tested drive for strategic autonomy in 2022 can be
seen in the conflict between Industry Commissioner
Bréton and Competition Commissioner Vestager over
state aid for chip development and production. While
directorate general competition had issued block exemp‐
tionsmore easily during financial crises, Vestagerwarned
against taxpayer subsidies for chip manufacturers and
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encouraged governments to accept European depen‐
dence on foreign producers. Bréton, in contrast, saw
independence from global supply chains as crucial, and
national and EU projects as vital to achieving that goal.
Commission President Von der Leyen appeared to take
Bréton’s side early on, although with a reference to
Covid‐19 disruptions to market functioning rather than
his Waltzian push for strategic autonomy or a Waltian
concern for national security. She touted 200 billion in
funds from the historic NextGenerationEU fund (750 bil‐
lion euros for Covid‐19 reconstruction) being spent
on digital industrial capacity while visiting the world’s
premier producer of extreme ultraviolet chip lithogra‐
phy fabrication equipment, ASML, in 2021 (Carrer &
Lanzavecchia, 2021).

Within the EU Chips Act, national state aid domi‐
nated: Out of the 43 billion euros in subsidies head‐
lined, almost all would be provided by the member
states, and the 3.3 billion euros earmarked for research
and development from the EU’s budget would not
be new money but diverted from other research and
development programmes. The only new money in
this fund came from the NextGenerationEU fund estab‐
lished to reconstruct Europe. This meant that national
subsidies would be permitted without any meaningful
restrictions from the Commission. Well‐endowed mem‐
ber states stood to benefit strongly, raking in most of
the economic and political advantages, while others
would have to rely on NextGenerationEU investments.
Parliament expressed support for the EU Chips Act to
counter dependence on China, but also its reliance on
the US. It also accepted the initiative on the grounds
that it would enhance Europe’s strategic autonomy and
digital sovereignty (European Parliament, 2022). Both
Parliament and Council passed the legislation without
any significant amendments (Haeck, 2023a).

The effects of this construct result in different
national contributions to semiconductor policy and pro‐
duction. The Netherlands focused on high‐end research,
development, and production, with late export con‐
trols. ASML had already developed into the world leader
in extreme ultraviolet lithography used in the world’s
most advanced chips thanks supported by an ecosys‐
tem involving manufacturers, software developers, data
centres, and cybersecurity specialists put in place and
cultivated by the Dutch government. Export controls
were accepted, though with a transition period allow‐
ing sales to China of equipment one generation old until
September 2023 (Lin & Liu, 2023) and without involving
the EU (Haeck, 2023b).

Germany, in contrast, remains divided across
national bureaucracies and subnational governments
on inward investment. The federal government intro‐
duced the right to ban Chinese involvement in critical
telecoms, energy, and health infrastructure in 2021.
It then blocked the Chinese takeover of chip manufac‐
turer Elmos by Silex in 2022 on the grounds of pro‐
tecting critical infrastructure (Rinke & Murray, 2022).

Chinese investment in Duisburg’s shipping port also
soured as German politicians linked China and Russia
over Ukraine in 2022 (Kastner, 2023), but the chancellor
himself allowed the Chinese shipping firm Cosco to buy
the country’s largest international port in his home city
of Hamburg (Chazan et al., 2022). Meanwhile, German
cybersecurity regulator BSI did not classify rail, includ‐
ing switches, routers, and associated software as critical
infrastructure, allowing German rail company Deutsche
Bahn to award Huawei a 5G infrastructure contract over
the objections of the Green and Liberal (FDP) parties,
both government coalition members and concerned
about security risks (Marsh, 2023). The country’s June
2023 Integrated Security Strategy further neglected chip
development as a security issue (Federal Ministry of the
Interior and Community, 2023). Nevertheless, a change
to more restrictions is reported to be under debate
(Marsh & Rinke, 2023; Pitel et al., 2023).

German chip production policy involves state gov‐
ernments and is decidedly industrial, ensuring domestic
supply chains and keeping up with foreign performance
in accordance with liberal policies, with increasing
Waltzian concerns for self‐sufficiency. Two states had
attracted semiconductor production from US companies
by 2023: Magdeburg (Intel; Hollinger & Waters, 2022;
Mukherjee et al., 2022) and to Saarland (Wolfspeed),
particularly directed at generating home‐built capacity
for electric vehicles and manufacturing. The German
Chancellory touted the investments as proof Germany
could compete with American subsidies in the Inflation
Reduction Act regarding electric vehicles to support
industry (Pitel, 2023).

Italy also secured an Intel chip assembly and packag‐
ing plant, again with a focus on relieving car production
bottlenecks (Fonte & Piovaccari, 2022). Meanwhile, Intel
negotiated cooperationwith Spain’s advanced Barcelona
Supercomputing Centre for Advanced Computing, as
well as labs in Poland and increased production in Ireland
(Mukherjee et al., 2022). Overall, figures confirm that
the bulk of investment is private and US in origin, with
88 billion over 10 years from Intel alone. This is both
a success for the European plans, in terms of exceed‐
ing investment expectations, and a clear sign of transat‐
lantic cooperation in chip production (friendshoring)
rather than individual autonomy. The EU is following the
US goal of recovering market share in chip production
while inviting US companies to do the heavy lifting of
investment and eventual production, while EU compa‐
nies, many with state involvement, focus on high‐end
computing and chip production techniques that have
no export restrictions to the US, but bar takeovers by
US companies.

Italy also showed that the other side of chip and ICT
infrastructure production is the issue of protection from
foreign takeovers, with particular attention to countries
outside the transatlantic allied space. Here we observe
that Italy blocked the takeover of two semiconductor and
high‐tech component firms, one by a Chinese company,

Politics and Governance, 2023, Volume 11, Issue 4, Pages 129–139 134

https://www.cogitatiopress.com


and the other by aHong Kong subsidiary of aUS company
in 2021, with the office of Prime Minister Draghi leading
the charge (Fonte & Cao, 2021; Lanzavecchia, 2021).

Meanwhile, in France, the policy was markedly
Waltian and statist. The state informed telecommunica‐
tion companies in 2020 that if they selected Huawei
equipment for 5G, they would be unable to renew
their licences, effectively putting them out of business.
The country’s largest telecoms operator, Orange, in which
the state owns a 23% share stake, subsequently awarded
5G infrastructure contracts to Nokia and Ericsson for
its 5G networks throughout Europe rather than Huawei
(Rosemain, 2022a). Domestic chip production for French
companies (rather than reliance on Intel) was also
securedwhen cooperationwas announced between chip‐
maker STMicroelectronics (Franco‐Swiss company) and
wafer producer Soitec (France) for silicon carbide chips
for the automobile industry in 2022 (Rosemain, 2022b).
In addition, the French government supported projects
in artificial intelligence and quantum computing. The
Saclay technology cluster (Paris; Hollinger & Waters,
2022) related to French quantum computing projects
(Cookson, 2022) was a key beneficiary and attracted a
new research hub from Intel (Mukherjee et al., 2022).

Security issues under the veil of Waltian threat per‐
ception were also visible in French protection for cyber‐
security and computing capacity. Before joining the
Commission, Industry Minister Thierry Bréton had estab‐
lished a state‐sponsored company known as Atos, which
had a subsidiary called Evidian, specialised in comput‐
ing and communications for the French security estab‐
lishment, including cybersecurity, supercomputing, big
data, and connectivity. Atos had fallen on hard times
(Rosemain & Hummel, 2023), but the French govern‐
ment saw it as such an important strategic asset it
shielded the company from a takeover bid from Thales, a
French defence company with strong ties to the security
ecosystem in France. Thales’s plan was to acquire Atos’
cybersecurity component BDS, furthering “sovereign big
data and artificial intelligence platform for the public
and private sector with a focus on defence, intelligence
and internal state security” (Barbaglia, 2022) while allow‐
ing private equity firms to acquire the rest. The French
state refused to countenance the sale to foreign enti‐
ties as undermining the country’s “digital sovereignty”
(Barbaglia, 2022). It solved the conundrum by arrang‐
ing for Airbus, a state‐backed collaborative enterprise
involving France, Germany, Spain, and the Netherlands,
to take Evidian over. With this, the company’s capacities
remained at the disposal of the state, and for France’s
larger ambitions for a more independent European
defence capacity (Donnelly, 2023b).

4.1. Expert Advice and Meagre Response on the ICT:
Semiconductor–Cybersecurity Nexus

The EU’s attention to chips, telecommunications, and
cybersecurity has also evolved with a series of cyberse‐

curity laws (Network and Information Security Directive,
Cybersecurity Act) and the establishment and strength‐
ening of the European Union Agency for Cybersecurity
(ENISA). ENISA advises the EU on implementing and
upgrading legislation, responding to new challenges, coor‐
dinates national authorities, and, since 2020, coordinates
cybersecurity certifications for private enterprises. ENISA
had flagged the importance of linking chip design, cyber‐
security standards, and the EU’s new General Digital
Privacy Regulation as early as 2017 in consultations
with leading producers ASML and NXP (Netherlands),
STMicroelectronics (France), and Infineon (Germany, now
a subsidiary of the US company Intel), as well as
national cybersecurity authorities (ENISA, 2017). Doing
so would have worked best with European production.
The European Council endorsed ensuring the security and
domestic production ofmicroelectronics generally tomul‐
tiple sectors of the economy, naming automotive, man‐
ufacturing, aerospace, space, defence, agriculture, and
health care specifically on October 2, 2020 (Council of the
European Union, 2020, para. 27; Negreiro, 2023).

However, even this liberal, supply chain focus on the
interplay of cybersecurity and chips failed to generate
an industrial policy response before the Chips Act. Gaps
in the EU’s thinking about protecting critical infrastruc‐
ture remained as well, particularly in the EU’s electric‐
ity grid that powers the devices being securitised. The
European Telecommunications and Networks Operators
Association together with the European Emergency
Number Association expressed concern after the Russian
invasion of Ukraine that electricity was not considered
critical infrastructure throughout the EU, despite the fact
that blackouts or shortages could crash the EU’s tele‐
coms critical infrastructure (Pollina et al., 2022).

4.2. Europe’s Waltian Turn? The EU’s Economic Security
Strategy

Adherence to liberal and at times Waltzian thinking
yielded to the adoption of a Waltian lens of threat
response in June 2023. The EU’s Economic Security
Strategy, in contrast to the EU Chips Act, is clear and
unequivocal about the need to build up economic and
technological capacity and to be selective in the EU’s eco‐
nomic collaboration and interdependence due to security
threats of a geopolitical, military, or non‐agential nature.
The Economic Security Strategy seeks to de‐risk Europe’s
economic relations and boost its resilience, choosing
to promote (NextGenerationEU, Chips Act, Critical Raw
Materials, Net Zero Industry, and EU Industrial Strategy,
targeted at resilience and sovereignty in energy, health,
medicine, food. and defence), protect, and partner (with
allies) to ensure critical industries while preserving “open
and rules‐based trade and investment, secure cross‐
border connectivity and collaboration on research and
innovation” (European Commission, 2023b).

The Economic Security Strategy pays specific atten‐
tion to ensuring supply chain resilience; ensuring
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physical and cyber security of critical infrastructure,
including communication networks (proposing a new
Cyber Resilience Act and upgrade of the Network and
Information Security Directive); ensuring technology
security and preventing leakage of technology to hos‐
tile powers, including countering espionage, dual‐use
technologies, artificial intelligence, advanced semicon‐
ductors, and quantum computing; and potential for hos‐
tile powers to weaponise economic dependency against
the EU and its member states (proposals for export con‐
trols pending). Most strikingly, national security is men‐
tioned as being at risk, which the EU, its member states
and private stakeholders should actively and collectively
analyse and support. How Parliament and EU countries
take up this Waltian turn remains to be seen. Debates
are yet to be scheduled in the European Parliament, and
heads of government have not yet responded.

5. Conclusions

This article gives an overview of the developments in
the US and Europe regarding chip, computer, and com‐
munications technology strategy. It examines the extent,
timing, andmotivation of each side of the Atlantic regard‐
ing shifts away from open liberalism in economic interde‐
pendence and supply chains. Two alternatives are tested.
The first is a shift to a Waltzian focus on self‐reliance and
the balance of capabilities for reasons of national secu‐
rity and power resources broadly understood, even in
the absence of a concrete military threat. The second
is a Waltian threat response, in which efforts to build
up domestic power resources are designed to mitigate a
real or perceived security threat. It shows that in the US,
the Trump administration started with a Waltzian focus
on relative capabilities, turning to narratives of potential
Chinese security threats at the end of its term in office.
In the Biden administration, there is clear and bipartisan
agreement on building domestic chipmanufacturing and
infrastructure in response to a threat from China, as one
of many challenges the US faces. This reflects a Waltian
turn in US foreign policy that goes beyond what the pre‐
vious administration conducted.

In the European case, the shift from liberal open‐
ness and interdependence in semiconductors, comput‐
ers, and telecommunications to Waltzian self‐sufficiency
and then Waltian threat response was highly contested
until the summer of 2023. A concerted focus on chip
development and manufacturing in response to supply
chain disruptions, such as those that accompanied the
Covid‐19 pandemic, did not materialise until the US ini‐
tiated its own programme in 2022, accelerating fears
within Europe that they would be left behind as the US
and China boosted their own capabilities, and more vul‐
nerable to shortages without their own industrial pol‐
icy and chip capacity to go with it. Industrial policy
on domestic chip manufacturing and ICT infrastructure
development based on Waltzian calculations is the new
common ground between EU institutions and key mem‐

ber states. It is reflected in the primary focus on industrial
chips for automobiles, consumer electronics and other
internet‐of‐things products and services.

The Commission’s European Economic Security strat‐
egy demonstrates that in 2023 it adopted a Waltian
notion of a concrete threat demanding self‐sufficiency
and resilience, such as a Chinese attack on Taiwan and
its semiconductor manufacturing, Chinese advances in
military technology that could be used to undermine
Europe’s security, or the persistent threat of Russian
aggression and destabilisation, layered on top of ear‐
lier concerns for addressing supply chain disruptions.
Within the new strategy, the supply chain question shifts
from disruptions to vulnerability to attack, with the risk
depending on whether the countries supplying are allies
or not, broadly understood (Genschel & Schimmelfennig,
2022). These Waltian threat‐induced reactions build on
Waltzian intellectual priors about strategic autonomy,
which were both generalised in terms of threat (building
up European resources and policies to keep up with the
US and China) and much more weakly supported by the
member states in Council, with France pushing strongly
for strategic autonomy and Germany and others remain‐
ing unconvinced. Kelemen and McNamara (2022) place
the phenomenon of EU securitisation in a broader litera‐
ture on state‐building during wartime, which intensifies
urgency in agreement, policy response, and even com‐
mitted financial resources.

Differences between Europe and the US have mean‐
ingful consequences, given the US’s hard stance on inde‐
pendence and relations with China in chips and ICT infras‐
tructure, and its demands on Europe to align its policies
with its own. European positions are slower and weaker,
given the weaker powers of the EU vis‐à‐vis the mem‐
ber states in foreign policy and more meagre resources,
but more crucially, a split in foreign policy stances of EU
member states. Germany is reluctant to abandon liber‐
alism and interdependence. Member states geographi‐
cally closest to Russia along with France support a threat‐
based response of industrial policy for European security.
The Commission occupies the middle, reflecting tradi‐
tional concerns to build up European independence for
its own sake: as either strategic autonomy (full indepen‐
dence) or open strategic autonomy (friendshoring).While
Commission recommendations to screen investment in
5G infrastructure, related technology firms, and build
chip manufacturing companies resonate well in France,
these have had a lesser impact in Germany, for example.
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1. Introduction

In June 2023, the European Commission presented its
new Economic Security Strategy based on three key
pillars: promoting the competitiveness of the EU to
increase economic resilience, protecting the EU from
economic security risks, and partnering with countries
who share the EU “concerns on economic security,”
thereby ensuring “a more resilient and secure economy”
(European Commission, 2023, p. 3). This strategy reflects
a conspicuous shift in the EU’s perception of globali‐
sation, economic interdependence, and open markets.
Since the creation of European Communities in 1950s,
European leaders worked to establish a liberal economic
order based on the idea that economic interdependence
both decreases the likelihood of war and increases eco‐
nomic well‐being (Bauerle Danzman & Meunier, 2021;
De Ville & Siles‐Brügge, 2018; Lenihan, 2018; Linsi, 2016),

leading to an explosion of transnational business activity
and complex cross‐border corporate structures (Baldwin
& Venables, 2013; Davies & Markusen, 2021). However,
the geopolitical turbulences of the previous decade have
led to a reconsideration of this “naiveté” in European
commercial policies. One of the earliest manifestations
of this shift was the introduction of investment screen‐
ing policies that permit governments to verify, ban, or
condition foreign direct investment (FDI) that potentially
threatens national security or public order.

The EU adopted its pan‐European Investment
Screening Framework (ISF) in 2019, which provides
the Commission with advisory competencies, while the
member states maintain the decision power to veto pro‐
posed FDIs (Regulation of the European Parliament and
of the Council of 19 March 2019, 2019). The adoption of
this EU ISF led to a proliferation of investment screening
mechanisms (ISMs) across member states.
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The introduction of investment screening policies can
potentially affect business operations. In the short term,
they impose material costs and add a regulatory burden;
in the long term, they restrict firms’ access to alternative
investment finance, increase uncertainty, and likely influ‐
ence business investment decisions (Bauerle Danzman,
2019; Bauerle Danzman & Meunier, 2021; Graham &
Marchick, 2006; Wernicke, 2021). Despite these poten‐
tial negative effects on business activities, the adoption
of European screening policies did not seem to face any
significant visible resistance from business actors (Schild,
2022; Vlasiuk Nibe et al., 2023; Wernicke, 2021). This
is especially puzzling given that business organisations
enjoy a favourable environment for lobbying activities in
Europe (Dialer & Richter, 2019; Greenwood, 2019) and,
thus, allegedly possess wide opportunities to promote
their interests. The openness to investment screening
expressed by some of themost influential European busi‐
ness interest groups (BusinessEurope, 2018) suggests
that the FDI screening policymight have been legitimised
among traditionally liberal‐minded policy stakeholders.
Denmark, in particular, is an interesting case in the
European political landscape of liberal actors, because it
experienced a radical U‐turn in its previous policy with
the adoption of its “first ever” cross‐sectoral FDI screen‐
ing legislation in 2021 (Mattlin & Rajavuori, 2023). Given
this, the research question posed by this study iswhether
and how investment screening policies were legitimised
among Danish business actors.

Denmark, a long‐standing advocate for openmarkets,
was initially sceptical about the idea of FDI screening
(Vlasiuk Nibe et al., 2023). However, Denmark not only
adopted its own ISM in 2021, but several commenta‐
tors have suggested that the screening rules are among
the most robust in Europe (Danish Business Authority,
2022; Mattlin & Rajavuori, 2023). I draw on the theories
of securitisation and preference formation under uncer‐
tainty. Theoretically, I follow a dynamic approach to secu‐
ritisation where the business “audience” is taking part
in shaping a perception of “threat” and adjusts its pol‐
icy stances depending on social mechanisms. Empirically,
I show how the necessity of FDI screening has been grad‐
ually accepted in liberal‐minded Denmark, thus shed‐
ding light on possible mechanisms for such acceptance
in other liberal member states.

My argument is that businesses shaped their ISM
policy preferences in the context of uncertainty and
the gradual increase in security framing by European
and local political elites. Being exposed to these increas‐
ing security discourses across different levels and net‐
works, businesses adjusted their preferences balancing
between different identities. The flexibility inherent in a
multilevel securitisation process led to the legitimisation
of investment screening policies among business groups
and mitigated their resistance to the imposition of mar‐
ket constraints on security grounds.

I begin with an overview of the literature on evolv‐
ing FDI screening practices. I then summarise the analyti‐

cal tools used for this study before presenting the empir‐
ical findings, followed by a discussion of their theoretical
implications. I conclude by summarising the main argu‐
ment and reflecting upon the significance of the emerg‐
ing geoeconomic reality for business more broadly.

2. Explaining Investment Screening: Do Businesses Play
a Role?

A wide range of studies explain why states choose to
open economic borders or impose market restrictions.
In the light of decades of economic liberalisation, the
existing research often looks at commercial policies as a
product of cooperation between policymakers and busi‐
nesses, where governments offer firms access to policy‐
making in exchange for expertise and support (Dialer &
Richter, 2019; Greenwood, 2019; Keller, 2018; Morgan &
Ibsen, 2021). Whether such policies result from heavy
lobbying and reflect clear business interests (Bauerle
Danzman, 2019; Keller, 2018; Young, 2016) or busi‐
ness interests being shaped by governments themselves
(Roederer‐Rynning et al., 2020; Woll, 2008), the com‐
mon understanding is that an overall consensus among
policymakers and economic interest groups is needed
for a policy to be adopted. With regard to FDI regula‐
tion, the literature tells us that local business actors tend
to (a) push for the restriction of foreign entry to avoid
competition and increased labour costs, (b) favour more
liberal FDI policies to gain access to foreign technolo‐
gies or investment financing (Bauerle Danzman, 2019),
(c) define their investment policy interests depending
onmarket orientation and structural position (Schneider,
2023), and/or (d) influence concrete investment trans‐
actions to advance their commercial interests (Graham
& Marchick, 2006). Against this widely accepted per‐
ception that domestic firms have clear interests and a
strong influence over the outcomes of commercial poli‐
cies, other scholars emphasise that business actors act
reactively under uncertainty and that their interests are
shaped depending on institutional and social contexts
(Roederer‐Rynning et al., 2020; Woll, 2008). Overall, the
literature agrees that Western economies have devel‐
oped under the dominant ideas of openmarkets and free
trade, with business actors playing an important role in
this development (Blyth, 2002; De Ville & Siles‐Brügge,
2018; Linsi, 2016; Woll, 2010).

However, in the recent decade, researchers have
been puzzled by the changing perception of FDI among
Western leaders manifested in the widespread adop‐
tion or strengthening of FDI screening policies (Bauerle
Danzman & Meunier, 2021; Lenihan, 2018). While
the scope and extent of investment screenings across
advanced economies vary, scholars emphasise common
patterns in the proliferation of ISMs, including a broad‐
ening of the scope of sector coverage and a lowering
of ownership and transaction size thresholds (Bauerle
Danzman & Meunier, 2021). There is some debate on
the driving forces behind such policies: Some researchers
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emphasise the role of the wider public and trade unions
(Canes‐Wrone et al., 2020) or states’ own intentions to
secure their power in a peaceful way (Lenihan, 2018),
others show how restrictive policies are used by policy‐
makers to win voters or strengthen authorities (Kang,
1997; Schill, 2019), and still others point to the impor‐
tance of a perception of “risk” in shaping FDI policymak‐
ing (Mattlin & Rajavuori, 2023). In sum, FDI policy studies
(a) demonstrate an overwhelming shift in global trends,
where theWesternworld ismoving from liberal to restric‐
tive FDI politics; (b) suggest that this shift reflects chang‐
ing global ideas; and (c) emphasise a complex nature of
economic, social, and political reasons affecting govern‐
ment’ courses in FDI policymaking.

The problem with these existing explanations is
that they have little to say about the role of business
actors in emerging FDI regimes, although they assume
that businesses might have an interest of their own
in this policy domain. Some suggest that governments
choose to restrict FDI against the interests of compa‐
nies, arguing that neither business preferences nor eco‐
nomic competition play a significant role in explaining
states’ behaviour (Lenihan, 2018). Some scholars men‐
tion that businesses can engage in politicising screen‐
ing processes to advance their commercial interests
(Graham & Marchick, 2006). Some say that business
actors do not take proactive measures and seem to be
uninfluential in bringing about these policies despite
some pronouncements against growing interventionism
(Bauerle Danzman & Meunier, 2021; Kang, 1997), par‐
ticularly from firms oriented towards Chinese markets
(Schneider, 2023). Some even argue that businesses may
be quite open to screening regulations as they allegedly
share their goals (Wernicke, 2021) and that some busi‐
ness groups have experienced “ideological reorientation”
towards China (Schneider, 2023). Despite these impor‐
tant insights, existing research falls short of explain‐
ing how business actors perceive investment screen‐
ing policies, whether and how they engage with poli‐
cymakers in their development, and if not, then why?
Moreover, researchers recognise this gap and call for
more knowledge about the role of companies in shaping
international investment policy and particularly screen‐
ing regulations (Basedow, 2019; Bauerle Danzman &
Meunier, 2021).

This study takes a first step in addressing this gap by
examining the adoption of investment screening policy
in one of the most liberal‐minded European countries
in the context of a wider regulatory reform in the EU.
Existing research tells us that the Danish ISM is a result
of changed risk perceptions on Chinese FDI among polit‐
ical elites (Mattlin & Rajavuori, 2023), yet we know little
whether economic actors—whose support is allegedly
needed in commercial policymaking—share these risk
perceptions andwhat role they played in the policy adop‐
tion. It is time to discover business policy stances on
ISM as well as their interactions with policymakers on
this matter.

3. Analytical Tools and Method

The study has been conducted via an abductive
approach, starting with exploring the literature in fall
2021 and followed by a “pre‐study” with a series of inter‐
views in early 2022. In mid‐2022 and early 2023, I moved
back and forth between exploring possible theoretical
explanations, conducting interviews, and document ana‐
lysis. As a result, the choice of theory was “data‐driven”
and emerged in the continuous process of moving back
and forth between data collection and theorising (Tavory
& Timmermans, 2014).

Existing research often explains business policy
stances in investment regulation based on rational choice
models (Bauerle Danzman, 2019; Schneider, 2023),
where businesses are deemed rational actors with clear
“exogenously given” interests. These models are based
on a materialist understanding of business “rationality,”
linked to welfare maximisation, and are well suited to
explain economic actors’ behaviour in situations of insti‐
tutional stability and well‐functioning markets. However,
they often fall short of explaining business behaviour
in more complex and uncertain situations, where firms’
behaviour does not follow the “rational” economic
self‐interest predicted by the rational choice models
(Blyth, 2002; Campbell, 2004; Roederer‐Rynning et al.,
2020;Woll, 2008). To explain economic actors’ behaviour
in the context of complex and uncertain situations, some
scholars turn to the social constructivist paradigm, which
highlights the role of ideas and discourses, as well as
identities and social norms in shaping agents’ behaviour.
To account for the seemingly “irrational” behaviour of
market actors, constructivist scholars do not necessar‐
ily claim that firms act against their “basic” economic
self‐interest; instead, they suggest that “rationality” is
constructed in the given institutional and social con‐
text, which influences agents’ perceptions on themselves,
their interests and policy preferences (Abdelal et al.,
2010; Roederer‐Rynning et al., 2020; Woll, 2008).

Given that the data on the development of the
Danish ISM in a complex multilevel setting comprises
a variety of policy ideas, actors, and existing conven‐
tions, and against the background of growing geopo‐
litical tensions, I relied on the social constructivist
paradigm, which seems to be more helpful in under‐
standing businesses’ policy stances in such a compound
setting. Particularly, I aim to bridge insights between
the constructivist framework of “Knightian” uncertainty
and securitisation theory. While the theoretical path of
uncertainty is an established and recognised approach
in international political economy literature and can
be helpful in understanding market actors’ behaviour
in commercial policymaking (Abdelal et al., 2010; Woll,
2008), it might not be sufficient to account for com‐
pound policymaking where commercial and security
policies merge. The theory of securitisation (Emerson,
2019), which attempts to explain why certain phenom‐
ena become accepted as threats, can offer valuable
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insights into how new security discourses can enter the
commercial policy domain and how they can be accepted
and/or modulated by market actors.

While acknowledging that “business” is not a homo‐
geneous group of actors (Boräng & Naurin, 2015;
Schneider, 2023), for analytical purposes I use a “gener‐
alised perception” with respect to their policy stances.
First, the analytical choice is dictated by the research
question, which focuses on determining whether there
were common patterns in accepting the introduction of
security‐motivated investment screening among diverse
business groups. Second, this choice seems possible
due to the structure of the Danish economy dominated
by the service sector (O’Neill, 2023) and labelled as a
“research and development hub” in the Europeanmap of
FDI attraction profiles (Reurink&Garcia‐Bernardo, 2021).
This suggests a relative level of “homogeneity” in the
business community and allows for analytical generali‐
sation. Moreover, this choice also follows the data gath‐
ered across themost influential business organisations in
Denmark that unite a large variety of companies across
size and industry and that represented these companies
in the policy negotiations based on a “funnelled” com‐
mon policy position. The data suggest that, regarding
FDI screening policy, these business organisations shared
common grounds.

3.1. Policy Stances Under Uncertainty

“Uncertainty” is an important concept in explaining eco‐
nomic actors’ behaviour, yet there are different under‐
standings of this concept in the literature. Generally, we
can distinguish between “probabilistic” and “genuine”—
or “Knightian”—uncertainty. The former refers to situa‐
tions in which economic actors are capable of assigning
probabilities to potential outcomes as well as rationally
calculating costs and benefits in relation to an anticipated
event, often drawing on information frompast behaviour.
The latter, on the other hand, relates to situations when
an outcome is perceived as unique, actors lack informa‐
tion about “means and ends,” and thus are not able
to assign probabilities to outcomes to rationally “calcu‐
late” their interest (Abdelal et al., 2010; Blyth, 2002;Woll,
2008). As a result, when the future is unknown and there
is no past experience to rely upon, actors make sense
of their self‐interest through social interactions relying
on social mechanisms (networks, institutions, identities,
and beliefs). Business policy preferences, in turn, are
informedby the identities, i.e., role‐specific translation of
the self‐interest (e.g., a “national champion” or a “com‐
petitive player”) and context‐dependant beliefs on how
to achieve this interest via public measures (Woll, 2007,
2008). The concept of “Knightian uncertainty” can help
clarify business incentives in the context of a regulatory
U‐turn where there is no experience in cross‐sectoral
investment screening.

Chronologically, when facing uncertainty in the form
of regulatory reform, businesses undergo a sequence of

phases. In the early stage, firms are typically confused
because they have little understanding of the nature and
consequences of the policy. Thus, they tend to cooper‐
ate with institutional actors and each other to gain and
assess the relevant information. During the next phase,
businesses need to decide on an action plan,where some
will choose to mobilise, while others will remain silent
or even lobby against the reform. However, in the pro‐
cess of social interactions, businesses gradually accept
the strategic change to be introduced into the market
and adjust their preferences according to institutional,
social, and normative context, where their interests and
identities can be changed or modulated (Woll, 2010).

3.2. Securitisation

Securitisation theory focuses on the discursive strate‐
gies of a state in its attempts to turn a policy issue
into a security problem, highlighting the performative
effects of security discourse. It was originally developed
by the Copenhagen School based on the key concepts of
the “speech act” (a performative act by the “securitiser”
framing a political issue as a “threat”), the “securitiser”
(typically, a “state”), and the “audience” (a group of pol‐
icy stakeholders targeted to “accept” the threat; Buzan
& Wæver, 1997; Buzan et al., 1998).

Though the theory has been criticised (Anthony
et al., 2006; Booth, 1991; Corry, 2012; Hansen, 2000;
Salter, 2008), it offered important insights into our under‐
standing of “security” fostering further analytical devel‐
opments and academic debates. Today, securitisation
theory has a variety of schools (Wæver, 2012) and
approaches (Carrapico, 2014) and serves as a “fruitful
approach” to explain a broad variety of issues from envi‐
ronment and health to cyber‐security and interstate rival‐
ries, thus, gaining relevance in a “growing number of
political contexts” (Balzacq et al., 2016, p. 507). This
study takes the securitisation theory further to probe its
explanatory capacity in the field of FDI regulation.

I follow the so‐called process‐oriented approach to
securitisation, which, drawing on the original concep‐
tual “trinity” suggested by the Copenhagen School (secu‐
ritiser, speech act, audience), expands the analytical
toolkit by seeing securitisation as a “process” rather
than a single act (Emerson, 2019). This process‐oriented
approach reconceptualises the “speech act” as a “secu‐
ritising move” which is “constructed over time through
a range of incremental processes and representations”
(McDonald, 2008, p. 564). Further, it expands the view
of a securitiser seeing this actor as being shaped in the
course of securitising move rather than being a fixed
rigid subject, and of an audience, which participates in
shaping the perception of “threats” rather than passively
accepting it (Emerson, 2019).

For analytical purposes, I use the process‐oriented
approach to securitisation as an epistemological frame‐
work. The underlying ontology of this study is a wider
constructivist perception of the context‐dependent
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nature of various policy stances. In other words, I use
the theoretical account as a heuristic instrument to build
up the best possible explanation of a particular outcome
(Beach & Pedersen, 2013).

The process‐oriented approach (Emerson, 2019) to
securitisation offers a chronology of securitisation as
follows. Before the securitising move, securitisation is
shaped by conventionality, that is, the ideas, beliefs, and
expectations of the “audience,” which is thus involved
in the identification of the threat. During the securitis‐
ing move, the “securitiser” moves from the undefined
content of security to formulating the particular decision.
After the utterance, securitisation is the mobilisation
of the audience, which concerns the audience’s “invest‐
ment” in the social field and practices (Emerson, 2019).

3.3. Summing up: Business Policy Stances in the Context
of Securitisation

The two suggested approaches “speak well” to each
other in several ways. First, they both look at coopera‐
tion between policymakers and policy stakeholders and
the co‐creation of new “cognitive categories” in the con‐
text of policymaking. Second, both approaches highlight
the importance of the ideational background that actors
rely upon when interpreting the situation. Finally, both
approaches see business actors—or the “audience”—
as participants in a dialogue rather than passive actors
accepting the logic of the states’ framing or powerful lob‐
byists pushing for their interest.

While sharing these conceptual similarities, these
theories can complement each other. Securitisation the‐
ory allows us to explain the emergence of the concept
of “threat” that justifies market restrictions by looking
at the process of states’ utterances on emerging secu‐
rity issues and the modulation of business “audiences”
by drawing on existing ideational conventions. Interest
formation theory, on the other hand, can help explain
how businesses make meaning of new discourses and
shape their policy preferences in a new political and reg‐
ulatory reality.

To sum up, in the context of this study, I treat busi‐
nesses as an “audience” whose policy preferences are
shaped in the context of securitisation. I take the chronol‐
ogy of securitisation as the basic framework for analysis
and trace how business policy stances crystalise at each
stage of the process.

Before the securitising move, states try to formulate
a security threat while considering existing convention‐
ality. For businesses, this is shaped by the institutional
setting (e.g., an open economy), identities (e.g., liberal
profit‐makers), and resulting expectations (e.g., keeping
markets open). The indication of potential regulatory
reforms creates uncertainty and forces businesses to
learn about its nature through social interactions.

During the securitising move, the states use dis‐
courses to formulate their vision of a “threat” and
present policy ideas on how to address it. For business,

this stage involves making meaning over new categories
and deciding on the plan of action based on their beliefs
and identities.

After the utterance, states seek to mobilise the
business “audience” to support the securitising move.
Businesses tend to invest in the “co‐creation” of and
“self‐modulation’’ in the new reality by making meaning
of the new policies and by exercising practices on their
implementation and evaluation.

3.4. Methodological Considerations

I rely on a qualitative methodology, with process trac‐
ing as the main method. I follow Beach and Pedersen
(2013), who distinguish between theory testing, theory
building, and explaining outcome process tracing based
on the purposes of a study, as well as on the distinc‐
tive ontological and epistemological premises underly‐
ing it (Beach & Pedersen, 2013). Following this distinc‐
tion, I conduct the “explaining outcome” process tracing,
which aligns with the constructivist ontological premise
of the article, the explanatory nature of the study, and
the abductive way of conducting the research. I trace the
development of the Danish ISM to identify the key con‐
stitutive stages of this process and explore the evolution
of business FDI perception and ISM policy preferences
across time (from early debates to implementation) and
space (from European to Danish levels). My data sources
include policy documents related to the development
of the EU and Danish investment screening legislation,
media reports, business–government correspondence,
and 13 extensive elite semi‐structured interviews with
representatives of EU and Danish institutions and busi‐
ness groups (for the interviews summary, see Table 1).

4. Findings

Below I present the findings on the gradual acceptance of
FDI as a “threat” by business actors and their respective
policy preferences placed in the context of policy devel‐
opment. The process is traced from early debates on
European investment screening until the first attempts to
evaluate the implementation of Danish ISM at the time
ofwriting (see Figure 1). The sequential approach chosen
to present the findings demonstrates how business pol‐
icy stances developed over time in the context of evolv‐
ing security discourses across different political levels.

4.1. Emergence of the Debate: “Free Traders” Against
“Protectionists” (2010–2017)

4.1.1. Policy Development Context

The EU experienced two waves of discussion on
the necessity to screen FDI (in the early 2010s and
2016–2017), both triggered by unusually high bids from
Chinese investors aiming to acquire European tech com‐
panies. In the 2010s, the Commission put an end to
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Table 1. Interviews summary.

Code Date Length (hours) Affiliation

1BA1S1 06.01.2022 1 Business association
3EPM1 07.01.2022 1 European Parliament
4BA2S1 07.01.2022 1 Business association
6BA3EUI 18.01.2022 1 Business association
7COM2DGT 20.01.2022 1.5 European Commission (two officials)
8EPM1 27.01.2022 1 European Parliament
9ORG1S1 28.01.2022 1 Ministry
12PR1S1 17.01.2023 2 Governmental authority (two officials)
14ORG1S1 18.01.2023 1 Ministry
17BA1S1 19.01.2023 1 Business association
19BA2S1 07.02.2023 1 Business association

the debate, seeing such policies as protectionist. Later,
in 2017, following the call of France, Germany, and
Italy to propose pan‐European FDI screening legislation,
the Commission submitted its proposal on the EU ISF.
At the dawn of this policy development, the majority
of European policymakers and stakeholders were scep‐
tical about the idea of FDI screening in Europe for var‐
ious reasons from traditional ideological adherence to
“open markets” to an unwillingness to jeopardise FDI
flows from China (Vlasiuk Nibe et al., 2023).

At the time of submission of the proposal, the secu‐
rity aspects of FDI in Denmark were addressed by a
limited regulation focused on a narrow area of warfare
equipment and the energy and climate aspects of the
continental shelf (“Investment Screening Act introduced
in the Danish Parliament,” 2021). Moreover, Denmark

entered the European debate with little enthusiasm
towards FDI screening: Being dependant on foreign mar‐
kets and global trade, Denmark belonged to the “free
traders” camp of member states who advocated for
open markets and facilitation of FDIs, which included
the UK, Netherlands, Sweden, Finland, and occasion‐
ally, Baltic states (Interviews 1BA1S1, 4BA2S1, 9ORG1S1,
14ORG1S1, 17BA1S1, 19BA2S1). Back in 2016–2017,
the Danish liberal‐minded position was even more
pronounced with liberal government at the wheel
(Interviews 9ORG1S1).

4.1.2. Business Position

At this stage—“before the securitising move”—the posi‐
tion of Danish businesses on FDI screening was aligned
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Figure 1. Development of Danish ISM: Key stages.
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with the position of the Danish state and was shaped by
“existing conventions” in several ways. First, both Danish
business and the government perceived Denmark as an
open and modern economy dependent on FDI to secure
welfare and economic growth. Thus, the idea of mar‐
ket constraints was understood negatively, as potentially
harmful for the Danish economy and “not in the inter‐
est” of local business. Second, the idea of investment
screening was seen as “another” attempt to promote
protectionism pushed by the “traditional” proponents
of protectionist policies such as France and Italy. Finally,
the belief of the necessity of keeping markets open
was shared across businesses identifying themselves
with member states from the “free traders” camp—
the “Northern alliance”—against the protectionist “oth‐
ers” (Interviews 1BA1S1, 4BA2S1, 9ORG1S1, 17BA1S1,
19BA2S1).

4.2. To Screen or not to Screen? Brainstorming Policy
Ideas (2018–2019)

4.2.1. Policy Development Context

The EU ISF proposal was submitted in September 2017
with no impact assessment, yet it was followed by a
three‐month public consultation held until December
2017. The consultation resulted in only three official
responses from business organisations, yet fewer busi‐
ness position papers addressing FDI screening were pub‐
lished in the following years. During policy negotiations
in 2018, the Commission organised an outreach cam‐
paign involving a variety of interest groups. First, the cam‐
paign aimed to explain and clarify the upcoming regu‐
lation to policy stakeholders. Second, the Commission
tried to gain stakeholders’ support in light of the poten‐
tial political contestation around the policy proposal.
To ensure that business organisations were open to
the EU ISF, the Commission particularly advocated for a
limited security‐oriented screening, confidentiality com‐
mitments, tight deadlines, and minimum administrative
burden for EU‐level filing. While navigating between dif‐
ferent actors with various interests, the Commission
pursued “light‐touch” EU‐level regulation, serving as
the lowest common denominator for the diverse land‐
scape of EU policymakers and stakeholders (Vlasiuk Nibe
et al., 2023).

After a rapid negotiation process in 2018, the EU
ISF was adopted in the first reading in March 2019 in a
record‐short period of 18 months. The legislation aimed
to enter into force in October 2020, which coincidedwith
the outbreak of the Covid‐19 pandemic. The pandemic
raised concerns about supply chains, vulnerabilities in
critical infrastructure, and national security, leading the
Commission to call upon member states “to set up a
fully‐fledged screening mechanism” to address potential
security risks posed by acquisition or control by a foreign
investor of “a particular business, infrastructure or tech‐
nology” (European Commission, 2020).

In Denmark, a working group entitled to develop a
legislative proposal on ISMwas established in April 2018,
comprised of the Ministry of Justice, Ministry of Finance,
Ministry of Foreign Affairs, Ministry of Industry, Business,
and Financial Affairs,Ministry of Defence, andMinistry of
Climate, Energy, and Utilities (Erhvervsministeriet, 2020;
Interview 9ORG1S1). It faced the hard task of developing
brand‐new legislation with very few ideas on the matter
and, thus, organised a two‐stage process to learn from
the existing screening systems. The first “desktop inves‐
tigation” stage (Spring–Summer 2018) included a broad
examination of the existing screening systems in other
states, which were then narrowed down to six: Finland,
France, Norway, Germany, the UK, and the US. During
the second “in‐depth exploration” phase (Autumn 2018–
Summer 2019), the working group conducted an in‐
depth investigation of the chosen ISMs, which included
meeting foreign colleagues from respective countries in
Denmark and abroad (Interviews 9ORG1S1, 14ORG1S1).
From the summer of 2019 until the end of the year, the
group summarised and assessed its study. In early 2020,
it was ready to present its ideas to stakeholders.

4.2.2. Wider Context: China and “Huawei Storm’’

The development of Danish ISMoccurred against a wider
China‐related (cyber)security discussion, which emerged
from concerns over Huawei—the biggest provider of
telecom equipment in Europe of Chinese origin—and
its alleged collaboration with the Chinese government
(Cerulus, 2020; Karner, 2020a, 2020b; Kruse & Winther,
2019; Patey, 2019). Since 2013, Huawei has acted as a
provider of telecom equipment for the Danish opera‐
tor TDC, raising the concerns of politicians and security
experts (Patey, 2019). In 2019, TDC chose the Swedish
telecom operator Ericsson over Huawei, although it
claimed that this was a commercially motivated decision
(Strand, 2019). In late 2019, Huawei reportedly asked the
Danish prime minister for “clear answers” on whether
they were still “welcome to participate” in Denmark’s
5G rollout and whether same security measures would
be applied to all telecom equipment providers (Cerulus,
2020; Kruse & Winther, 2019). These questions came
in a row of a diplomatic storm between China and
Denmark, where Chinese ambassador was reported to
threaten Faroe Islands, an autonomous Danish territory,
to cancel a trade deal between them and China should
they choose not to secure the contracts on Huawei 5G
(Cerulus, 2020; Kruse & Winther, 2019). The discus‐
sions of ISM and the “Huawei storm” overlapped in
time and reinforced each other. In December 2019, the
Danish parliament expressed the need for the estab‐
lishment of the ISM to verify FDIs for possible security
risks (Erhvervsministeriet, 2020). In early 2020, Danish
Prime Minister Mette Frederiksen said in a “decisive”
interview that Denmark was working on the legislation
to make sure “suppliers…cannot via 5G networks work
against Danish security policy interests” and that the
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government was also working on legislation to screen
potentially dangerous FDI (Mouritzen, 2020).

4.2.3. Business Position

This stage can be characterised as the transition between
“before” and “during” the securitising move. The draft
legislation on screening FDI had been submitted at the
EU level, yet it was uncertain how this would materi‐
alise in Denmark. The emerging debates on China and
its influence on economic actors indicated increasing
attempts from European political elites to formulate the
perception of a “security threat” in the commercial pol‐
icy domain, yet such perceptions differed across mem‐
ber states. Denmark was about to shape a meaning of
its own.

In 2017, Danish business groups—similar to pre‐
vious debates—saw the idea of FDI screening as yet
another protectionist move by industrialised coun‐
tries. However, since the Commission’s proposal left
the key decision power within member states, Danish
businesses—drawing on shared liberal‐minded views
with the government—expected to influence the upcom‐
ing legislation (Interviews 4BA2S1, 17BA1S1).

In early 2018, Danish policymakers started prepara‐
tory work but had little understanding of what the
Danish ISM should look like, which created uncertainty
for Danish market actors, especially given that there was
no previous history of cross‐sectoral investment screen‐
ing in Denmark. The EU‐level legislation development,
on the other hand, was on the run, and Danish busi‐
ness organisations turned to EU‐level policymakers and
stakeholders to gain clarity about the new categories of
“security threat” entering the commercial policy domain.
In Brussels, Danish business groups engaged in a “good
dialogue”with European colleagues and theCommission.
For Danish business, these early discussions were cen‐
tred around protectionist rather than security aspects,
and they felt jeopardised by a potential protectionist
turn in the EU, especially in the light of the upcom‐
ing departure of the UK with the “free traders” camp
getting smaller and less influential (Interview 1BA1S1).
To cope with the increasing uncertainty, businesses
mostly tried to clarify the proposed category of “threat”
and advocated against economic criteria and reciprocity
as grounds for FDI screening, which “we in Nordic
countries” saw as “a French word for protectionism”
(Interview 4BA2S1).

Later in 2018, and to the beginning of 2019, the
discourse around Chinese strategic investments for
“non‐economic’’ reasons became stronger and increas‐
ingly spread fromEuropeanpolitical to business domains.
The focus of the discussion gradually shifted from eco‐
nomics and protectionism to the security and strategic
aspects of potential screening policies. With the height‐
ened political discourses around China and its strategic
investments, business groups began reconsidering exist‐
ing perceptions of Chinese FDIs, embracing a new cate‐

gory of “threat” in FDI regulation and gradually accepting
the idea of upcoming investment screening (Interviews
4BA2S1, 17BA1S1). In early 2019, powerful German
interest groups declared a change of views on China
by acknowledging that China might pursue trade and
investment for strategic rather than economic reasons
(Federation of German Industries, 2019). This “tipped
themood” of thewider—including theDanish—business
community and led to the “acknowledgement that we
need to react” (Interview 4BA2S1).

Later in 2019, the “Huawei storm” reinforced percep‐
tions of China as a geopolitical rival and the necessity
to use caution in economic relations in strategic sectors.
The discourses merged: European and local, geoeco‐
nomic and cyber security. The new social‐democratic
government that took the wheel after the 2019 par‐
liamentary elections might have also contributed to a
less “liberal” policy orientation. Last but not least, the
“corona crisis” contributed to a broader understand‐
ing of “critical infrastructure” in Denmark (Mouritzen,
2020). With the increasing discourses on Chinese con‐
trol of strategic sectors spread across political and
media spaces, and in the light of the economic and
strategic vulnerabilities revealed at the height of the
Covid‐19 pandemic, arguably, Danish society experi‐
enced a “paradigmatic shift” in its perception of “threats”
(Interview 9ORG1S1).

4.3. Prepare for Screening: Inviting Business in
(2020–2021)

4.3.1. Policy Development Context

In March 2020, the working group invited the busi‐
ness community to discuss policy ideas on the Danish
ISM. The group introduced stakeholders to the topic
of investment screening and the reasoning behind
its adoption, raised several questions, and presented
its comparative study of different screening systems
(Erhvervsministeriet, 2020). Business groups responded
with their comments. In addition, the working group
organised joint meetings and consultations with inter‐
est groups “behind closed doors” between March and
October 2020 (Interviews 1BA1S1, 4BA2S1, 14ORG1S1,
17BA1S1, 19BA2S1).

In October 2020, the working group presented
three possible screening schemes to the government
(Erhvervsudvalget, 2020), where a mandatory sector‐
specific screening supplemented with a voluntary cross‐
sectoral notification mechanism was chosen “based on
the criteria of effectiveness andpredictability” (Interview
14ORG1S1). On December 9, 2020, the draft Investment
Screening Act was submitted for consultation, where
115 stakeholders were invited to send their feedback.
In total, there were 11 official policy feedbacks, fol‐
lowed by comments from the Ministry of Business
(Erhvervsministeriet, 2021). The draft law was proposed
to the parliament in March and adopted in May 2021.
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4.3.2. Business Position

The invitation of business groups to the debate in March
2020 can be seen as a key event of the “securitising
move” in Denmark: The stakeholders were clearly pre‐
sented with the reasoning behind the policy and were
invited to participate in the discussion. Arguably, the
goal was to let business “invest” in the co‐production of
new categories and policy ideas and prepare the condi‐
tions for having business “on board” upon the submis‐
sion of the legislation draft. The further publication of
the policy proposal for official consultation can be seen
as the beginning of the “after utterance” stage, attempt‐
ing to mobilise business groups around the policy adop‐
tion drawing on the previous discussion.

By the time of the invitation, the idea that FDI
could potentially pose a security threat and that ISM
was necessary to address it, was generally legitimised
among Danish economic groups, who embraced a two‐
fold perception of FDI‐related “threat.” The first aspect
included a narrow understanding of specific sectors
deemed vital for the functioning of society, such as
critical infrastructure or strategic technologies. The sec‐
ond aspect related to FDI coming from “non‐friendly”
countries, primarily at that time from China (Interviews
17BA1S1, 19BA2S1). These views were reflected in the
business feedback to the consultation where they advo‐
cated, among other things, for the narrowing down
of sector coverage, excluding FDIs from OECD, EFTA,
and EU countries, as well as financial agreements
from the review, and lowering shareholding thresholds
(Erhvervsministeriet, 2021).

The working group had a broader vision of a “threat”
yet represented a fragmented “triangle” of interests.
At the first “angle” was theMinistry of Industry, Business,
and Financial Affairs represented by the ministerial
Business Authority, which is reported to have been “busi‐
ness focused.” At the “second” angle was the Ministry of
Foreign Affairs, which accordingly focused on the foreign
relations aspects of the law. The third “angle” was taken
by the Ministries of Justice and Defence and, reportedly,
a representative of the Prime Minister’s Office, which
was “security‐focused” (Interview 19BA2S1).

Businesses noted that the Business Authority was
generally responsive to their feedback. However, the
interest representation did not seem to be “balanced”:
First, the security‐related pressure was “hard,” reflect‐
ing bi‐partisan consensus among political elites; second,
there was almost no direct communication between
interest groups and the security‐oriented “angle” of the
group. As a result, businesses lacked proper argumen‐
tation and saw some security‐motivated provisions as
being poorly justified. The broad Danish ISM was espe‐
cially contrasting the “soft” EU‐level regulation, which
promised more freedom to Denmark to shape its own
policy and did not meet business expectations for a
“liberal‐oriented” (i.e., narrow) ISM (Interviews 4BA2S1,
17BA1S1, 19BA2S1).

Partly, business comments were accepted by the leg‐
islators. The perception of “threat” was narrowed down
and the legal uncertainty on implementation practices
was reduced. For instance, special financial agreements
where an investor’s final origin is an EU/EFTA country
were excluded from the review; the review deadlines
were shortened, and certain penalty provisions were
modified. Overall, businesses and policymakers assessed
their cooperation positively. For the Business Authority,
it helped them tomitigatemost of the criticism andmain‐
tain good relationships with the business community
(Interview 14ORG1S1). For businesses, it helped improve
legal certainty and promote their interests to the best
possible extent (Interview 17BA1S1).

However, upon policy adoption, most business
groups in Denmark shared the view that, even though
ISM was necessary to address the emerging FDI‐related
threats, the adopted legislation was “way too broad.”
They were concerned not over a potential denial of
FDIs but over the heavy administrative and financial bur‐
den imposed by the broad screening scheme, where “to
catch that one critical investment you might have to
screen a lot of benign investment” (Interview 4BA2S1).

4.4. Implementation: Is Securitisation Over?

The Danish ISM entered into force in July 2021 and is
subject to an official evaluation by the end of 2023.
At the time of writing, an evaluation had not yet
been issued. However, the officials from the Business
Authority reported that the “numbers in Denmark are
following the EU trends” (Interview 14ORG1S1). They ref‐
erenced the Commission’s report from September 2022,
according to which out of 29% of cases that were for‐
mally screened, only 1% of FDIs were prohibited, 23%
were conditioned, and 73%were authorisedwithout con‐
ditions. The reference to European trends suggests that
very few transactions in Denmark have been banned.
As to businesses, they assess implementation as “reason‐
able” and “manageable” (Interviews 19BA2S1, 17BA1S1),
which to a certain degree mitigates the initial critique of
some of the ISM provisions.

While the initial implementation trends indicate that
most FDI is “still welcome,” the shared perception of
“threat” seems to have been influenced by an “exoge‐
nous shock,” particularly a full‐scale Russian invasion of
Ukraine in 2022. The invasion brought a high‐intensity
war to the European doorstep, and, followed by Chinese
ambiguous position indicating further sliding towards
authoritarianism, this widened the split between demo‐
cratic and authoritarian worlds. These developments
have added to further extension of the perception of the
“threat” by businesses (e.g., including Russia into the cat‐
egory of rival investors, which has not been seen as such
before the invasion), acknowledgement of political justi‐
fications behind securitisationof economics (e.g., to have
a mechanism to correct market‐driven policies based on
“short‐sighted” business interest), and expectations for
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more market restrictions (e.g., legislation on outward
investment screening; Interviews 17BA1S1, 19BA2S1).

Liberal‐minded Danish business groups seem to
accept the new geopolitical reality in which economic
policies are no longer separated from security consider‐
ations (Interviews 17BA1S1, 19BA2S1). This new reality
increases uncertainty, which is related to the future of
doing business in geopolitically rival countries and to the
upcoming legislation furthering market restrictions. It is
yet to be seen how the European and global markets
will be redrawn; however, there is a growing realisation
among economic actors that “business as usual” seems
no longer possible. The reassessment of commercial poli‐
cies, the perception of related risks, and, consequently,
considerations for adjusting the legal regime remain an
ongoing process.

5. Discussion

The study suggests several theoretical implications. First,
it offers an extension of our view of “securitiser” both
“vertically” and “horizontally.” The “vertical” extension
refers to the supranational level of the EU. For Denmark
and the majority of the other member states, the idea of
investment screening came from the EU level, gradually
spread, and became legitimised, leading to multilevel
and multi‐spaced securitisation. The “horizontal” exten‐
sion refers to the broader composition of the working
group, where along with “traditional” securitising actors
such as defence and foreign affairs ministries we observe
the inclusion of “new” actors such as the Ministry of
Industry, Business, and Financial Affairs. Whether this
composition contributed well to securitisation remains
a question. On the one hand, the fragmented represen‐
tation did not allow for a full alignment of policy stances
between business and government. On the other hand,
the Business Authority’s pre‐established dialogue with
interest groups contributed to businesses’ engagement
in the discussion, their acceptance and compliance with
the legislation, and their perception of the implementa‐
tion as “reasonable.”

Second, the study illustrates how business identi‐
ties enter into play when making meaning of new cat‐
egories and policy stances under securitisation. During
early debates, the initial responsewas verymuch shaped
by the shared identity of Northern “free traders” against
the “others,” i.e., industrialised and protectionist France,
Italy, and partly Germany. The newpolicy instrumentwas
taken as a part of this “traditional” free trade vs. protec‐
tionism rivalry. The initial strategic responses—focusing
efforts on local politicians—were shaped by the expec‐
tations of a narrow mechanism based on the business–
government shared perception of the Danish economy.
Later in the process, the traditional “free‐trader” iden‐
tities came into play with the wider “European” identi‐
ties, where France, for instance, was no longer one of
the “others,” and “otherness” was assigned to geopo‐
litical rivals that might pursue FDI for strategic reasons.

Both identities were reflected in the policy prefer‐
ences: The “free‐trader” identities account for the nar‐
row sector coverage, whereas wider European identities
account for advocating the exclusion of OECD, EFTA, and
EU investors from the review.

Finally, the study shows the importance of networks,
discourses, and exogenous shocks in shaping security‐
related policy preferences under uncertainty. Business
groups were embedded into various networks of policy‐
makers and stakeholders across national and European
levels being exposed to wider discourses, which shifted
their focus from economic to security aspects of the reg‐
ulation and influenced their own perceptions of FDI and
ISM. When faced with (unpredicted) exogenous shocks,
such as high‐intensity war followed by severe economic
sanctions, businesses face even wider uncertainty in
terms of upcoming regulatory reforms and doing busi‐
ness in rival regimes. To cope with uncertainty, busi‐
nesses, again, rely on local and European networks to
gain information and turn to “self‐modulation” of both
practices and discourses.

6. Conclusion

In this article, I argue that business policy preferences
on ISM were shaped in the multilevel context of secu‐
ritisation of commercial policies due to the emerging
needs of governments to manage geopolitical security
issues. Being exposed to increasing security discourses
across different levels, businesses gradually embraced
the idea that FDI can pose a strategic threat and accepted
the necessity of investment screening policies. The mul‐
tiple identities came into play when formulating policy
responses; however, they were only partly accepted by
the government in the context of a fragmented secu‐
ritisation process, and the understanding of “threat”
between government and business groups did not fully
align. At the same time, due to new security challenges,
exogenous shocks, and increasing uncertainty, business
groups continue to self‐modulate their practices and dis‐
courses related to geoeconomic challenges.

Recent policy developments in Europe indicate that
we can expect a broad redrawing of global economic
borders. The European economic security strategy pub‐
lished by the Commission in June 2023 outlines three
interrelated strategic priorities: “promoting,” “protect‐
ing,” and “partnering.” While FDI screening is clearly
placed within the framework of protecting Europe from
“commonly identified economic security risks,” the “pro‐
moting” of the EU competitiveness “by making our
economy and supply chains more resilient” and “part‐
nering” with countries sharing EU “concerns on eco‐
nomic security” (European Commission, 2023, pp. 2–3)
go hand‐in‐hand with security‐motivated market inter‐
ventions and suggest several implications. First, we can
expect further political and legal developments in mar‐
ket regulation and practices, including the diversifica‐
tion of supply and export markets and a reorientation of
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trade and capital flows from geopolitically “unfriendly”
countries towards geopolitical allies. As a result, we can
expect a growing regionalisation of the global economy,
where future markets will likely be reshaped to mir‐
ror the geopolitical landscape—similar to the decades
of the Cold War (Gowa, 1995) before the “end of his‐
tory” was declared in the 1990s (Babić et al., 2022).
Consequently, we can expect growing political and busi‐
ness efforts to increase the camp of geoeconomic
allies by pursuing closer ties with the countries of the
Global South.

The Commission clearly indicates that implement‐
ing the strategy requires cooperation from the side of
European business, as “identifying the main risks and
designing policy responses should tap into the knowl‐
edge of European companies that are already working to
mitigate many of these threats” (European Commission,
2023, pp. 3–4). Business groups, on their side, are step‐
ping into the newworld of geoeconomics, where security
and economic considerations go hand‐in‐hand and rein‐
force each other. Future research must determine how
market actors adapt to and what role they undertake in
this new geoeconomic reality.

Acknowledgments

This research is part of the project Beauty Contests:
The Changing Politics of Foreign Investment in Europe
financed by the Independent Research Fund Denmark
(1028–00003B). The article has been presented at the
18th Biennial EUSA Conference (May 2023). I would
like to express my gratitude to Christilla Roederer for
her guidance and support during the research process,
Olivier Schmitt and Vincent Keating for their helpful feed‐
back during the work on the manuscript, Guri Rosén and
Sophie Meunier for their editorial support, the anony‐
mous reviewers for their constructive comments, and all
the interviewees for sharing their insights with me.

Conflict of Interests

The author declares no conflict of interests.

References

Abdelal, R., Blyth, M., & Parsons, C. (2010). Introduction:
Constructing the international economy. In R. Abde‐
lal, M. Blyth, & C. Parsons (Eds.), Constructing the
international economy (pp. 1–20). Cornell University
Press.

Anthony, M. C., Emmers, R., & Acharya, A. (2006). Non‐
traditional security in Asia: Dilemmas in securitiza‐
tion. Ashgate Publishing.

Babić, M., Dixon, A. D., & Liu, I. T. (2022). Geoeconomics
in a changing global order. In M. Babić, A. D. Dixon,
& I. T. Liu (Eds.), The political economy of geoeco‐
nomics: Europe in a changing world (pp. 1–28). Pal‐
grave Macmillan.

Baldwin, R., & Venables, A. J. (2013). Spiders and snakes:
Offshoring and agglomeration in the global economy.
Journal of International Economics, 90(2), 245–254.
https://doi.org/10.1016/j.jinteco.2013.02.005

Balzacq, T., Léonard, S., & Ruzicka, J. (2016). “Securi‐
tization” revisited: Theory and cases. International
Relations, 30(4), 494–531. https://doi.org/10.1177/
0047117815596590

Basedow, R. (2019). Business lobbying in international
investment policy‐making in Europe. In D. Dialer &
M. Richter (Eds.), Lobbying in the European Union:
Strategies, dynamics and trends (pp. 389–400).
Springer. https://doi.org/10.1007/978‐3‐319‐98800‐
9_28

Bauerle Danzman, S. (2019). Merging interests: When
domestic firms shape FDI policy. Cambridge Univer‐
sity Press. https://doi.org/10.1017/9781108657143

Bauerle Danzman, S., & Meunier, S. (2021). The big
screen: Mapping the diffusion of foreign investment
screening mechanisms. SSRN. https://papers.ssrn.
com/abstract=3913248

Beach, D., & Pedersen, R. B. (2013). Process‐tracing
methods: Foundations and guidelines (2nd ed.). The
University of Michigan Press. https://www.press.
umich.edu/10072208

Blyth, M. (2002). Great transformations: Economic ideas
and institutional change in the twentieth century.
Cambridge University Press.

Booth, K. (1991). Security and emancipation. Review
of International Studies, 17(4), 313–326. https://doi.
org/10.1017/S0260210500112033

Boräng, F., & Naurin, D. (2015). “Try to see it my way!”
Frame congruence between lobbyists and Euro‐
pean Commission officials. Journal of European Pub‐
lic Policy, 22(4), 499–515. https://doi.org/10.1080/
13501763.2015.1008555

BusinessEurope. (2018). Screening of FDI into the
EU—BusinessEurope’s views. https://www.business
europe.eu/sites/buseur/files/media/position_
papers/rex/2018‐06‐06_screening_of_fdi_into_
the_eu_‐_businesseuropes_views_v2_0.pdf

Buzan, B., & Wæver, O. (1997). Slippery? Contradictory?
Sociologically untenable? The Copenhagen School
replies. Review of International Studies, 23(2),
241–250. https://doi.org/10.1017/S026021059700
2416

Buzan, B., Wæver, O., & de Wilde, J. (1998). Secu‐
rity: A new framework for analysis. Lynne Rienner
Publishers.

Campbell, J. L. (2004). Institutional change and globaliza‐
tion. Princeton University Press.

Canes‐Wrone, B., Mattioli, L., & Meunier, S. (2020). For‐
eign direct investment screening and congressional
backlash politics in the United States. The British
Journal of Politics and International Relations, 22(4),
666–678. https://doi.org/10.1177/1369148120947
353

Carrapico, H. (2014). Analysing the European Union’s

Politics and Governance, 2023, Volume 11, Issue 4, Pages 140–153 150

https://www.cogitatiopress.com
https://doi.org/10.1016/j.jinteco.2013.02.005
https://doi.org/10.1177/0047117815596590
https://doi.org/10.1177/0047117815596590
https://doi.org/10.1007/978-3-319-98800-9_28
https://doi.org/10.1007/978-3-319-98800-9_28
https://doi.org/10.1017/9781108657143
https://papers.ssrn.com/abstract=3913248
https://papers.ssrn.com/abstract=3913248
https://www.press.umich.edu/10072208
https://www.press.umich.edu/10072208
https://doi.org/10.1017/S0260210500112033
https://doi.org/10.1017/S0260210500112033
https://doi.org/10.1080/13501763.2015.1008555
https://doi.org/10.1080/13501763.2015.1008555
https://www.businesseurope.eu/sites/buseur/files/media/position_papers/rex/2018-06-06_screening_of_fdi_into_the_eu_-_businesseuropes_views_v2_0.pdf
https://www.businesseurope.eu/sites/buseur/files/media/position_papers/rex/2018-06-06_screening_of_fdi_into_the_eu_-_businesseuropes_views_v2_0.pdf
https://www.businesseurope.eu/sites/buseur/files/media/position_papers/rex/2018-06-06_screening_of_fdi_into_the_eu_-_businesseuropes_views_v2_0.pdf
https://www.businesseurope.eu/sites/buseur/files/media/position_papers/rex/2018-06-06_screening_of_fdi_into_the_eu_-_businesseuropes_views_v2_0.pdf
https://doi.org/10.1017/S0260210597002416
https://doi.org/10.1017/S0260210597002416
https://doi.org/10.1177/1369148120947353
https://doi.org/10.1177/1369148120947353


responses to organized crime through different secu‐
ritization lenses. European Security, 23(4), 601–617.
https://doi.org/10.1080/09662839.2014.949248

Cerulus, L. (2020, May 13). Huawei put pressure on Den‐
mark in wake of diplomatic row. POLITICO. https://
www.politico.eu/article/huawei‐put‐pressure‐on‐
denmark‐in‐wake‐of‐diplomatic‐scandal

Corry, O. (2012). Securitisation and “riskification”:
Second‐order security and the politics of climate
change.Millennium, 40(2), 235–258. https://doi.org/
10.1177/0305829811419444

Danish Business Authority. (2022). The Danish Invest‐
ment Screening Act [PowerPoint presentation].

Davies, R. B., & Markusen, J. R. (2021). What do multi‐
nationals do? The structure of multinational firms’
international activities. World Economy, 44(12),
3444–3481. https://doi.org/10.1111/twec.13199

De Ville, F., & Siles‐Brügge, G. (2018). The role of ideas
in legitimating EU trade policy: From the Single Mar‐
ket Programme to the Transatlantic Trade and Invest‐
ment Partnership. In S. Khorana & M. García (Eds.),
Handbook on the EU and international trade (pp.
243–262). Edward Elgar.

Dialer, D., & Richter, M. (2019). Lobbying in Europe: Pro‐
fessionals, politicians, and institutions under general
suspicion? In D. Dialer & M. Richter (Eds.), Lobby‐
ing in the European Union: Strategies, dynamics and
trends (pp. 1–18). Springer. https://doi.org/10.1007/
978‐3‐319‐98800‐9_1

Emerson, R. G. (2019). Towards a process‐orientated
account of the securitisation trinity: The speech act,
the securitiser and the audience. Journal of Interna‐
tional Relations and Development, 22(3), 515–531.
https://doi.org/10.1057/s41268‐017‐0110‐4

Erhvervsministeriet. (2020, March 6). Debatoplæg [Sug‐
gestion for debate].

Erhvervsministeriet. (2021). Høringsnotat ad L 191.
Forslag til lov om screening af visse udenlandske
direkte investeringer m.v. i Danmark (investeringss‐
creeningsloven) (Offentligt, L 191—Bilag 1) [Con‐
sultation note ad L 191. Proposal for an act on
the screening of certain foreign direct investments,
etc. in Denmark (Investment Screening Act) (Pub‐
lic, L 191—Annex 1)]. https://www.ft.dk/samling/
20201/lovforslag/L191/bilag/1/2351021.pdf

Erhvervsudvalget. (2020). Sammendrag: Arbejdsgrup‐
perapport om en kommende generel ordning
for screening af udenlandske investeringer mv.
(Offentligt, ERU Alm.del—Bilag 120) [Summary:
Working group report on a future general scheme
for screening foreign investments etc. (Public, ERU
Alm.del—Annex 120)]. https://www.ft.dk/samling/
20201/almdel/eru/bilag/120/2302105.pdf

European Commission. (2020, March 25). Coronavirus:
Commission issues guidelines to protect critical
European assets and technology in current crisis
[Press release]. https://ec.europa.eu/commission/
presscorner/detail/en/ip_20_528

European Commission. (2023). Joint communication to
the European Parliament, the European Council and
the Council on “European Economic Security Strat‐
egy” (JOIN(2023) 20 final). https://data.consilium.
europa.eu/doc/document/ST‐10919‐2023‐INIT/en/
pdf

Federation of German Industries. (2019). Partner
and systemic competitor—How do we deal with
China’s state‐controlled economy? https://english.
bdi.eu/publication/news/china‐partner‐and‐
systemic‐competitor

Gowa, J. (1995). Allies, adversaries, and international
trade. Princeton University Press.

Graham, E. M., & Marchick, D. (2006). US national secu‐
rity and foreign direct investment. Peterson Institute
for International Economics.

Greenwood, J. (2019). Interest representation in the
EU: An open and structured dialogue? In D. Dialer
& M. Richter (Eds.), Lobbying in the European
Union: Strategies, dynamics and trends (pp. 21–31).
Springer. https://doi.org/10.1007/978‐3‐319‐98800‐
9_2

Hansen, L. (2000). The Little Mermaid’s silent security
dilemma and the absence of gender in the Copen‐
hagen School. Millennium, 29(2), 285–306. https://
doi.org/10.1177/03058298000290020501

Investment Screening Act introduced in the Danish
Parliament. (2021, March 10). Kromann Reumert.
https://kromannreumert.com/en/news/investment‐
screening‐act‐introduced‐in‐the‐danish‐parliament
#:∼:text=Investment%20Screening%20Act%20
introduced%20in%20the%20Danish%20Parliament,
if%20they%20represent%20a%20security%20risk
%20to%20Denmark

Kang, C. S. E. (1997). U.S. politics and greater regula‐
tion of inward foreign direct investment. Interna‐
tional Organization, 51(2), 301–333. https://doi.org/
10.1162/002081897550375

Karner, L. (2020a, February 4). Der er grund til at være
bekymret for Huawei [There is reason to be con‐
cerned about Huawei]. Information. https://www.
information.dk/udland/2020/02/grund‐vaere‐
bekymret‐huawei

Karner, L. (2020b, May 15). Nej tak til Huawei [No
thank you to Huawei]. Information. https://www.
information.dk/udland/leder/2020/05/nej‐tak‐
huawei

Keller, E. (2018). Noisy business politics: Lobbying strate‐
gies and business influence after the financial cri‐
sis. Journal of European Public Policy, 25(3), 287–306.
https://doi.org/10.1080/13501763.2016.1249013

Kruse, S., & Winther, L. (2019, December 10). Banned
recording reveals China ambassador threatened
Faroese leader at secret meeting. Berlingske. https://
www.berlingske.dk/internationalt/banned‐
recording‐reveals‐china‐ambassador‐threatened‐
faroese‐leader

Lenihan, A. T. (2018). Balancing power without weapons:

Politics and Governance, 2023, Volume 11, Issue 4, Pages 140–153 151

https://www.cogitatiopress.com
https://doi.org/10.1080/09662839.2014.949248
https://www.politico.eu/article/huawei-put-pressure-on-denmark-in-wake-of-diplomatic-scandal
https://www.politico.eu/article/huawei-put-pressure-on-denmark-in-wake-of-diplomatic-scandal
https://www.politico.eu/article/huawei-put-pressure-on-denmark-in-wake-of-diplomatic-scandal
https://doi.org/10.1177/0305829811419444
https://doi.org/10.1177/0305829811419444
https://doi.org/10.1111/twec.13199
https://doi.org/10.1007/978-3-319-98800-9_1
https://doi.org/10.1007/978-3-319-98800-9_1
https://doi.org/10.1057/s41268-017-0110-4
https://www.ft.dk/samling/20201/lovforslag/L191/bilag/1/2351021.pdf
https://www.ft.dk/samling/20201/lovforslag/L191/bilag/1/2351021.pdf
https://www.ft.dk/samling/20201/almdel/eru/bilag/120/2302105.pdf
https://www.ft.dk/samling/20201/almdel/eru/bilag/120/2302105.pdf
https://ec.europa.eu/commission/presscorner/detail/en/ip_20_528
https://ec.europa.eu/commission/presscorner/detail/en/ip_20_528
https://data.consilium.europa.eu/doc/document/ST-10919-2023-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-10919-2023-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-10919-2023-INIT/en/pdf
https://english.bdi.eu/publication/news/china-partner-and-systemic-competitor
https://english.bdi.eu/publication/news/china-partner-and-systemic-competitor
https://english.bdi.eu/publication/news/china-partner-and-systemic-competitor
https://doi.org/10.1007/978-3-319-98800-9_2
https://doi.org/10.1007/978-3-319-98800-9_2
https://doi.org/10.1177/03058298000290020501
https://doi.org/10.1177/03058298000290020501
https://kromannreumert.com/en/news/investment-screening-act-introduced-in-the-danish-parliament#:~:text=Investment%20Screening%20Act%20introduced%20in%20the%20Danish%20Parliament,if%20they%20represent%20a%20security%20risk%20to%20Denmark
https://kromannreumert.com/en/news/investment-screening-act-introduced-in-the-danish-parliament#:~:text=Investment%20Screening%20Act%20introduced%20in%20the%20Danish%20Parliament,if%20they%20represent%20a%20security%20risk%20to%20Denmark
https://kromannreumert.com/en/news/investment-screening-act-introduced-in-the-danish-parliament#:~:text=Investment%20Screening%20Act%20introduced%20in%20the%20Danish%20Parliament,if%20they%20represent%20a%20security%20risk%20to%20Denmark
https://kromannreumert.com/en/news/investment-screening-act-introduced-in-the-danish-parliament#:~:text=Investment%20Screening%20Act%20introduced%20in%20the%20Danish%20Parliament,if%20they%20represent%20a%20security%20risk%20to%20Denmark
https://kromannreumert.com/en/news/investment-screening-act-introduced-in-the-danish-parliament#:~:text=Investment%20Screening%20Act%20introduced%20in%20the%20Danish%20Parliament,if%20they%20represent%20a%20security%20risk%20to%20Denmark
https://kromannreumert.com/en/news/investment-screening-act-introduced-in-the-danish-parliament#:~:text=Investment%20Screening%20Act%20introduced%20in%20the%20Danish%20Parliament,if%20they%20represent%20a%20security%20risk%20to%20Denmark
https://doi.org/10.1162/002081897550375
https://doi.org/10.1162/002081897550375
https://www.information.dk/udland/2020/02/grund-vaere-bekymret-huawei
https://www.information.dk/udland/2020/02/grund-vaere-bekymret-huawei
https://www.information.dk/udland/2020/02/grund-vaere-bekymret-huawei
https://www.information.dk/udland/leder/2020/05/nej-tak-huawei
https://www.information.dk/udland/leder/2020/05/nej-tak-huawei
https://www.information.dk/udland/leder/2020/05/nej-tak-huawei
https://doi.org/10.1080/13501763.2016.1249013
https://www.berlingske.dk/internationalt/banned-recording-reveals-china-ambassador-threatened-faroese-leader
https://www.berlingske.dk/internationalt/banned-recording-reveals-china-ambassador-threatened-faroese-leader
https://www.berlingske.dk/internationalt/banned-recording-reveals-china-ambassador-threatened-faroese-leader
https://www.berlingske.dk/internationalt/banned-recording-reveals-china-ambassador-threatened-faroese-leader


State intervention into cross‐border mergers and
acquisitions. Cambridge University Press.

Linsi, L. (2016). How the beast became a beauty:
The social construction of the economic meaning
of foreign direct investment inflows in advanced
economies, 1960–2007 [Unpublished doctoral disser‐
tation]. The London School of Economics and Political
Science.

Mattlin, M., & Rajavuori, M. (2023). Changing causal nar‐
ratives and risk perceptions on foreign investment:
The riskification of Chinese investments in the Nordic
Region. East Asia, 40, 243–263. https://doi.org/
10.1007/s12140‐023‐09397‐6

McDonald, M. (2008). Securitisation and the construc‐
tion of security. European Journal of International
Relations, 14(4), 563–587. https://doi.org/10.1177/
1354066108097553

Morgan, G., & Ibsen, C. L. (2021). Quiet politics and the
power of business: New perspectives in an era of
noisy politics. Politics & Society, 49(1), 3–16. https://
doi.org/10.1177/0032329220985749

Mouritzen, K. (2020,May 13).Mette Frederiksen trækker
nye grænser i fejdenmellem Kina og USA: Coron‐
akrisen har vist os, hvor sårbare vi er [Mette Fred‐
eriksen draws new boundaries in the feud between
China and the US: The corona crisis has shown
us how vulnerable we are]. Berlingske. https://
www.dk/globalt/mette‐frederiksen‐traekker‐nye‐
graenser‐i‐fejden‐mellem‐kina‐og‐usa

O’Neill, A. (2023). Denmark: Share of economic sectors
in the gross domestic product (GDP) from 2011 to
2021. Statista. https://www.statista.com/statistics/
317288/share‐of‐economic‐sectors‐in‐the‐gdp‐in‐
denmark

Patey, L. (2019). Denmark’s China challenge. Danish Insti‐
tute for International Studies. https://www.diis.dk/
en/research/denmarks‐china‐challenge

Regulation (EU) 2019/452 of the European Parliament
and of the Council of 19 March 2019 establishing a
framework for the screening of foreign direct invest‐
ments into the Union. (2019). Official Journal of
the European Union, LI 79. http://data.europa.eu/
eli/reg/2019/452/oj

Reurink, A., & Garcia‐Bernardo, J. (2021). Competing
for capitals: The great fragmentation of the firm
and varieties of FDI attraction profiles in the Euro‐
pean Union. Review of International Political Econ‐
omy, 28(5), 1274–1307. https://doi.org/10.1080/
09692290.2020.1737564

Roederer‐Rynning, C., Vlasiuk Nibe, A., & Frandsen, S. B.
(2020). Brexit, erhvervsinteresser og irsk grænsepoli‐
tik [Brexit, business interests, and the politics of the
Irish border]. Politica, 52(4), 363–382. https://doi.
org/10.7146/politica.v52i4.130832

Salter, M. B. (2008). Securitization and desecuritization:
A dramaturgical analysis of the Canadian Air Trans‐
port Security Authority. Journal of International Rela‐
tions and Development, 11(4), 321–349. https://doi.
org/10.1057/jird.2008.20

Schild, J. (2022, June 29–July 1). Towards a geopoliti‐
cization of investment policy? The case of EU invest‐
ment screening [Paper presentation]. 28th Interna‐
tional Conference of Europeanists, Lisbon, Portugal.

Schill, S. W. (2019). The European Union’s foreign
direct investment screening paradox: Tightening
inward investment control to further external invest‐
ment liberalization. Legal Issues of Economic Inte‐
gration, 46(2), 105–128. https://doi.org/10.54648/
LEIE2019007

Schneider, E. (2023). Germany’s Industrial Strategy
2030, EU competition policy and the crisis of
new constitutionalism: (Geo‐)political economy of
a contested paradigm shift. New Political Economy,
28(2), 241–258. https://doi.org/10.1080/13563467.
2022.2091535

Strand, J. (2019, March 19). Klumme: Ericsson kom med
et tilbud, som TDC ikke kunne sige nej til [Column:
Ericsson made an offer that TDC could not refuse.].
ITWatch. https://itwatch.dk/ITNyt/Brancher/tele/
article11261390.ece

Tavory, I., & Timmermans, S. (2014). Abductive analysis:
Theorizing qualitative research. University of Chicago
Press.

Vlasiuk Nibe, A., Meunier, S., & Roederer‐Rynning, C.
(2023). Pre‐emptive depoliticization: The European
Commission and the EU Foreign Investment Screen‐
ing Regulation. Journal of European Public Pol‐
icy. Advance online publication. https://doi.org/
10.1080/13501763.2023.2258153

Wæver, O. (2012). Aberystwyth, Paris, Copenhagen: The
Europeanness of new “schools” of security theory
in an American field. In A. Tickner & D. L. Blaney
(Eds.), Thinking international relations differently (pp.
48–71). Routledge.

Wernicke, S. F. (2021). Investment screening: The return
of protectionism? A business perspective. In S. Hin‐
delang & A. Moberg (Eds.), YSEC yearbook of socio‐
economic constitutions 2020: A Common European
Law on Investment Screening (CELIS) (pp. 29–41).
Springer. https://doi.org/10.1007/16495_2020_11

Woll, C. (2007). From national champions to global
players? Lobbying by network operators during the
WTO’s basic telecommunication negotiations. Busi‐
ness & Society, 46(2), 229–252. https://doi.org/
10.1177/0007650307301384

Woll, C. (2008). Firm interests: How governments shape
business lobbying on global trade. Cornell University
Press.

Woll, C. (2010). Firms interests in uncertain times: Busi‐
ness lobbying in multilateral service liberalization. In
R. Abdelal, M. Blyth, & C. Parsons (Eds.), Construct‐
ing the international economy (pp. 137–154). Cornell
University Press.

Young, A. R. (2016). Not your parents’ trade politics: The
Transatlantic Trade and Investment Partnership nego‐
tiations. Review of International Political Economy,
23(3), 345–378. https://doi.org/10.1080/09692290.
2016.1150316

Politics and Governance, 2023, Volume 11, Issue 4, Pages 140–153 152

https://www.cogitatiopress.com
https://doi.org/10.1007/s12140-023-09397-6
https://doi.org/10.1007/s12140-023-09397-6
https://doi.org/10.1177/1354066108097553
https://doi.org/10.1177/1354066108097553
https://doi.org/10.1177/0032329220985749
https://doi.org/10.1177/0032329220985749
https://www.berlingske.dk/globalt/mette-frederiksen-traekker-nye-graenser-i-fejden-mellem-kina-og-usa
https://www.berlingske.dk/globalt/mette-frederiksen-traekker-nye-graenser-i-fejden-mellem-kina-og-usa
https://www.berlingske.dk/globalt/mette-frederiksen-traekker-nye-graenser-i-fejden-mellem-kina-og-usa
https://www.statista.com/statistics/317288/share-of-economic-sectors-in-the-gdp-in-denmark
https://www.statista.com/statistics/317288/share-of-economic-sectors-in-the-gdp-in-denmark
https://www.statista.com/statistics/317288/share-of-economic-sectors-in-the-gdp-in-denmark
https://www.diis.dk/en/research/denmarks-china-challenge
https://www.diis.dk/en/research/denmarks-china-challenge
http://data.europa.eu/eli/reg/2019/452/oj
http://data.europa.eu/eli/reg/2019/452/oj
https://doi.org/10.1080/09692290.2020.1737564
https://doi.org/10.1080/09692290.2020.1737564
https://doi.org/10.7146/politica.v52i4.130832
https://doi.org/10.7146/politica.v52i4.130832
https://doi.org/10.1057/jird.2008.20
https://doi.org/10.1057/jird.2008.20
https://doi.org/10.54648/LEIE2019007
https://doi.org/10.54648/LEIE2019007
https://doi.org/10.1080/13563467.2022.2091535
https://doi.org/10.1080/13563467.2022.2091535
https://itwatch.dk/ITNyt/Brancher/tele/article11261390.ece
https://itwatch.dk/ITNyt/Brancher/tele/article11261390.ece
https://doi.org/10.1080/13501763.2023.2258153
https://doi.org/10.1080/13501763.2023.2258153
https://doi.org/10.1007/16495_2020_11
https://doi.org/10.1177/0007650307301384
https://doi.org/10.1177/0007650307301384
https://doi.org/10.1080/09692290.2016.1150316
https://doi.org/10.1080/09692290.2016.1150316


About the Author

Anna Vlasiuk Nibe is a PhD candidate at the University of Southern Denmark. She holds an MSc in
International Economic Law from Kyiv National Economic University, named after VadymHetman, and
a BSc in Market and Management Anthropology from the University of Southern Denmark. Anna’s
professional experience includes legal consultancy in the fields of corporate law, cross‐border transac‐
tions, and foreign direct investment, and research and teaching in the field of EU policymaking. Anna’s
research interests include the geo‐politicisation of EU commercial policy, globalisation and geoeco‐
nomics, and the role of market actors in a changing global order.

Politics and Governance, 2023, Volume 11, Issue 4, Pages 140–153 153

https://www.cogitatiopress.com


Politics and Governance (ISSN: 2183–2463)
2023, Volume 11, Issue 4, Pages 154–164
https://doi.org/10.17645/pag.v11i4.7231

Article

Arming Fortress Europe? Spaces and Instruments of Economic Patriotism
in EU Armament Policy
Catherine Hoeffler 1,2

1 Robert Schuman Centre for Advanced Studies, European University Institute, Italy; catherine.hoeffler@eui.eu
2 Centre Émile Durkheim, Sciences Po Bordeaux, France

Submitted: 14 May 2023 | Accepted: 19 September 2023 | Published: 29 November 2023

Abstract
How does the EU adapt its policies in response to current global changes? Extant scholarship has shed light on the EU’s
geopolitical turn by analysing it as either a shift away from neoliberalism or a reshuffling of EU–US relations. This arti‐
cle makes the case for studying how these two dynamics interact. To do so, I draw on the economic patriotism frame‐
work, which focuses on the links between types and spaces of economic interventionism. Economic patriotism instruments
can take various forms depending on their type (liberal/protectionist instruments) and space of reference (national/EU/
transatlantic/international). From this perspective, the EU has responded to global changes by shifting from liberal to
protectionist instruments of economic patriotism. However, the design of these policy instruments reflects compromises
between the preferences of policymakers who adopt liberal/protectionist and Europeanist/Atlanticist positions. As policy
instruments can create room for compromise because they allow various positions to converge, EU protectionist economic
instruments cater to Atlanticist and liberal preferences too. This article illustrates this argument bymeans of EU armament
policy. Using official documents and interviews, I analyse changes in EU economic patriotism by looking at the two major
policy instruments: the 2009 Defence Procurement Directive and the 2021 European Defence Fund. Whereas the 2009
Directive reflected liberal economic patriotism anchored in the transatlantic space, the European Defence Fund illustrates
tensions between types and spaces of economic interventionism in the EU’s geopolitical turn: Some clauses protect the
EU from foreign interference, but its political‐economic space of reference remains strongly transatlantic.
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1. Introduction: Fortress Europe in Arms

Rising geopolitical tensions have called into question the
neoliberal regulation of markets worldwide. In this con‐
text, the EU has undergone what has been characterised
as a geopolitical (McNamara, 2023; Meunier & Nicolaidis,
2019) or geoeconomic turn (Babić et al., 2022). One
strandof literature examines this turn as a change in types
of economic interventionism. The rise of (open) strategic
autonomy discourse, industrial policy and trade defence
instruments illustrates a possible shift away from neolib‐
eralism (T. Jacobs et al., 2023; Schmitz & Seidl, 2022).

This geopolitical turn has also revived scholarly interest
in looking at the EU from the perspective of political‐
economic spaces andboundaries (Schimmelfennig, 2021).
Lavery and Schmid (2021), for example, affirm that global
changes have led the EU to reconsider its relationship
with the US and observe that it has progressively sought
autonomy by de‐aligning. Lavery (2023) explains the evo‐
lution of EU economic policies over time and the current
move towards a “selective” Fortress Europe by the power
shifts between the proponents of two competing con‐
ceptions of the EU as a political‐economic space, namely
“Fortress” vs. “Atlantic’’ Europe.

Politics and Governance, 2023, Volume 11, Issue 4, Pages 154–164 154

https://www.cogitatiopress.com
https://www.cogitatiopress.com/politicsandgovernance
https://doi.org/10.17645/pag.v11i4.7231


This article draws on and contributes to these
debates in two ways. First, extant scholarships barely
address the links between the types and political‐
economic spaces of reference to economic intervention‐
ism. The literature on economic interventionism does
not investigate what bounded political‐economic space,
i.e., whose domestic industry, is being promoted. That
the EU is becoming such a reference space cannot, how‐
ever, be taken for granted. Europeans disagree about
how to define an “EU industry” and whether it should
enjoy preferential treatment. Similarly, discussions on
re‐ or friendshoring show that protective measures may
apply to various political‐economic spaces of reference.
Conversely, the “Fortress Europe” literature implies a
shift to protectionism but does not elaborate on its ter‐
ritorial anchor. Linking economic interventionism types
and spaces is relevant given that they influence one
another: While current global changes may push for pro‐
tectionism, there is no necessary consensus on what
political‐economic space to protect in the first place.

Second, both strands of scholarship seek to analyse
whether current shifts amount to a profound change in
EU policies. They acknowledge that EU policy responses
to global challenges have beenmixed. Regarding the type
of economic interventionism, current developments are
not linear from neoliberal openness to protectionism.
Scholarship observes that neoliberal and protectionist
vocabularies are entangled, but draw differing conclu‐
sions. While for some the rise of the concept of “open
strategic autonomy” testifies to an unsettling of the EU’s
neoliberal consensus (Schmitz & Seidl, 2022), for oth‐
ers it is more akin to a neoliberal adaptation to new
challenges (T. Jacobs et al., 2023). How this discursive
ambiguity translates into policy instruments is unclear.
Regarding spaces of economic interventionism, Lavery
(2023) points to tangible but partial change, with EU for‐
tification being selective. However, why certain policy
instruments participate in Fortress Europe and others do
not should be analysed. To understand current changes
in EU policies, we need to be able to better conceptu‐
alise and explain ambiguity at the level of policy instru‐
ments as they are neither strictly liberal nor protectionist
and do not squarely fall into either “Fortress Europe” or
“Atlantic Europe” conceptions.

To contribute to this debate, I ask to what extent
does the EU’s geopolitical turn entail not only a change
in the type of economic interventionism but also
a (re)production of the EU as a bounded political‐
economic space of reference? To address this ques‐
tion, I build on the economic nationalism and patrio‐
tism literature (Clift & Woll, 2012; Helleiner & Pickel,
2005). Focusing on the political strategies that shape
markets in favour of a political‐economic space of refer‐
ence and its insiders, economic patriotism constitutes a
useful framework to analyse how global changes have
led the EU to develop new economic interventionist
policy instruments designed specifically to promote EU
insiders. From this perspective, European policymakers

develop economic patriotism instruments when they
perceive the risks associated with global interdepen‐
dence. However, this does not mean that policymakers
agree on how to do this. Economic patriotism instru‐
ments can take many forms as they lie on a liberal/
protectionist continuum and vary in their policy tar‐
gets (insider‐/outsider‐oriented). Moreover, policymak‐
ers can disagree onwhether the EU constitutes themajor
space of reference to tackle these challenges. Rather
than a functional fit, the economic patriotism framework
points to the role of politics in explaining the design
of economic patriotism policy instruments. Rather than
one or the other, their design reflects policymakers’
positions regarding both the types (liberal/protectionist)
and the spaces (Europeanist/Atlanticist) of desired eco‐
nomic interventionism. Consensus‐driven EU policymak‐
ing and the constellation of policymakers’ positions
constitute the boundaries within which compromises
over the design of economic patriotism instruments can
be crafted.

This article focuses on EU armament policy. Three
factors justify paying attention to this policy. First, it
constitutes an unlikely case of EU economic patriotism.
Governments retain de jure competence over defence
procurement while de facto overwhelmingly buying US
defence equipment (European Defence Agency, 2023;
Uttley, 2018). States’ armament policies are there‐
fore embedded in national and transatlantic economic‐
political spaces, making the EU an unlikely candidate.
Second, the war in Ukraine and the prospect of mili‐
tary escalation have given salience to the role of the EU
in armament production. Last, while it is linked to mili‐
tary needs, armament policy is also shaped by economic
security concerns, as defence firms depend on global
supply chains (e.g., for semiconductors) and rely on
exports. Armament policy therefore represents a fertile
site to observe how, already before the publication of its
2023 Economic Security Strategy, the EU created instru‐
ments to secure its industrial and technological capaci‐
ties. Looking into how these logics play out in armament
policy contributes to the growing research agenda on the
security‐economics nexus at the intersection between
international, regional, and domestic policies.

By applying an economic patriotism lens, I argue
that geopolitical tensions have led to changes in the
type of EU economic patriotism: The EU has turned
from liberal‐ to protectionist‐inspired instruments in
armament policy, but this turn has been largely con‐
strained by the dissensus among member states over
the role of the EU as a political‐economic space of ref‐
erence. In other words, more than before, the EU has
become a space of reference in armament policy, but it
is still contested and entangled in national and transat‐
lantic ones. The 2009 Defence Procurement Directive
represented liberal supranational economic patriotism,
with which market‐making was supposed to ensure the
survival of European defence industries in the transat‐
lantic space. By contrast, the 2021 European Defence
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Fund (EDF) represents economic patriotism through
subsidies to promote European capabilities. This shift
towards a seemingly protectionist instrument reflects,
however, enduring conflicts between Europeanist and
Atlanticist factions over the role of the EU in defence
policy and preferences regarding the types of economic
interventionism. The intersection between these dimen‐
sions explains what protectionism forms and space are
acceptable. Because many states hold a NATO‐centred
concept of European security, the EDF does not discrim‐
inate in favour of strictly defined EU insiders. It creates
a broader definition of insiders, as its eligibility criteria
are a mix of territorial and functional ones. However, the
EDF includes provisions prohibiting foreign constraints
on EU‐funded actions, thereby providing the EU with
more autonomy from its American partner than before.

To explore how current international tensions have
shaped economic patriotism in EU armament policy,
I look at the two main EU instruments to date: the 2009
Defence Procurement Directive and the 2021 EDF. Based
on official documents (regulations, debates, speeches),
media outlets, and 12 interviews with public (officials
from the EU Commission, Parliament, and four member
states) and private (firms, business associations) actors
(see Supplementary File for details on the interviews con‐
ducted), I analyse whether economic patriotism is dis‐
cernible, through what kind of economic policy instru‐
ments and in what political‐economic reference space.

This article mainly contributes to three strands of
literature. First, it speaks to scholarship on the impact
of global changes on EU policies by showing the last‐
ing influence of the opposition between Europeanist
and Atlanticist coalitions in economic policies as in secu‐
rity policies (Hofmann, 2013; Lavery, 2023). This oppo‐
sition may be more helpful to understand how the EU
positions itself regarding the current US–China rivalry
than a focus only on the competition between economic
paradigms. Second, it complements existing scholarship
on EU Common Security and Defence Policy by showing
the influence of states’ economic preferences in addi‐
tion to strategic ones. It also nuances our understanding
of the EDF as an instrument of EU strategic autonomy,
as the fund is open to non‐EU actors. Last, because it
speaks to the impact of security threats on the develop‐
ment of the EU as a political‐economic space, the article
also contributes to the debates pertaining to EU state‐
building (Genschel & Schimmelfennig, 2022; Kelemen &
McNamara, 2022). This contribution demonstrates that
while the EU has new competencies in armament mat‐
ters, military capacity‐building remains national. This
underlines how the EU is entangled in national and
transatlantic spaces, thereby invalidating core expecta‐
tions of bellicist state‐building approaches (Tilly, 1992)
applied to the EU.

This article is organised as follows. The following sec‐
tion presents the conceptual framework. The third sec‐
tion presents the 2009 Defence Procurement Directive
and the fourth analyses the EDF. I conclude by sum‐

marising the article’s key findings, before discussing
how its argument applies to current EU initiatives since
the Russian invasion of Ukraine and presenting further
avenues for research.

2. Between Liberal Openness and Fortress Europe:
Linking Types and Spaces of EU Economic Patriotism

Recent scholarship has started to explore the EU’s geopo‐
litical turn (McNamara, 2023; Meunier & Nicolaidis,
2019) as a response to the “new global disorder”
(Lavery & Schmid, 2021). This article contributes to
this debate based on the economic patriotism liter‐
ature, which makes two main contributions. First, it
helps to jointly conceptualise changes in economic inter‐
ventionism types and spaces, thereby showing how a
shift to protectionism can clash with competing political‐
economic spaces. Second, by conceptualising a variety of
policy instruments beyond neoliberal/protectionist and
Europeanist/Atlanticist dichotomies, it sheds light on the
mechanisms that produce ambiguity at the level of pol‐
icy instruments.

2.1. The EU’s Geopolitical Turn as a Shift in Economic
Interventionism Types and Political‐Economic Spaces

The EU’s geopolitical turn represents a change in the type
of EU economic interventionism away from neoliberal‐
ism towards what has been characterised as stronger
market activism (McNamara, 2023), neomercantilism
(Schmitz & Seidl, 2022), or sometimes protectionism
(J. Jacobs, 2019). A second perspective to capture this
turn has been the one focusing on spaces and bound‐
aries (Schimmelfennig, 2021). Global changes impact
how European policymakers consider the EU as a space
and its place in the world. According to Lavery and
Schmid (2021), the EU has questioned its strategy of
“autonomy through alignment” with the US, seeking
more autonomous solutions from its American partner
than before. It is no surprise that the concept of “Fortress
Europe” has been revived in this context, as it combines
assumptions regarding a shift in the type of economic
interventionism, i.e., towards protectionism, and one in
the reference space, i.e., the emergence of the EU as
a political‐economic reference space. Fortress Europe is
reminiscent of catchphrases much in fashion in Brussels,
such as strategic or European autonomy. For Lavery
(2023), the EU has not turned into a fortress but has
begun a process of “selective fortification” in some poli‐
cies. He explains the history of the EU’s relationship with
the US in general, and this outcome in particular, with
the struggles between the proponents of the Atlantic
Europe and the Fortress Europe conceptions.

These two perspectives need to be brought together.
First, focusing on either types or spaces of economic
interventionism prevents us from looking at the intrin‐
sic links between the two dimensions. The literature
on economic interventionism barely touches upon the
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persistent dissensus regarding the definition of EU insid‐
ers, which itself points to the enduring competition
between transatlantic and EU‐centred spaces. The lit‐
erature on Fortress Europe does not elaborate suffi‐
ciently on the shift in economic interventionism towards
protectionism. Choices in favour of one type of eco‐
nomic interventionism, i.e., liberal/protectionist, cannot
be considered in isolation from policymakers’ prefer‐
ences regarding the place of the EU vis‐à‐vis its American
partner (Fortress Europe vs. Atlantic Europe). To analyse
what the EU’s geopolitical turn means in terms of EU
policies, we therefore need to account for the links and
tensions between choices on types and spaces of eco‐
nomic interventionism.

A second dimension to elaborate on is the character‐
isation of change beyond discourses, i.e., in policy instru‐
ments. Extant scholarship agrees that EU responses to
current global changes are not consistent with either
neoliberal openness or protectionist Fortress Europe.
The ambiguity of change has been pointed out at the dis‐
cursive level, as illustrated by the “open strategic auton‐
omy” motto (T. Jacobs et al., 2023; Schmitz & Seidl,
2022). At the level of instruments, Lavery (2023) points to
the selectivity of fortification‐cum‐protectionism, albeit
without detailing the logics behind such selective for‐
tification and how it translates into policy instruments.
Understanding the EU’s geopolitical turn requires bet‐
ter conceptualising the ambiguity of policy change, by
which I mean focusing on policy instruments that nei‐
ther fall neatly into neoliberal or protectionist categories
nor resonate with either Fortress Europe or Atlantic
Europe. This is where the economic patriotism frame‐
work comes in.

2.2. The Geopolitical Turn Through the Lens of Economic
Patriotism

Clift and Woll’s (2012) economic patriotism framework
is embedded in the larger economic nationalism litera‐
ture. This research agenda focuses on the influence of
the national on the economic (Helleiner & Pickel, 2005,
p. 2). Rather than an exclusive focus on nationalism, Clift
and Woll (2012) use the concept of economic patrio‐
tism to point to a dynamic re‐articulation of economic
patriotic strategies from local to international political‐
economic spaces. Global and regional economic integra‐
tion processes have complicated the identification of
purely national economic spaces. This is especially so for
the EU, where high levels of integration contribute to a
re‐articulation of sovereignty (Jabko & Luhman, 2019).
Consequently, the political‐economic space of reference
policymakers defend is not necessarily the national state:
They can defend local or regional interests. I will refer
to economic patriotism and to its patrie as a political‐
economic space. This does not refer to a sociological real‐
ity but to a territorial imaginary and a cultural‐political
understanding of a community. Geographical territorial‐
ity is not enough as insiders can also be defined based

on nationality or cultural identity. Policymakers do not
necessarily see eye to eye on the definition and bound‐
aries of the patrie whose members deserve protection.
This variance is notable in the European context, where
some political factions advocate for national economic
patriotism, while others advocate for the EU as the ade‐
quate level to regulate trade in the interests of EU firms.
This article focuses on top‐down economic patriotism,
namely the political strategies and institutional tools (pol‐
icy instruments) policymakers deploy to promote the
interests of their political‐economic space.

2.2.1. The Roots and Aims of Economic Patriotism

Economic patriotism finds its roots in the way policy‐
makers perceive andmanage the tensions between their
territorially embedded political mandate (e.g., deliver‐
ing acceptable levels of economic growth or security)
and the effects of global interdependence (as discussed
by Crouch, 2008, as cited in Clift & Woll, 2012). Global
interdependence can help achieve political goals but can
also impede them. Currently, policymakers increasingly
see interdependence as a cause of vulnerability because
dependence on foreign actors is considered less reliable
(Farrell & Newman, 2019).

Perceiving risks associated with interdependence
leads policymakers to try to defend and/or promote
the “autonomy, unity or identity” (Clift & Woll, 2012,
p. 313) of their space. Overall, in a context where inter‐
dependence is depicted as a source of vulnerability, eco‐
nomic patriotism is a political project by which patri‐
otic political actors aim to make their political‐economic
space less dependent on the outside in order to regain
more control (Clift & Woll, 2012). Fetzer (2021) iden‐
tifies three ways in which the political economy schol‐
arship has operationalised economic nationalism and
patriotism: developing homegrown capacities (develop‐
mentalism), economic discrimination in favour of insid‐
ers (economic partiality), and attempts at economic self‐
rule understood as partial autonomy from the outside.
These strategies mostly overlap. They do not necessar‐
ily aim for autarky but instead for less dependence on
foreign actors for critical capacities and more insulation
of decision‐making from foreign interference. The aim
is as much for autonomy to act as for autonomy from
the outside. In doing this, economic patriotism strategies
constitute more than a simple response to the risks asso‐
ciated with interdependence. Economic patriotism rep‐
resents a political project seeking to (re)produce political
and economic integration within a territorially bounded
space (Pickel, 2003).

2.2.2. Explaining the Variety of Economic Patriotic
Instruments

Economic patriotism policy instruments can take many
forms. First, they can be both protectionist and liberal
(Helleiner & Pickel, 2005). Policymakers can promote
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territorially‐defined interests through liberal measures
such as market liberalisation or through protectionist
tariffs. Moreover, the liberalism/protectionism binary is
more a continuum than a dichotomy, as economies are
never either open or closed, but instead exhibit policy
instruments that are more or less liberal/protectionist
(Clift & Woll, 2012). Second, Clift and Woll (2012) also
differentiate economic patriotism instruments according
to their policy targets. Some instruments favour insid‐
ers, while others regulate the behaviour of foreign actors.
This distinction overlaps with economic patriotism forms
of economic partiality and self‐rule (Fetzer, 2021):
Insider‐targeting instruments discriminate in favour of
homegrown capacities; outsider‐targeting instruments
try to insulate the political‐economic space from foreign
influence. Both insider‐ and outsider‐targeting instru‐
ments can take more or less liberal/protectionist forms.
For instance, political authorities may want to secure
the security of the supply of critical minerals through
some economic partiality, although not on economic
patriotic criteria: A foreign firm can temporarily relo‐
cate or respond to functional security criteria to be allo‐
cated public funds. Consequently, while they can lean
towards one end of the liberal‐protectionist spectrum,
policy instruments most of the time combine various
forms of economic patriotism and various targets.

Clift and Woll (2012) put politics and policymakers’
strategies centre‐stage to explain the design of economic
patriotism policy instruments. Far from being function‐
ally determined, their design results from the creativ‐
ity of policymakers in juggling tensions between inter‐
national and local imperatives, and from the need for
compromise in varying political settings. Compromises
can be achieved through the design of policy instru‐
ments. First, policy instruments can offer room for com‐
promise because their design combines more or less lib‐
eral and protectionist features, articulated around vari‐
ous insider‐ or outsider‐targeting measures. Second, just
as for discourses (Jabko, 2006), policymakers can under‐
stand the meanings and aims of policy instruments dif‐
ferently. Instruments can nurture and reflect “creative
ambiguity” (Jegen &Mérand, 2014), allowing policymak‐
ers with different preferences to support them. The need
for compromise is linked to the type of policies and pol‐
icy settings. Because of consensus‐oriented EU policy‐
making (Kleine, 2014) in general and the influence of
national governments over security issues in particular,
the EU is likely to adopt economic patriotic instruments
that reflect a compromise between the varying positions
of states.

States’ preferences regarding both the type and
space of economic interventionism inform the political
conflict in negotiations on EUeconomic patriotism instru‐
ments. First, in terms of the type of economic interven‐
tionism, the range of economic patriotism instruments
has been historically limited. In a context of dominance
of neoliberal ideas, Clift and Woll (2012) expected eco‐
nomic patriotism strategies to take more liberal forms.

Legal and political constraints limited the use of pro‐
tectionist instruments available to patriotic policymak‐
ers. Economic discrimination has been at odds with the
liberal DNA of European integration (Rosamond, 2012),
making any instrument targeting EU insiders unlikely.
Extant scholarship has explained the evolution of EU
economic interventionism by the dominance of neolib‐
erals over neomercantilists and socially‐oriented coali‐
tions (van Apeldoorn, 2002; Warlouzet, 2018). Second,
economic patriotism instruments are shaped by prefer‐
ences regarding political‐economic spaces. In the case of
the EU, economic patriotism instruments are influenced
by conflicts over the definition of the EU as a political‐
economic space of reference. Member states hold vary‐
ing territorial imaginaries and cultural understandings
of the place of the EU in relation to other competing
political‐economic spaces such as the state (whether the
EU should be more integrated) but also international
spaces. Be it regarding trade or defence, member states
are divided between Atlanticist and Europeanist coali‐
tions (Bátora, 2009; Hofmann, 2013), a dichotomy else‐
where called Atlantic vs. Fortress Europe (Lavery, 2023).
For the former, the space of reference is transatlantic,
with a strong emphasis on the role of the US, while the
latter promotes a vision of an EU more insulated from
its American partner. Debates on the type of economic
interventionism to adopt are not only influenced by this
division between Europeanist and Atlanticist factions but
are intrinsically embedded in it. EU patriotic actors seek‐
ing to develop measures enhancing the EU as a distinct
political‐economic community are likely to meet resis‐
tance fromAtlanticists and actors opposingmore EU inte‐
gration per se. Amain contribution of the economic patri‐
otism framework is to underline that these space‐related
and economic preferences need to be assessed simulta‐
neously. How they combine is not a given. Policymakers
are rarely unambiguously liberal or protectionist and
Atlanticist or Europeanist. Their preferences can slightly
shift. How preferences combine or clash opens certain
possibilities for change.

The economic patriotism analytical framework offers
plausible arguments for how EU policies have evolved
in response to new international challenges (Lavery
& Schmid, 2021). It points to the intrinsic link—
and tension—between the types and spaces of eco‐
nomic interventionism that the EU’s geopolitical turn
(re)produces. It helps explore whether the shift away
from neoliberalism is accompanied by changes in the
political‐economic space of reference. In the current con‐
text where interdependence is, more than before, por‐
trayed as a source of vulnerability, European policymak‐
ers across the board are likely to problematise the need
for Europe to be more protected from outsiders. How
they plan to do this will vary according to their prefer‐
ences regarding the appropriate type of economic inter‐
ventionism (liberal/protectionist) and their preferences
regarding the EU as a proper political‐economic space.
Europeanist and protectionist‐inspired policymakers in
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the EU—especially supranational economic patriotic
actors who would benefit from them—are likely to pro‐
mote new protectionist, supranational economic patrio‐
tism instruments, aimed at increasing EU autonomy from
the outside and most importantly reducing its depen‐
dence on the US. However, an alignment of protection‐
ism with Europeanist preferences is not given. Some
may promote protectionism in favour of the transatlantic
political‐economic space. Moreover, liberal‐minded pol‐
icymakers are unlikely to accept any radical shift away
from liberal policy instruments, particularly not at the
EU level, which was supposed to be the guarantor of
market disciplinewithin and beyond its boundaries. They
may, however, accept liberal forms of economic patrio‐
tism, which rely on market mechanisms to achieve the
survival and prosperity of the political‐economic commu‐
nity. Similarly, liberal‐minded actors may prefer instru‐
ments that regulate foreign actors’ behaviour, which are
less direct and politically sensitive than insider‐targeting
economic discrimination. Depending on the policy at
stake, liberals can potentially agree on Europeanist‐ and
Atlanticist‐leaning solutions.

3. Liberal Economic Patriotism as Regional Market
Integration: The EU 2009 Defence Procurement
Directive

The Directive 2009/81/EC of 13 July 2009 (2009; from
now on referred to as the 2009 Defence Procurement
Directive) is a case of supranational liberal economic
patriotism through regional market integration (Clift &
Woll, 2012, p. 315). Its liberal form is inherently shaped
by an ambiguous compromise between Atlanticists and
Europeanists as to which political‐economic spaces it
should promote.

Historically, EU member states have retained compe‐
tence over their security and defence policy. Based on
an extensive interpretation of article 346 in the Treaty
of Lisbon (2007), armament procurement has escaped
EU single market rules. In the late 1990s, the European
Commission started to look into ways of disciplining
national armament procurement practices through its
competence in competition and industry (Mörth, 2000).
For the Commission, only a European “defence mar‐
ket” would ensure competitiveness and hence the sur‐
vival of the so‐called European Defence Industrial and
Technological Base. In 2009, the EU adopted its first piece
of legislation on armament procurement: the Defence
Procurement Directive.

The directive testifies to the predominance of liberal
conceptions of EU market regulation and their transla‐
tion into economic patriotism. Its aim is market‐making
insofar as it seeks to limit state discretionary practices by
introducing competition requirements. During the nego‐
tiations (Hoeffler, 2012), France suggested creating a
formof EU protectionismbymaking competition require‐
ments open to EU firms only. The majority of member
states rejected this because of both their economic pref‐

erences and conceptions of reference spaces. In addi‐
tion to considering protectionism politically unaccept‐
able and economically disastrous, they opposed EU pro‐
tectionism because they preferred keeping the EUwithin
a transatlantic NATO‐centred space. Moreover, protec‐
tionist EU would not only exclude the US but would first
and foremost protect French industry.

The directive mostly catered to Atlanticist and lib‐
eral positions. From this perspective, market‐making is
supposed to benefit European firms as it creates more
market opportunities across member states. Moreover,
the directive included a liberal outsider‐targeting clause:
The directive’s recital 18 called on other states to open
their markets too (Directive 2009/81/EC of 13 July 2009,
2009). For EU officials, this was a clear signal to the US,
whose domestic market is still very closed to European
firms. The directive therefore represents a liberal instru‐
ment to promote EU firms in a transatlantic space. This
is all the more so as the directive did not alter national
competence, which allowed member states to continue
to procure US weapons.

While representing a liberal form of economic patri‐
otism embedded in a transatlantic political‐economic
reference space, the directive gave some satisfaction
to Europeanist‐ and protectionist‐inclined governments
such as France. First, Atlanticist liberals like the UK and
Europeanist protectionists like France could have differ‐
ent readings of the directive. While the former read it
as liberal market‐opening the latter saw it as a first step
towards EU industrial policy: Short of an in‐built EU pref‐
erence, imposing more competition should theoretically
makemore space for European (French) firms against US
ones. At the very least, the directive reflected a consen‐
sus on the need to support EU defence firms. Second,
the directive contained some indirect financial incen‐
tives (exemption from competition rules) for European
governments to launch and cooperate in joint arma‐
ment programmes. Despite being marginal, this element
pleased Europeanist governments, who promoted the
EU as a new reference space in armament production.
This question gained salience on the EU agenda and
materialised in the EDF.

4. Building Up Europe’s Fortress? The European
Defence Fund, a Not‐So‐Protectionist Subsidy
In‐Between Transatlantic and EU
Political‐Economic Spaces

Proposed in 2016 and in force since 2021, the EDF is
an EU instrument which co‐finances collaborative mili‐
tary research and development projects. It constitutes
a shift in the type of EU economic patriotism, from lib‐
eral market‐making to protectionist subsidies. However,
the instrument’s design reveals that the shift is more
ambiguous than it seems. On the one hand, its eligibil‐
ity criteria reflect the strength of liberal, Atlanticist pref‐
erences among member states, as the EDF is open to a
larger political‐economic space than the EU.On the other
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hand, the EDF includes outsider‐targeting provisions that
can be labelled as protectionist, as they seek to keep
EU‐funded actions free from foreign control. I argue that
this ambiguous policy design is explained by enduring
conflicts among member states regarding the combina‐
tion of spaces and types of economic interventionism.

4.1. International Security and the Shift to Subsidies

The European Commission justified its shift to defence
industrial policy by citing international security threats
(Håkansson, 2021). A 2013 EU Communication argued
that enhanced security threats required the EU to sup‐
port military capacity‐building, inter alia by the EU subsi‐
disingmilitary research and development. The December
2013 European Council Conclusions approved this and
gave the Commission a green light. A first small‐scale
pilot project was launched in 2015. The new President
of the Commission Jean‐Claude Juncker put defence
high on his agenda. According to him, growing secu‐
rity risks made it necessary for Europeans to rearm,
and the EU provided the most efficient and politically
relevant framework to do this. In September 2016, he
announced the Commission would propose a fund to
finance cooperative armament projects. The Commission
consequently launched the 2017 Preparatory Action
on Defence Research and the 2018 European Defence
Industrial Development Programme (EDIDP), which laid
the ground for the larger‐scale 2021 EDF.

For many actors, while the international security
environment had deteriorated, the Trump administra‐
tion and Brexit had shown Europeans their vulnerability
(Interview 1). This sentiment was shared by Atlanticist
countries such as Germany, and even those with the
strongest liberal take such as the Netherlands or Sweden
(Interview 2; Interview 3). There was a consensus among
states that the EDF should serve to reinforce European
capacities (Interview 4), and that this should not be
seen as against NATO but complementary to it (Interview
5; Interview 3). This was echoed by Ursula von der
Leyen, then German Defence Minister, for whom both
events represented a “wake‐up call—that we need to
change things and stand on our own feet….We want to
remain transatlantic but at the same time become more
European” (Manson & Chazan, 2018). The Parliament
and Council agreed with the Commission’s plan to
strengthen strategic autonomy: “The EDF respects one
major objective: strategic autonomy. Two years ago,
nobody but the French were talking about it. Now every‐
body talks about it.” (Interview 6; Interview 7).

These instruments include clauses targeting both
insiders and outsiders. Most of the negotiations hap‐
pened during the preparation of the EDIDP, which served
as a crash test for the EDF: It allowed the Commission to
test the ground with member states and firms and fine‐
tune the instrument’s design. As the EDFheavily drawson
the EDIDP and the negotiation periods overlap, I will refer
to discussions regarding both the EDIDP and the EDF.

4.2. Friends With Benefits: A Liberal Definition of
Insiders Beyond the EU

Creating a fund involved creating boundaries as EU fund‐
ing cannot go into just anyone’s pockets. What kind of
boundaries and where to draw themwere, however, less
clear to the Commission, the European Parliament, and
the Council of Ministers:

The real problem we had in negotiations was: who
would have access to the fund….The biggest added
value of that process was that we defined what a
“European” industry is. Because of that question…we
were forced to sit down and find a solution….It is
a complex one, but it reflects the complexity of
Europeans’ situation. (Interview 6)

Negotiations focused on the matter of state partici‐
pation. There was a consensus that the EDF should
be open not only to EU member states but also to
EU‐associated countries, defined as members of the
European Free Trade Association, which are also mem‐
bers of the European Economic Area. The definition of eli‐
gible business entities caused more discussion. Member
states and firms criticised the Commission’s initial eligi‐
bility criterion focused on capital control (Interview 6),
as it would not include obvious European businesses
such as Airbus. Moreover, the Council and Parliament
(through its Commission on Industry, Research and
Energy) both wanted to open the EDF to third‐state
firms. Countries such as Sweden were very vocal about
third‐state participation. Sweden considered—despite
its military neutrality—that NATO should not be alien‐
ated from such initiatives, and that closing EU funds rep‐
resented protectionism, which ran against Swedish inter‐
ests and political DNA (Interview 8). Except for the Czech
Republic and Poland,most Eastern and Central European
countries were reluctant, as they do not have firms
which could benefit from such funds (Interview 9). While
European defence industries were generally supportive
of such funds, they were divided over the degree of con‐
centration on EU‐only actors. With Brexit, the participa‐
tion of UK firms was encouraged (Interview 10). Others
insisted on the need to develop truly European equip‐
ment if Europedoes notwant to be limited to “Ikea‐style’’
assemblage tasks in the future (Interview 11).

The compromise was eligibility based on territorial‐
ity and autonomy from foreign interference. A recipient
should be located within the EU, as should its infras‐
tructure, assets, and executive management, and a third
entity should not control it. However, three derogations
were introduced: A third‐party‐controlled entity located
in the EU could be eligible, provided it can guarantee
its ability to act without foreign restraint or contravene
the EU’s security interests and that it can keep sensi‐
tive information and intellectual property within the EU
and associated state boundaries. Entities located in third
states can participate if there is no competing alternative
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in the EU or if member states wish to cooperate with
third states, provided they respect security guarantees.
In these two scenarios, third‐state participating firms
cannot, however, receive EU funding.

Therefore, as an insider‐targeting measure, the EDF
does not create protectionist EU‐centred economic dis‐
crimination. First, in terms of participating states, the
EDF does not cater to the EU as a political‐economic
space but to the “EU + associated members.” This trans‐
lated into Norway joining the EDF. Secondly, because
the eligibility of firms is based on territoriality and func‐
tional criteria, foreign firms can benefit from EU funds.
For instance, four Canadian, US, and Japanese firms par‐
ticipated in EDIDP programmes. Those functional bound‐
aries illustrate the compromise between an agreement
among policymakers over the need for more “home‐
grown” capacities and more security of supply on the
one hand, and the overall preference in favour of market
openness (against any EU preference), on the other. This
is even more true given that the EDF does not alter the
legal framework of national armament policies, which
mostly remain open to foreign firms.

4.3. No Strings Attached: EU Autonomy From Foreign
Interference

In addition to its eligibility criteria, the EDF also reflects
economic patriotism strategies through its provisions
targeting outsiders. Those pertain most importantly
to intellectual property rights and export restrictions.
EU texts have grown more constraining. Contrary to the
Commission’s EDIDP proposal, the adopted EDIDP and
the EDF state that intellectual property resulting from
funded action should not be controlled or restrained
by third states or third‐state entities. Third parties can‐
not control or restrain the use of funded actions, includ‐
ing their export. This was specifically thought of as the
“anti‐ITAR [US International Traffic in Arms Regulations]”
clause (Interview 6). ITAR allows the US administration to
control the trade in defence products containing any US
component. This has extraterritorial reach and therefore
applies to equipment owned by other states.

EU policymakers have agreed on economic self‐rule
clauses as they shared the aim of having control over
capacities resulting from the EDF. However, they shared
different understandings of what this meant in terms
of economic patriotism. For some, the insertion of such
clauses was intimately linked to some “European prefer‐
ence” even if they did not use this language to accommo‐
date Atlanticist/liberal member states (Interview 6). For
Atlanticists, these provisions were acceptable because
they did not amount to protectionism, and because
autonomous European capacity was meant as a way to
strengthen NATO (Interview 5; Interview 12).

The backlash from the US that these provisions cre‐
ated testifies to the fact that the EDF had been read
as protectionist by some. In February 2018, ahead of a
NATO DefenceMinisters meeting, the US Ambassador to

NATO K. B. Hutchison warned that:

We do not want this to be a protectionist vehi‐
cle for the EU. And we’re going to watch carefully,
because if that becomes the case, then it could splin‐
ter the strong security alliance that we have….We
want the Europeans to have capabilities and strength,
but not to fence off American products, of course.
Or Norwegian products. Or potentially UK products.
(Hutchison, 2018)

The US administration has also directly lobbied sev‐
eral European governments such as Austria, Belgium,
the Czech Republic, and Poland (Gros‐Verheyde, 2019).
In early May 2019, two US undersecretaries sent a let‐
ter toHigh RepresentativeMogherini warning Europeans
against possible US retaliation should the European Fund
discriminate against non‐EU firms.While they applauded
the possibility of including third‐state parties in the EDF,
they criticised the conditions for such inclusion, the intel‐
lectual property rights, and the restrictions put on for‐
eign (US) export controls.

Despite this lobbying campaign, the clauses
remained. Because US lobbying intervened late in the
process, member states could use the EU decision‐
making machinery as an excuse for being unable to
change or block the proposal. Moreover, Europeans—
Atlanticists and those wanting to give the EU more
autonomy—explained at length that the EDF did not
challenge NATO or the US. Turning the argument around,
the Commission responded to the US government that,
if anyone, it was the US that was protectionist. Some
European voices, even in the German Conservative party,
expressed doubts about the sincerity of the US critique,
claiming the administration was less concerned about
transatlantic unity and security than about securing
access by US industry to European markets (Manson
& Chazan, 2018).

5. Conclusions: Military Build‐Up Act in Support of
Ammunition Production but With Whom?

Does the EU’s geopolitical turn represent a concomi‐
tant shift in the types and spaces of economic inter‐
ventionism towards EU‐centred protectionism? Based
on the economic patriotism framework, I have argued
that it is not the case in armament policy, which dis‐
plays continuing disagreements between Atlanticist and
Europeanist visions of the EU as a political‐economic
space. However, this article has nevertheless shown an
evolution in the form of economic patriotism. The 2009
Defence Procurement Directive reflects a compromise
over liberal instruments of economic patriotism with, on
the one hand, no economic discrimination in favour of
insiders, and, on the other hand, a call for outsiders
to open their markets. In contrast, the 2021 EDF cor‐
responds to what is usually considered a protectionist
instrument of economic patriotism, namely subsidies for

Politics and Governance, 2023, Volume 11, Issue 4, Pages 154–164 161

https://www.cogitatiopress.com


capacity‐building. This evolution from liberal to protec‐
tionist economic patriotic instruments is best explained
by the shared problematisation of economic and secu‐
rity interdependence, which created a consensus that
Europeans should develop homegrown military capaci‐
ties. How to do this was more contested among mem‐
ber states and the Commission. Economic provisions
shielding the EU from the extraterritorial reach of US
laws were easier to agree on than a patriotic defini‐
tion of EU insiders, which clashed with Atlanticist and
liberal‐minded governments.

While it is too early to make definitive judgments
about the impact of the war in Ukraine on the EU’s
role in armament production, current EU developments
seem to validate expectations regarding the factors
shaping the emergence and forms of EU economic
patriotism in the armament sector. The risks associ‐
ated with dependence on foreign actors have pushed
Europeans to agree on the need to develop more mil‐
itary capacities with the financial support of the EU.
This raised the question of how autonomous the EU
should be militarily. Divergences between EU actors
seeking protectionist solutions led by Commissioner
Breton and more Atlanticist or liberal actors such as
the European Parliament partly explained the delay
in the adoption of the EU joint procurement instru‐
ment, the European Defence Industry Reinforcement
Through Common Procurement Act. In March 2023, gov‐
ernments and the Commission agreed on a three‐track
solution that seeks to accommodate the various posi‐
tions. Whereas the urgency of military capacity‐building
justified removing any economic‐patriotic criteria for the
use of EU funds in the short‐term (Act in Support of
Ammunition Production), long‐term measures pertain‐
ing to joint acquisition and military ramp‐up are sup‐
posed to be less open to non‐European firms. Whether
this will take place is uncertain, but it would constitute
a notable step towards the creation of a Fortress Europe
in armament, combining protectionist instruments with
the EU as the main reference space.

Overall, the EU armament policy displays a dynamic
comparable to other policies such as trade (T. Jacobs
et al., 2023; Schmitz & Seidl, 2022) and critical min‐
erals (Riofrancos, 2023). Driven by economic patriotic
actors such as Commissioner Breton, the EU is trying
to become less dependent on outsiders through a mix
of policy instruments. However, this may differ across
policies depending on the strength of the attachment of
European policymakers to the transatlantic community
and the dependence of EU firms on the US. Because of
the historical role of NATO and the dominance of the
US defence industry, more European autonomy in arma‐
ment production is less likely than in other policieswhere
such an idea is more politically acceptable and techni‐
cally achievable. For instance, the war in Ukraine has
shown that EU capacity‐building in ammunitions and in
vaccines, as was the case during the Covid‐19 pandemic,
are two different ball games. Further research needs

to investigate policy‐specific variations in the Atlanticist
vs. Europeanist preferences of European policymakers
in a context in which US and European domestic poli‐
tics may jeopardise trust among allies. Last, the recent
European Economic Security Strategy testifies to the
growing entanglement of economic and security logics
in EU policies. Armament production shows how the
EU’s shift away from liberalism does not, so far, trans‐
late into EU‐level protectionism. In the language of the
Economic Security Strategy, the EDF relies on a mix of
promotion and protection: The EDF promotes European
firms, but only as part of a circle of insiders larger than
the EU, and only protects them insofar as it insulates
European decision‐making from foreign interference. Far
from a Fortress Europe in arms, the EDF and current ini‐
tiatives reveal how the EU is trying to walk the fine line
between securing EUdefence industrial capacities on the
one hand and cultivating the transatlantic security space
on the other. Achieving both is a very delicate balancing
act. Understandingwhat the EUwillmakeof its economic
strategy in the years to come requires going beyond
dichotomies such as Atlanticism/Europeanism and liber‐
alism/protectionism and looking at how they combine in
specific policy instruments.
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Abstract
Mercantilist policies, protectionism, Chinese and US violations of the spirit—if not always the rules—of the World Trade
Organization, along with supply chain vulnerabilities, trade wars, and illegal state subsidies have all contributed to a rise
in the weaponisation of commerce (using trade in response to, or to achieve, political decisions or acts) across the globe.
The weaponisation and geo‐politicisation of trade pose a challenge for the EU, which is poorly suited for a game of power
politics. Its common commercial policy developed separately from the intergovernmental foreign and security policy.
The level of exclusive EU competence differs across the two policy domains, as do decision‐making processes. Drawing
on work addressing ideational and instrumental levels of policy, we discuss how the EU is assessing the international
environment through the ideational framework of strategic autonomy, and how this has shaped the construction of new
trade defence instruments intended to protect against economic and technology‐related security risks. Focusing specif‐
ically on trade defence instruments addressing security concerns, which are justified in the 2023 European Economic
Security Strategy (especially in the pillar focusing on protecting against economic security risks), we show that the dis‐
tinction between commercial policy and traditional security concerns is eroding.
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1. Introduction

A core objective of the liberal international order (LIO)
established by Europe and the US after the Second
World War was separating commercial policy and secu‐
rity issues as much as possible, with the primary
vehicle for the former being the General Agreement
on Trade and Tariffs, and, since 1995, the World
Trade Organization (WTO). The operating principle was
non‐discrimination between domestic and foreign goods
(and later services) amongst members, with exceptions

for export controls for arms and dual‐use goods and tech‐
nologies. Defensive, retaliatory tools—predominantly
tariff‐based—were permitted against a country that
discriminated against another member’s products, but
these were mostly employed by developed economies;
developing countries secured special treatment and
exemptions (e.g., tariff‐free market access and certain
non‐market exemptions). The General Agreement on
Trade and Tariffs recognises the need for specific national
security exemptions (WTO, 2023, Article XXI), but this
was thought largely applicable only in the context of war,
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and thus rarely invoked. Countries’ security concerns
thus largely remained the purview of foreign policy, not
commercial policy.

However, the international environment has
changed. Gone is the aspiringly universal version of the
LIO, dominant in the 1990s and early 2000s (Buzan &
Lawson, 2014). First came vigorous contestation (Costa,
2019), i.e., the emergence of a vocal opposition to
some of its key tenets, both among newly influential
actors and in parts of the West. Thereafter its fragmen‐
tation was accelerated by Brexit, the Trump presidency,
Covid‐19, and the war in Ukraine. These events gradu‐
ally pushed the LIO in a more competitive, geograph‐
ically fractured, security‐oriented direction (Lavery &
Schmid, 2021). More specifically, fragmentation of the
LIO refers to a bundle of processes that range from chal‐
lenges to the universality of human rights to the cri‐
sis of global governance instruments, from the bifurca‐
tion of tech to protectionist tendencies in trade policies.
Fragmentation is thus “the transformation of the global
rules‐based order into a new global ordering architec‐
ture characterised by diversity and plurality” (Flockhart
& Korosteleva, 2022, p. 466).

With this fragmentation has come mercantilist poli‐
cies, protectionism, and Chinese and US violations of the
spirit—if not always the rules—of WTO‐centred trade,
along with supply chain vulnerabilities, trade wars, and
illegal state‐subsidies, all of which have contributed to
the rise in the weaponisation of commerce (using trade
in response to political decisions or acts) across the globe.
This has raised a spectrum of economic and technology‐
related security threats (European Commission, 2023a),
posing a challenge for the EU, which is ill‐suited for a
game of power‐political trade policy. The EU has tra‐
ditionally behaved like a small power in the security
field (with an associated preference for the status quo
and predictability) and a great power in trade (with a
corresponding appetite for grand projects; Toje, 2011).
The level of exclusive EU competence differs across the
two policy domains, as do decision‐making processes
and actor networks.

This article assesses the interaction and increasing
overlap of these two rather distinct policy fields through
the assessment of new trade defence instruments (TDIs),
contributing to the literature on the transformation of
the EU’s common commercial policy and economic secu‐
rity. There is an emerging literature addressing the appli‐
cation of commercial and economic policy instruments
in conjunction with instruments traditionally applied
through foreign and security policies, such as sanctions
(e.g., Adriaensen & Postnikov, 2022; Olsen, 2022; Schild
& Schmid, in press; Schmitz & Seidl, 2023). However,
there are continued calls for “a more thorough aca‐
demic and intellectual debate about the intersection
of economics, security, and geopolitics” (Hellendoorn,
2023). The hypothesis of this article is that there has
been a rapprochement between the trade and security
paths due to a common ideational framework, strate‐

gic autonomy, exemplified through TDIs with security
objectives. The centrality of these instruments is also
emphasised in the 2023 European Economic Security
Strategy (EESS), especially the second pillar, aimed at
protecting against economic security risks (European
Commission, 2023a).

Our analysis draws on work by Daugbjerg and Kay
(2020) who distinguish between the ideational and
instrumental levels of policy. A policy pathway change
occurs when there is both displacement of the exist‐
ing idea(s) underpinning a policy, and alternative idea(s)
resulting in new instruments. This differs from policy
adjustment, which is when an existing instrument is
altered or recalibrated (changing the intensity of the
effect of the existing instrument; Daugbjerg & Kay, 2020,
p. 254). After discussing the evolution of trade pol‐
icy vis‐à‐vis security policy in the EU, we turn to the
ideational progression of strategic autonomy, from the
realm of traditional foreign policy to trade. We discuss
how the EU is assessing the LIO through the ideational
framework of strategic autonomy, followed by a presen‐
tation of where and how the interpenetration of eco‐
nomics and security aremanifest in new TDIs, supporting
our hypothesis.

2. Trade and Security Policies in the EU

EU foreign policy comes in multiple forms, executed by
different institutional actors using a variety of instru‐
ments across different regions. It can be divided into
four clusters: (a) the Common Foreign and Security Policy
(CFSP), (b) the Common Security and Defence Policy,
(c) external action (e.g., trade, enlargement policies), and
(d) internal policies with an external dimension (e.g.,
energy, climate, migration policies; Petri et al., 2020).
Traditionally, foreign policy refers to the first and second
cluster, where security is the main goal and an “inter‐
governmental logic” dominates, meaning that member
states are in control of policy decisions (e.g., unanim‐
ity rules in Council structures), with no, or very limited,
transfer of competences to the supranational EU level.
The other two clusters include policies with substantial
transfers of competences to the EU level, thus providing
institutional powers to the European Commission and—
to a limited extent on trade—the European Parliament
(Petri et al., 2020).

Trade policy is one of the few policy fields in which
the EU has state‐like competences (Gstöhl & De Bièvre,
2018). Extensive EU trade competences were in place
from the beginning of its economic integration, while a
nascent intergovernmental foreign policy arrived nearly
40 years later, with the 1991 Maastricht Treaty. Trade
policy was, from its inception, premised on the post‐war
rules‐based LIO and, in line with the General Agreement
on Trade and Tariffs, focused on non‐discrimination.
It developed its own organisational esprit de corps—
based on the idea that expanding trade and commercial
links was good for both economic growth and political
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stability (Roberts et al., 2019)—where its activities were
not easily influenced by other parts of the Europeanpolit‐
ical system (Bossuyt et al., 2020).

The Directorate General for Trade does not fall
under the competence of the European External Action
Service (EEAS), which carries out the intergovernmen‐
tal CFSP. However, the Treaty on the Functioning of
the European Union (TFEU) specifies that “the com‐
mon commercial policy shall be included in the con‐
text of the principles and objectives of the Union’s
external action”(Consolidated Version of the TFEU, 2012,
Article 207(1)). Thus, the EU’s external actions must also
be consistent with other policies, such as safeguarding
EU values, human rights, security, sustainable develop‐
ment, multilateral cooperation, and “the protection of
its citizens” (Consolidated Version of the TFEU, 2012,
Articles 3 and 21). In other words, the EU shall com‐
bine economic interest and political values in its exter‐
nal actions. Yet, the TFEU does not establish priorities
among these objectives and there is an institutional
divide. Subsequent security and trade strategies respec‐
tively mention each other, but linkages remained rather
vague (Bossuyt et al., 2013).

At the same time, the scope of EU trade policy
gradually widened to cover an array of policy mea‐
sures affecting regulatory affairs (e.g., coordinating stan‐
dards for public health or the environment, custom val‐
uation methods, the integration of trade in services
into international economic agreements, the growing
importance of intellectual property rules, public pro‐
curement, and attempts to limit ruinous subsidy races).
This met some opposition and pushback from mem‐
ber states, who felt the Commission began encroaching
on their turf of “traditional” foreign policy, for exam‐
ple on inbound foreign investment screening, where the
Commission ultimately acquired advisory power rather
than decision‐making authority (discussed in Section 4).
Conversely, the EU has long concluded bilateral agree‐
ments that extend beyond mere commercial purposes
(especially with neighbouring and developing countries),
where the objective has often been to help third par‐
ties’ development and stability (Ariel & Haftel, 2021). Yet,
the security‐related provisions were largely aspirational,
lacking monitoring and/or enforcement.

However, the fragmentation of the LIO has spurred
rethinking on whether and how EU trade policy can
and should serve geopolitical goals, economic inter‐
ests, and political values (European Commission, 2023a;
Lumet, 2022; Petri et al., 2020; Weinhardt et al., 2022).
The Commission recognises that “EU trade policy has to
take into account these global trends and challenges to
reflect the political ambition of a stronger Europe in the
world” (European Commission, 2021a, p. 3). A stronger
Europemeans an EU able to act alonewhen necessary to
defend its interests, and the 2021 EU trade strategy pro‐
posed revising and expanding TDIs in order to respond
quicker to international developments, counter unfair
trade practices, and safeguard its interests and values.

The 2021 trade strategy brought strategic autonomy—
an ideational framework that first emerged within the
intergovernmental foreign and security policy—into the
realm of trade policy.

3. The Strategic Autonomy Framework

Daugbjerg and Kay (2020, p. 258) define the ideational
level of a policy as the one that “refers to the basic
conception of how the world is and/or ought to be.”
It thus includes both a cognitive (how the world is) and
a normative (how it ought to be) dimension. The for‐
mer defines the nature of a policy problem and its
cause, thus providing a foundation for how to address
the problem. The normative dimension then defines
what policy action is morally appropriate. In our case,
strategic autonomy captures a recognition of a changed
global trade environment where power politics domi‐
nates, as well as ideas of how to appropriately respond in
order to exert influence and help restore the preferred,
rules‐based LIO.

The strategic autonomy narrative first emerged in
the traditional foreign policy domain, before spreading
into trade. We explore the amorphous concept, con‐
tinuously recognising that strategic autonomy’s evolu‐
tion from foreign policy and defence to trade reflects
a changed international environment and the increased
complexity of trade (e.g., Lavery et al., 2022; Schmitz &
Seidl, 2023). A changing environment affects the capa‐
bilities needed to act autonomously and achieving such
capabilities requires both a recognition of changes and a
willingness to respondbydeveloping andusing newcapa‐
bilities (Soifer, 2012).

The idea of strategic autonomy initially emerged in
the context of French national security policy in the
mid‐1990s, referring to “an ability to decide and to act
freely in an interdependent world” (Franke & Varma,
2019, p. 5; see also Lavery et al., 2022). European strate‐
gic autonomy was long perceived primarily as a French
idea of what would constitute a stronger Europe (one
less reliant on the US), but as the international environ‐
ment changed the idea gained traction (Lavery et al.,
2022), becoming an ideational framework for EU initia‐
tives and action.

In 2003, the EU saw the international environment
as “one of increasingly open borders,” in which “flows
of trade and investment, the development of technology
and the spread of democracy have brought freedom and
prosperity to many people” and where “global threats,
global markets and global media” required “an effec‐
tive multilateral system” (Council of the European Union,
2003, p. 36). By 2016, the EU’s Global Strategy reflected
a markedly different tone, where an “existential crisis,
within and beyond the European Union” demanded a
reassessment of strategies (EEAS, 2016, p. 7). While
“a rules‐based global order” centred around multilater‐
alism remained the preferred option, the EU had to be
ready to explore other options, and prioritise its own
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security, since “in this fragile world, soft power is not
enough” (EEAS, 2016, p. 44). More recently, the 2022
Strategic Compass conveyed an increasingly pessimistic
(realist) view, describing a world of “conflicts, military
build‐ups and aggressions,” where interdependence can
be “conflictual,” leading to “increasing attempts of eco‐
nomic and energy coercion” (EEAS, 2022, p. 10).

Two different external developments have driven
this rethink of EU foreign policy, the result of which
has been a gradual shift towards an EU foreign pol‐
icy that is less premised on a predictable, rules‐based
international order, and more open to political discre‐
tion and explicit concerns about security. The first is
the challenge to international organisations. Multilateral
institutions have become less able to deliver—in terms
of norm construction and enforcement—even when
enforcementmechanisms exist, as is the case of theWTO
(Kortunov, 2022). The Commission and the EEAS single
out two factors as undermining multilateral institutions:
“increasingly confrontational and unilateralist” relations
betweenmajor powers and “competing visions and agen‐
das on the global order” (European Commission, 2021b,
p. 1). In such a situation, “the EU needs to become more
assertive,” and more transactional if need be, because
“we cannot bemultilateralists alone nor only for the sake
of it” (European Commission, 2021b, p. 1).

A second development undermining key tenets of EU
foreign policy is the weaponisation of interdependence.
In a situation in which “unprecedented levels of interde‐
pendence” coexist with “continued jockeying for power,”
the capacity to “grant or deny access to networks under‐
lies several of the most important contemporary geopo‐
litical competitions” (Farrell & Newman, 2019, p. 43).
Many of the same areas and developments driving inter‐
dependence are also terrains on which attacks between
competing powers play out: “the internet, border con‐
trols, technology supply chains and [the] financial sys‐
tem” (Leonard, 2022, p. 4).

For the EU—itself an integration‐through‐law peace
project—to view interdependence as a potential threat
implies a big shift in its self‐perceived international
role. A succession of crises, such as Brexit, the Trump
presidency, Covid‐19, and the war in Ukraine, revealed
the EU’s vulnerability associated with interdependence.
These are “moments of truth” in which politics returns
and displaces the “normal predominance of rules‐based
decisions” (Hutter & Kriesi, 2022 p. 342). Likewise, Rieker
and Riddervold (2022, p. 460) find that although the EU
continues to “promote and safeguard the rules‐based
international order,” this tends to be “overlooked when
there is a widely felt perception that there is a secu‐
rity threat.” There is also growing support inside the
EU for dirigisme, downplaying the role of market forces
in sectors considered critical (Bora, 2023). These devel‐
opments have shaped the conditions under which
EU officials have thought about the adequacy of the
EU’s approach to international politics (cf. Matthijs &
Meunier, 2023; Weyand, 2023).

The European Council first referenced strategic
autonomy in 2013, in reference to enhancing the strate‐
gic autonomy of the European defence industry; this was
repeated by the Foreign Affairs Council in 2015 (Lavery
et al., 2022, p. 60). A modest statement of wider for‐
eign policy intentions followed in 2016, as the EU was
to have the “ability to act and cooperate with interna‐
tional and regional partners wherever possible, while
being able to operate autonomously when and where
necessary”(EEAS, 2016, p. 8). By 2018, Corentin Brustlein
(2018, as cited in Franke & Varma, 2019, pp. 5–6)
observed that:

For Europe, being strategically autonomous requires
the ability to set a vision of its role in its neigh‐
bourhood and on the world stage, to identify desir‐
able political goals, and to craft and implement plans
meant to achieve those, including through the use
of military force….The question is…what benefits can
be drawn from reaching higher degrees of European
autonomy in the political, operational, and indus‐
trial realms.

Member states remained divided on the geography and
functionality of strategic autonomy (Franke & Varma,
2019, p. 25). By 2020, the EU’s High Representative of the
European Union for Foreign Affairs and Security Policy,
Josep Borrell, began referencing the importance of eco‐
nomic security. He explained that strategic autonomy
entails the ability “to act according to one’s own values
and interests,” across all areas, including on “subjects of
an economic and technological nature,” and for this, “the
EU needs to learn to speak the language of power and
have the capacity to act autonomously when and where
necessary and with partners wherever possible.”(Borrell,
2020a). Thus, the need to develop autonomous capabil‐
ities now extended beyond defence and foreign policy.
Seeking to reassure states fearful of hurting the transat‐
lantic alliance, Borrell stressed that a “capable and strate‐
gically aware Europe is the best partner for the US—and
also what Europe itself needs” (Borrell, 2020b). By April
2023, he emphasised how “the Commission is impor‐
tant for EU foreign policy. Economic security is crucial to
our understanding of foreign policy, we need to include
economic security as formally part of our foreign policy”
(European Union, 2023).

On the Commission’s side, the idea of acting
autonomously, outside of or in addition to the inter‐
national institutionalised system of trade rules—that is,
where the WTO is incapacitated, takes too long, or lacks
authority to act—grew incrementally (Schmitz & Seidl,
2023). The 2015 trade strategy focused on free trade
andmanaging globalisationwith existing capabilities and
an unaltered international system. By late 2019, the
Commission began using strategic autonomy in refer‐
ence to commercial policy (Damen, 2022), and by 2021
the EU’s trade strategy revealed a clear shift in dis‐
course, underpinned by a paradigmatic pendulum swing
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towards a new balance between managing globalisation
(liberal) and trade‐as‐foreign‐policy (realist; Eliasson &
Garcia‐Duran, 2023; Schmitz & Seidl, 2023). The focus
was now on building resilience and strengthening the
EU’s autonomy; as a director at the Directorate General
for Trade emphasised, the EU’s 2021 trade strategy was
a “deliberatively strategic document…on how the EU
places itself in a geopolitical environment” (Amsterdam
Institute for Social Science Research, 2022).

In reference to trade, strategic autonomy was pref‐
aced with an oxymoronic “open” in order to assuage
liberal‐minded Northern Europeans that the EU was
not pursuing protectionism; this also allowed sufficient
strategic ambiguity to enable a consensus behind the
concept (Gehrke, 2022; Schmitz & Seidl, 2023, pp. 5–6).
The EU remains committed to pursuing market open‐
ing through trade agreements and upholding trade rules
(both multilateral and unilateral) in WTO‐compatible
ways, but also insists that new autonomous trade
instruments can help protect open and fair commer‐
cial exchange and safeguard economic interests (Lumet,
2022). The rebalancing represented through the trade
strategy also signals an attempt at merging ideal‐type
approaches to decision‐making under conditions of
uncertainty and change: the principled (favouring both
a rules‐based trading order and improved resilience)
and the pragmatic (experimentingwith new instruments;
Boin & Lodge, 2021).

Kuang et al. (2023) identify the EU’s discourse
on strategic autonomy as initially referring to action
independent of the US and the transatlantic alliance,
while later moving into a “muscular interpretation of
‘assertiveness’ ”(p. 24). Assertiveness, awillingness to use
available tools to strengthen and safeguard economic
security, is central to strategic autonomy (European
Commission, 2021d), and re‐emphasised in the 2023
EESS (the latter explicitly builds on the 2021 trade
strategy and related documents; European Commission,
2023a, p. 3). Economic success and security concerns
now jointly occupy officials’ focus as they attempt “to
control, to shape, or to manipulate certain economic
links in the interest of notions of economic security or
national security—or, indeed, autonomyand sovereignty”
(Roberts et al., 2019, as cited in Gehrke, 2022, p. 65).

In analytical terms, there has thus been a change in
how the EU sees theworld andwhat it needs to do.While
the EU continues to believe that the world should be
based on common rules andmultilateralism (its strategic
autonomy is linked to “open”), it is now more assertive
and includes security concerns in all aspects of EU foreign
policy, including trade. This ideational change is reflected
in some of its new TDIs; instruments also justified in
the EESS.

4. The New SecurityTrade Instruments

The instrumental level of a policy, as defined by
Daugbjerg and Kay (2020), includes both instruments

and instrument settings (effects). The first “sets out the
operational policy objectives and strategies for attain‐
ing them—the composition of policy instruments” while
the second “refers to the calibration of the instruments”
(Daugbjerg & Kay, 2020, p. 258). To confirm the instru‐
mental change, we identify the creation of new EU trade
policy instruments, in addition to alterations or recalibra‐
tions of existing ones; these instruments all address secu‐
rity concerns.

The call for new instruments grew alongside the
incorporation of strategic autonomy in the trade vernac‐
ular. In 2016, the German government and business com‐
munity, long hesitant to criticise China for fear of retalia‐
tion, became concerned with China’s aggressive tactics
when the Chinese Media Group (a state‐owned firm)
acquired the world‐class robot company Kuka (Schild
& Schmid, in press). Germany revised its investment
screening regulations in 2017 and 2018, and, along with
Italy and France, called for EU‐level investment screening
(Schild & Schmid, in press). By 2019, German business
groups openly called for new instruments to deal with
China’s behaviour, and the French and German govern‐
ments wanted a new EU industrial policy (Kalimo et al.,
2023, p. 5). The Commission also recognised concerns
with China (European Commission, 2019b) and the need
for new tools, and included several proposals for new
instruments in its 2020 communication on “a new indus‐
trial strategy for Europe.”

The 2021 trade strategy (Open, Sustainable, and
Assertive Trade Policy; European Commission, 2021a)
is the first trade strategy where security concerns are
important, but the language is carefully balanced to
avoid conveying the idea that EU trade policy is (strictly)
a geopolitical tool (Eliasson & Garcia‐Duran, 2023), even
as it acts in a world of power politics. It recognises,
much like extensive academic research, that interde‐
pendence can be weaponised, and that the EU must
defend its interests and values with new instruments
(De Ville, 2022; Schild & Schmid, in press). The Open,
Sustainable, and Assertive Trade Policy emphasises revis‐
ing and expanding the EU’s “toolbox as necessary to
defend itself against unfair trading practices or other hos‐
tile acts” (European Commission, 2021a, p. 10).

The result is an extensive and diverse trade toolbox
(Erixon et al., 2022). These instruments all—to some
degree—overlap economic and security interests, with
no consensus on their categorisation, as exemplified
by Gehrke (2022) who divides instruments into groups
according to whether they address economic distortions,
economic coercion, sustainability and infrastructure, or
supply resilience (cf. Jacobs et al., 2023). Meanwhile,
Danzman and Meunier (in press) categorise them as
either offensive or defensive, and sanctions or induce‐
ments. Taking into account our objective, we divide the
TDIs (see Table 1) between those that primarily seek
to manage globalisation (uphold free and fair trade,
while supporting a combination of greening technol‐
ogy, sustainability, and unfair trade practices), and those
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primarily targeting perceived security risks (economic
and technological).

Both categories include TDIs which are recalibra‐
tions of old instruments and completely new instru‐
ments. We recognise, that in addition to TDIs, there
are other instruments (e.g., the Green Deal, Regulation
on Deforestation‐Free Products, Critical Minerals Act,
Digital Markets Act), forums (e.g., Trade and Technology
Councils with the US and India respectively), and strate‐
gies (e.g., on global standard‐setting) that all in differ‐
ent ways affect commercial relations with other actors.
However, here we focus on the TDIs aimed at address‐
ing security concerns. We do this for two reasons: First,
we are interested in instruments that straddle trade and
security; second, according to the EESS, the Commission
considers these instruments part of a “holistic approach”
to “protect our essential security interests” (European
Commission, 2023a, p. 11).

The Open, Sustainable, and Assertive Trade Policy
emphasises the importance of protecting itself from
“coercive action by third countries” and “distortions
caused by foreign subsidies on the EU’s internal mar‐
ket” (European Commission, 2021a, p. 22) while limiting
the transfer of technology to third countries (European
Commission, 2021a, p. 19). To this effect, export control
regulations were updated, both the FSFDI and Foreign
Subsidy Regulationwere approved, and an Anti‐Coercion
Instrument (ACI) was agreed in June 2023. The first is
becoming an instrument to control access to certain
technology, the second a method of screening invest‐
ments threatening the single market and/or security,
the third entails a coordinated transfer of competences
to the Commission to control foreign acquisitions of
EU firms, while the last ensures shared competency
with the Council. All these new instruments provide the
Commission with extensive powers, further embedding
EU trade practices in the logic of power politics.

The Commissioner for the Internal Market, Thierry
Breton, has often emphasised that Europe is facing a
technology war between the US and China; there is a
new global balance of power, and the EU must respond

with greater realism to ensure its sovereignty and the
EU collective security (Breton, 2022). Export controls are
perhaps the most classic trade instrument available to
member states, and they have traditionally controlled
exports of dual‐use products, that is, goods or technolo‐
gies that can have both civilian and military applica‐
tions, with the justification of upholding commitments
to non‐proliferation (Mola, 2023, p. 124). Yet, the regu‐
lation was revised in 2021 to “better address risks asso‐
ciated with the rapidly evolving security, technology,
and trade environment with a particular focus on the
exports of sensitive, emerging technologies” (European
Commission, 2023a, p. 10).

While enforcement and (potential) fines remain with
member states, cross‐border effects are evident in that
the regulation now permits a member state to imple‐
ment export controls solely based on another EU state’s
legislation. The EESS explains that to improve “effective‐
ness and efficiency” (read: prevent or reduce threats
to European values and interests), the Commission will
present additional reforms to export controls by the end
of 2023, including restrictions or bans on the exports
of “enabling and transformative” technology (European
Commission, 2023a, p. 5). This will be done along‐
side intra‐EU “promotions” (read: state aid) to develop
such technology in the EU. Furthermore, the High
Representative of the European Union for Foreign Affairs
and Security Policy andmember states “will enhance the
Single Intelligence Analysis Capacity,” a member State
coordinating body for sharing civil and military intelli‐
gence, to better “detect threats to EU economic security”
(European Commission, 2023a, p. 6). Thus, to ensure
“Europe is a player, not a playing field” (Michels, 2021, as
cited in Kuang et al., 2023, p. 15), the EU is now shifting
the focus from only products and services traditionally
applied to national security to economic and technologi‐
cal security writ large.

Safeguarding European innovation and technology in
sensitive areas, and, with that, security interests, also
played a major role in toughening the stance on invest‐
ment screening. Although foreign direct investment is

Table 1. EU trade instruments.

For managing globalisation To address security concerns

TDIs, updated in 2017 and 2018 Framework for Screening Foreign Direct Investments (FSFDI),
in force since 2020

Enforcement Regulation, updated in 2021 Foreign Subsidy Instrument, in force since July 2023

Carbon Border Adjustment Mechanism, in force from Export Controls, updated in 2021
October 2023

Corporate Due Diligence, proposed in 2022, tentative Anti‐Coercion Act, trialogue agreement in June 2023
agreement in 2023

International Procurement Instrument, in force since
August 2022
Source: Authors’ work based on European Commission (n.d.).
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an EU competency, portfolio investments remain the
purview of member states (Court of Justice of the
European Union, 2017). The Commission initially (2012)
proposed an EU‐level FSFDI, but member states argued
that the Commission encroached on their turf of domes‐
tic policies and security, and multiple efforts to revise
the proposal floundered over the following years (Schild
& Schmid, in press). Rather than exclusive competency,
the adopted FSFDI (European Parliament and the Council
Regulation of 19 March 2019, 2019) left the Commission
with advisory and coordinating power (Sattorova, 2023).

Member states remain responsible for safeguard‐
ing their own national security interests (European
Parliament and the Council Regulation of 19March 2019,
2019, Article 1), but “the new framework places the
Commission at the heart of a transnational information‐
sharing system” (Sattorova, 2023, p. 706). This ensures
a “structured dialogue” (Lavery et al., 2022, p. 70) that
allows the Commission to assess the security risks to
the EU as a whole (cf. European Commission, 2019a).
Now “member states should take utmost account”
of the Commission’s opinion on investments affecting
EU‐funded projects or programs, and must justify in writ‐
ing any decision that does not follow the Commission’s
advice (European Parliament and the Council Regulation
of 19 March 2019, 2019, Article 19). Articles 26 and
63 of the TFEU prohibit laws preventing capital move‐
ments for reasons other than security and public order,
so the FSFDI cannot assess the economic costs and ben‐
efits of an investment, only its effect on security and
public order (Articles 7 and 8). However, the regulation
defines security in broad terms (cf. Article 4; Meunier,
2022; Sattorova, 2023, pp. 706–707). Additionally, and
citing growing security concerns with technology trans‐
fers through EU firms’ outbound investments (an area
unregulated at the EU level and where firms’ actions
are only restricted by sanctions agreed upon by mem‐
ber states), the EESS justifies the Commission’s intention
to propose outbound investment controls by the end of
2023 (European Commission, 2023a, p. 11).

Meunier (2022, p. 3) notes that “the success of the
EU ISM [Investment Screening Mechanism] has paved
the way for the subsequent creation of other commer‐
cial instruments at the border between trade and secu‐
rity.” The Foreign Subsidies Regulationwas a complement
to the FSFDI (European Commission, 2021c). Foreign sub‐
sidies may inflate and distort the price a foreign firm
can pay for an acquisition or investment, or enable it to
compete unfairly in public procurement bids (Luja, 2021;
see also Danzman & Meunier, in press). Beyond levelling
the commercial playing field, and designed with China
in mind, the regulation is intended to minimise poten‐
tial security risks. The Commission is provided further
tools regarding foreign investment by preventing sub‐
sidised foreign entities (including state‐owned or state‐
supported) from acquiring EU firms with sensitive tech‐
nology and intellectual property that could be used
against, or to exert pressure on, member states or the

EU (Danzman&Meunier, in press; European Commission,
2021c, Articles 1–6), justifications also used for the FSFDI.

The ACI is explicitly designed to deter third coun‐
tries from weaponising commercial interests for the pur‐
pose of influencing political decisions. Coercion is defined
as “a third country applies or threatens to apply a
third‐country measure affecting trade or investment in
order to prevent or obtain the cessation, modification
or adoption of a particular act by the Union or a mem‐
ber state” (European Parliament, 2023, Article 2). Several
countries’ (e.g., the US and China) use, or potential use,
of economic tools for political ends provided the impe‐
tus for the instrument (cf. Gehrke, 2022, p. 71). Such con‐
cernswere further validatedwhen China imposed import
bans on certain Australian goods in response to its sup‐
port for an investigation into the origin of Covid‐19, and
all Lithuanian goods after the country allowed Taiwan to
open an official office in Vilnius (Biukovic, 2023).

The ACI addresses coercion not covered by the
WTO, nor addressed by any other international organ‐
isation (Biukovic, 2023, p. 2). The instrument is “com‐
plementary to other, more structural initiatives [the
Union’s Industrial Strategy of May 2020] to enhance the
resilience of the Union economic and financial system to
various forms of external pressure” and “shall be consis‐
tent with the Union’s overall external policy” (European
Commission, 2021d, p. 2).

The ACI is justified under international public law,
referring to measures affecting the core functioning of
a state (Biukovic, 2023; European Parliament, 2023).
However, some legal analyses indicate that theACIwould
have to be justified under the WTO’s security exception
(WTO, 2023, Article XXI; see also, e.g., Fernández Pons,
2022). WTO panels have twice decided that Article XXI is
judiciable and not entirely self‐judging; the US wants to
exclude security invocations from all adjudication, while
the EU rejects such unfettered exceptions (e.g., Mola,
2023, p. 121).

The EU recognises the “special nature of national
security interests” but argues that many such circum‐
stances can be assessed (Permanent Mission of the
European Union to the WTO, 2023). This leaves little
room for compromise on a reformed Appellate Body
(Petersmann, 2023), which in turn means it is unlikely
that the EU’s criteria for coercion will be challenged
under a redefined WTO definition of national secu‐
rity. Even so, the EU continues pushing for a reformed,
functioning Appellate Body, since “in a geopolitical
world…[you] can’t have a rules‐based system without
a functioning dispute system” (Amsterdam Institute for
Social Science Research, 2022).

In addition to the plethora of activities that can
be deemed coercive, and the extensive list of poten‐
tial retaliatory measures, the ACI also merges two dif‐
ferent decision‐making processes: intergovermentalism
and unanimity (for the CFSP) and supranationalism and
exclusive competence (trade). Heretofore all decisions to
use sanctions to obtain political foreign policy objectives
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(such as sanctions against Russia after its 2022 invasion of
Ukraine) have been adoptedby unanimity under theCFSP.
The Commission’s initial proposal would also have tilted
power over sanctions to the Commission, but member
states rejected that idea. The final ACI agreement stipu‐
lates that a member state may complain about coercion
to the Commission, which has fourmonths to investigate,
after which the Council has 10 weeks to decide, through
an implementing act, whether coercion occurred. This
decision is taken using qualified majority voting rather
than unanimity, another sign of the “commercialisation
of foreign policy” enhancing the Commission’s power
in guiding policy (Meunier, 2022, p. 9). The Union, the
Commission, or member states then engage the third
country in consultations, negotiations, or mediation to
resolve the issue or seek compensation for damages
(European Parliament, 2023, Preamble Points 21 and 22,
Articles 6–7). In doing so, the Commission can use other
instruments under its authority induce a cessation of
coercion (Preamble Point 25). If such engagement fails,
the Commission draws up trade‐related countermea‐
sures, which have to be approved by the Council through
an implementing act under the examination procedure
(Articles 5 and 18), unless there are imminent threats
of irreparable damage, at which point the Commission
can unilaterally adopt an implementing act of limited
duration (Preamble Point 35). This leaves member states
with de facto veto rights over the Commission’s findings,
thereby defining what constitutes coercion. However,
states may be reluctant to question each other’s claims
for fear of ending up on the receiving end in the future,
thus the Commission’s findings will—very likely—be
determinant. This—notwithstanding other provisions—
significantly enhances executive power in an area tradi‐
tionally run bymember states, intertwining foreign policy
and economic interests.

5. Conclusion

The EU’s political purpose and institutional structure
were neither intended nor configured for power pol‐
itics. However, the return of power politics and the
increased weaponisation of trade has forced a rethink
in Europe. While at the ideational level, the EU’s pref‐
erence remains a rules‐based, multilateral trading sys‐
tem, there is now an embrace of (some form of) strate‐
gic autonomy, represented at the instrumental level by
new and recalibrated TDIs. As De Ville (2023, p. 3) like‐
wise observes, “having failed to create a world in its own
image [rules‐based], the EU has recently reinforced an
arsenal of trade defence instruments to protect itself.”

There is cross‐fertilisation of the EU’s areas of exter‐
nal relations, with security concerns permeating trade
and traditional foreign policy, accompanied by increased
Commission powers to both protect Union interests and
retaliate against threats. An EU strong enough to deter or
alter another country’s policies (through new TDIs, espe‐
cially the ACI) could also be seen as providing a global

public good by upholding norms and limiting the appli‐
cation of trade restrictions in pursuit of political goals
(Kalimo et al., 2023, p. 19).

In its quest for strategic autonomy, the EU has also
moved closer to the American and Chinese approaches
of employing trade tools and industrial policy to pur‐
sue non‐commercial objectives. However, key differ‐
ences remain vis‐à‐vis American or Chinese trade poli‐
cies (Bacchus, 2022; Eliasson et al., 2023; Schild &
Schmid, in press). The EU’s instrumental shift has not
been accompanied by a complete normative shift to
realpolitik (Schmitz & Seidl, 2023); the primary purpose
of European TDIs remains defensive, to deter not attack.
This comports with De Ville et al. (2023, p. 34) who
note that EU “trading rules are modified but in pur‐
suit of internationally‐accepted policy objectives,” and
Danzman and Meunier (in press) who characterise the
EU as a reluctant geopolitical player.

Importantly, the EU’s normative preference remains
a return to a rules‐based international trading system,
which is “the cornerstone of a system which protects
everyone from arbitrary discrimination” because “a frag‐
mented trading system based on power relations will
harm everybody” (Lumet, 2022; Valero, 2021). In both
the Open, Sustainable, and Assertive Trade Policy and
the EESS, the Commission continues to support eco‐
nomic openness (fair and rules‐based trade and invest‐
ments), and reforms to theWTO (European Commission,
2021a, 2023a).

However, Danzman and Meunier (in press) question
the possibility of reconciling geoeconomic instruments
(even defensive ones) with an open economy in an envi‐
ronment where economic interdependence and integra‐
tion are viewed with suspicion. Tools aimed at “merely”
managing globalisation, for example the Carbon Border
Adjustment Mechanism (Table 1), have been criticised
for being restrictive. China’s 2023 Foreign Relations Law
(aimed at countering anything deemed “detrimental to
Chinese interests”) was in part a response to the ACI;
the US Congress is discussing an act to counter economic
coercion. Both the US and China have raised the possi‐
bility of further retaliation against what they perceive
as “aggressive” EU trade policies (Eliasson et al., 2023;
Krukowska et al., 2023).

The EU may be less keen on geopolitics than its main
competitors, but the security logic central to its quest
for strategic autonomy will guide policies for the fore‐
seeable future. The empirical implications of the EU’s
attempts at greater strategic autonomy will depend as
much on how the Commission uses its discretionary pow‐
ers in security‐focused TDIs as on how the targeted enti‐
ties respond—an interplay destined to be the subject of
future research.
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and opposition to further political integration in the EU, they may be forced to prioritize one over the other when they
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1. Introduction

In February 2017, the German, French, and Italian min‐
isters of economy (Brigitte Zypries, Michel Sapin, and
Carlo Calenda) sent a public letter to the EU trade com‐
missioner, Cecilia Malmström, to promote the creation
of an investment screening mechanism at the European
level that could enable the screening and eventually
the blocking of foreign takeovers (Bundesministerium
für Wirtschaft und Klimaschutz, 2017). In the face of
the realization that rising inward FDIs originating from

non‐democratic and non‐security allies, such as China,
pose significant political challenges, the three largest
EU member states (MSs) joined ranks in supporting
what Schimmelfennig (2021) defined as a strategy of
“external re‐bordering”: Strengthening the closure and
capacity control of the EU’s external economic bor‐
ders with a view to both maintaining openness in
the internal market and developing the capacity to
assert itself in a changing and more geo‐politicized
international investment landscape. In May 2017, the
European Commission (2017) declared its willingness to
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work toward such a pan‐European investment screen‐
ing framework.

However, roughly two years later, these ambitions
were significantly watered down. The Regulation of the
European Parliament and of the Council of 19 March
2019 (2019) established a framework that: (a) set
out basic standards for investment screening, (b) cre‐
ated an information‐sharing network between MSs, and
between them and the European Commission, and
(c) allowed the European Commission to issue opinions
in cases in which it believes one investment threatens
security and public order in one or more MSs. While
such regulation represented an important first step in
the process of creating an EU investment screening
regime (Schill, 2019), it did not create a truly inde‐
pendent screening mechanism at the EU level, leaving
EU MSs completely in charge of the final decision on
whether or not to screen a given investment. As Chan
and Meunier (2022, p. 7) argue, “the new framework
falls short of a binding supranationalmechanism…talking
about a single screeningmechanism is a misnomer….The
new framework is meant to complement national mech‐
anisms rather than replacing themor superseding them.”
The adoption of the EU’s framework for screening foreign
investments played a key role in stimulating the adop‐
tion and strengthening of national investment screen‐
ing mechanisms across EU MSs (Bauerle Danzman &
Meunier, 2021). Hence, rather than triggering a process
of external re‐bordering by strengthening the EU’s capac‐
ity to control its external economic borders, the initiative
stimulated a process of internal re‐bordering whereby
EUMSs bothmaintained and reinforced their capacity to
control inward FDI.

The evolving negotiating stance of the Italian govern‐
ment on the EU investment screening sheds light on this
tension between external and internal EU re‐bordering
to navigate the geopoliticization of European trade
and investment policy (Chan & Meunier, 2022; Lavery,
2023; Sandholtz & Zysman, 1989; Schimmelfennig, 2021;
Schmitz & Seidl, 2023). While France and Germany
remained coherent in their initial support for this pol‐
icy initiative, the Italian government changed its pol‐
icy stance dramatically in the two years of negotiations
that led to the adoption of the EU investment screen‐
ing mechanism. Indeed, one year after the joint letter
was sent to the European Commission, the Italian gov‐
ernment threatened to impose a veto during the nego‐
tiations for the adoption of such an investment regime
and then abstained in the European Council vote. In a
few months, the Italian government changed position
dramatically, shifting from leading supporter to staunch‐
est opposer of this policy initiative. This change of posi‐
tioning was decisive in shaping the outcome of the nego‐
tiations because it weakened the power of the coalition
of the MSs supporting an ambitious supranational solu‐
tion and, concomitantly, strengthened the coalition of
governments fearing a “Brussels power grab” (Schmitz
& Seidl, 2023).

What caused the timing and content of the Italian
government’s changing negotiating stance? Existing
explanations are ill‐equipped to account for the
observed shift in the negotiating position of the Italian
government. For one, much of the scholarship is on the
effects of these investment screeningmechanisms rather
than on their causes (Dimitropoulos, 2020; Lenihan,
2018; Schill, 2019). The works that investigate the deter‐
minants of these institutions tend to develop explana‐
tions that highlight the long‐term changes in the soci‐
etal and cultural conditions that may make governments
generally more prone to screen foreign investments. For
instance, borrowing from the growing literature on mass
politics and the globalization backlash (De Vries et al.,
2021; Norris & Inglehart, 2019; Walter, 2021), some
works suggest that the recent proliferation and tight‐
ening of FDI screening mechanisms in many advanced
economies may reflect public opinion’s hostility towards
particular subsets of foreign countries (Chilton et al.,
2020), the preferences of organized business groups fear‐
ing foreign investors’ increased penetration of domestic
markets (Bauerle Danzman, 2019), or a paradigmatic cul‐
tural shift towards a more geo‐politicized foreign eco‐
nomic policymaking in an international environment
increasingly dominated by great power rivalries (Helwig,
2022; Meunier & Nicolaidis, 2019). While all plausible,
these arguments struggle to explain the sudden shift in
the position of the Italian government: Economic inter‐
ests, public opinion, and geoeconomic concerns can
hardly have changed so dramatically in the course of
a few months, causing such a short‐term and dramatic
change in policy stance. Finally, more specific works
investigating the preferences of EUMSs on the EU invest‐
ment screening mechanism have only considered the
initial (supportive) position of the Italian government
without taking into account subsequent changes in posi‐
tion (Chan & Meunier, 2022).

In this article, we develop an explanation that
stresses how two factors combined to produce these
puzzling outcomes. First, we stress the role of political
parties as drivers of governments’ foreign economic pol‐
icy choices. Differently from standard political‐economy
approaches conceiving of governments’ choices as a
function of the preferences and patterns of politi‐
cal mobilization of organized societal actors (Bauerle
Danzman, 2019; Chilton et al., 2020), we show that
the preferences of both governing political parties cru‐
cially shaped Italy’s evolving stance on this important
foreign economic policy issue. Second, we highlight the
implications of the tension that exists between two
different “varieties” of anti‐globalism. In the European
context, self‐proclaimed anti‐globalist political parties
usually combine a traditional critique of globalization,
i.e., an opposition to global market opening and a cri‐
tique of European integration, i.e, an opposition to fur‐
ther market opening and political integration in the
EU. These two varieties of anti‐globalism may prove to
be incompatible, and these parties may, therefore, be
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forced to prioritize one anti‐globalism at the expense of
the other.

This can be clearly seen when externally induced
pressures compel EU governments to redefine bound‐
ary configurations of the internal market. In the face of
unprecedented flows of inward FDIs, EU MSs faced a
choice between two strategies: strengthening the capac‐
ity to screen foreign investments at the EU or the MS
level. Such a choice confronts EU MSs with a clear
trade‐off. A strategy of external re‐bordering entailing
the creation of a truly supranational investment screen‐
ing mechanism would make the EU more capable of
asserting itself in the changing geopolitical international
investment landscape. However, it would simultaneously
limit the autonomy and room for maneuver of each MS.
Conversely, a strategy of internal re‐bordering consisting
of strengthening the screening capacity at the MS level
would allow each MS to retain autonomy. However, it
would be relatively less effective in strengthening border
control capacities. While the former strategy is prefer‐
able from the perspective of a traditional critique of glob‐
alization, it is also incompatible with the anti‐European
variant of anti‐globalism. In short, the co‐existence of
different varieties of anti‐globalism generates tension
as to whether externally induced pressures to rede‐
fine boundary configurations in the EU should result
in external or internal re‐bordering strategies. In this
particular case, we show that the Italian anti‐globalist
parties’ choice to prioritize anti‐Europeanism over tra‐
ditional anti‐globalism led them to oppose a strategy
of external re‐bordering in favor of one of internal
re‐bordering through the strengthening of the domestic,
rather than the European, capacity to screen inward FDIs.
Paradoxically, therefore, the most anti‐globalist govern‐
ment in the EU’s political landscape ended up supporting
a policy strategy that ultimately weakened the EU’s bar‐
gaining power in investment negotiations with econom‐
ically powerful countries, such as the US and China, as
well as its ability to become an effective global role as a
rule‐maker in international investment politics.

This article makes three main contributions. First, it
directly addresses one of the key research questions
addressed in this thematic issue, namely, how domes‐
tic and international geopolitical dynamics affect trade
and investment politics in the EU. More specifically, we
highlight that party politics can play a crucial role in
shaping how EU MSs define their preferences and then
their negotiating stance regarding the evolution of these
policy regimes. Second, this article fills a gap in the
empirical literature on Italian trade, investment, and
foreign policy. While most studies on the yellow‐green
government (yellow for the Five Star Movement and
green for the Lega Nord) have focused on their abil‐
ity (or inability) to take back control over national
sovereignty and their negative attitudes towards glob‐
alism and the EU (Cladi & Locatelli, 2020; Coticchia,
2021; Giannetti et al., 2020; Giurlando, 2021), no study
has so far stressed the implications of the existence

of different varieties of anti‐globalism within that gov‐
ernment coalition. Moreover, these arguments could be
used to examine other case studies besides Italy, where
self‐proclaimed anti‐globalist parties are in government.
Third, and more generally, the article encourages the
literature on globalization backlash, economic nation‐
alism, geoeconomics, and the embryonic literature on
investment screening mechanisms to focus on the dif‐
ferent “varieties of anti‐globalism” and how they impact
the EU’s role as an international economic actor. In a
recent communication, the European Commission out‐
lined a European Economic Security Strategy in which it
explicates the need to start systematically protecting the
European economy from commonly identified economic
security risks arising from new geopolitical and techno‐
logical realities (European Commission, 2023). Our arti‐
cle suggests that such a process of redefining the EU’s
role as an international economic actor will be crucially
affected by which variety of anti‐globalism becomes
dominant across different EU MSs in the coming years.

The article is structured as follows. First, we outline
the building blocks of our argument. Second, we dis‐
cuss different sets of illustrative evidence to support it.
The empirical analysis is based on an extensive reading of
primary and secondary sources, complemented by inter‐
views with Italian and European politicians and execu‐
tives involved in the negotiations on the EU investment
screening mechanism. We conclude by summarizing the
key findings and discussing avenues for further research.

2. The Argument

Why did the Italian government’s position shift dramati‐
cally in the course of a few months? Why did Italy turn
from enthusiastically supporting an independent and
supranational EU investment screening mechanism to
strongly opposing it? In trying to make sense of this puz‐
zling observation, we develop an explanation that com‐
bines two sets of arguments.

First, we advocate for a focus on the preferences of
the various political parties that supported the Italian
government throughout the period considered. Existing
works highlight that many advanced democracies are
experiencing a backlash against globalization through a
growing popular skepticism about the merits of glob‐
alization, open trade, and investment policies (Chilton
et al., 2020). As already mentioned, this line of reason‐
ing has limited ability to account for the precise timing
of the shift in negotiating position of the Italian govern‐
ment, particularly considering how suddenly it materi‐
alized. Moreover, given their high level of technicality,
there are good reasons to be skeptical about mass pol‐
itics’ potential to drive specific investment screening pol‐
icy choices (Bauerle Danzman, 2019). However, while
public opinion itself could not have caused such a change
in negotiating stance, it may have provided the back‐
ground conditions for political entrepreneurs to try and
capitalize on public discontent to increase their electoral
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support. More specifically, we suggest that the rise of
anti‐globalization sentiments in the Italian public was
important because it generated powerful incentives for
political parties to take clear policy stances on the EU
investment screening framework, an otherwise obscure
policy issue. As widely noted, issue salience, which is a
function of how much public opinion cares about par‐
ticular policy issues, incentivizes parties to take strong
positions on certain policy issues to increase their align‐
ment with citizens and, hence, their chances of electoral
success (Klüver & Spoon, 2016). The literature on invest‐
ment screening mechanisms has paid little attention to
the weight of national preferences in setting EU invest‐
ment screening (but see Chan &Meunier, 2022), nor has
it focused on analyzing the preferences of political par‐
ties on this important issue. We argue that the politi‐
cal preferences of the parties supporting the different
coalition governments in office crucially explain why the
Italian negotiating position on this key foreign economic
policy initiative changed so abruptly and dramatically in
just a fewmonths.More specifically, we contend that the
formation of a coalition government supported by the
LegaNord and the Five StarsMovement in 2018was deci‐
sive in determining this sudden and marked shift away
from the status quo of support for the EU investment
screening mechanism.

Second, we argue that understanding how politi‐
cal parties’ preferences translated into policy choices
calls for a conceptual distinction between two differ‐
ent “varieties” of anti‐globalism. In the European con‐
text, anti‐globalism often comes in two different forms,
which are usually combined. On the one hand, pop‐
ulist and radical‐right parties tend to support tradi‐
tional anti‐globalist policy platforms, favoring greater
market closure for both trade and investments (Poletti,
2022). In this variety, anti‐globalism denotes a significant
decrease in partisan or policy support for globalization
that calls for a reduction of the patterns of national inte‐
gration in the global economy. On the other hand, such
parties are also skeptical of European integration. In this
variant, anti‐globalism implies support for policy initia‐
tives that either block or weaken the EU’s political, eco‐
nomic, and cultural integration processes (Ivaldi et al.,
2017). While these two variants of anti‐globalism often
go hand in hand with the policy platforms of European
anti‐globalist parties, pursuing them simultaneouslymay
prove difficult or, sometimes, even impossible.

Reducing EU MSs’ exposure to the vagaries of glob‐
alization confronts these political parties with a choice
between twopossible courses of action.On the onehand,
they could achieve this objective by engaging in a strategy
of external re‐bordering, implying the strengthening of
the EU’s capacity to close and control its external bound‐
aries by delegating new competencies at the EU level.
In the context of this discussion, this would imply the cre‐
ation of a truly supranational mechanism for screening
inward investment. On the other hand, they could do so
through a strategy of internal re‐bordering whereby pro‐

tection from the vagaries of globalization comes in the
form of a strengthened capacity to control economic bor‐
ders at the level of individual MSs rather than at the level
of the EU as a whole (see Schimmelfennig, 2021).

The former strategy is potentiallymore effective than
the latter. The EU has historically been able to exer‐
cise substantial influence and act as an effective global
rule‐maker in global economic governance: the large
size of its domestic economy conferred its huge bargain‐
ing power in international economic negotiations and
enabled it to become an effective global rule‐maker in
global economic governance (Damro, 2012). Therefore,
compared to a strategy of internal re‐bordering based
on the strengthening of screening capacities at the level
of MSs, creating a supranational mechanism for screen‐
ing inward FDIs could be expected to maximize the EU’s
ability to assert itself in international investment poli‐
tics. At the same time, a strategy of external re‐bordering
implies a loss of autonomy for the MS. The strengthen‐
ing of boundary control capacities at the level of the
MS may make the EU less capable of weighing in inter‐
national investment relations. However, it enables each
MS to retain autonomy in formulating the appropriate
responses to external shocks. In short, external pressures
calling for boundary reconfigurations confront EU gov‐
ernments with a fundamental trade‐off between effec‐
tiveness and autonomy: external re‐borderingmaximizes
the former, while internal re‐bordering the latter.

This discussion is relevant in this context because
it highlights the importance of the conceptual distinc‐
tion between different types of anti‐globalism. Our dis‐
cussion suggests that anti‐globalist parties’ stances on
whether to cope with externally induced shocks through
strategies of external or internal re‐bordering largely
dependonwhich variety of anti‐globalismprevailswithin
them.While traditional variants of anti‐globalism should
be more conducive to support for strategies of exter‐
nal re‐bordering strengthening the EU’s power in inter‐
national investment politics, anti‐European variants of
anti‐globalism should trigger greater support for strate‐
gies of internal re‐bordering granting MSs more auton‐
omy in coping with globalization‐induced economic pres‐
sures. These two strategies can often be incompatible
since the strengthening of internal border control capac‐
ity tends to weaken the prospects for successful external
re‐bordering and vice versa.

How European anti‐globalist parties translate their
policy preferences into policy choices can, therefore, be
conceived as a function of how political contingencies
lead them to prioritize these two different forms of
anti‐globalism at particular points in time. Where tradi‐
tional anti‐globalism prevails, we should expect it to pro‐
duce support for strategies of external re‐bordering that
increase the EU’s ability to close and control access to its
economic space. In the case anti‐Europeanism predom‐
inates, we should anticipate it to stimulate support for
strategies of external re‐bordering, resurrecting barriers
to economic exchange between the MSs. In this context,
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we contend that the paradoxical observation that the
opposition towards the EU investment screening regime
by two eminently anti‐globalist parties, the Lega Nord
and the Five Star Movement, can be explained by the
fact that they were united around the common denomi‐
nator of anti‐Europeanism and, hence, prioritized it over
traditional anti‐globalism. In short, facing a choice of
external and internal re‐bordering, these parties prior‐
itized the latter, choosing to strengthen the domestic
mechanism for screening inward FDIs rather than sup‐
porting the creation of an EU‐wide screeningmechanism.
While this choice had the obvious drawback of weaken‐
ing the EU’s capacity to control inward FDIs, the availabil‐
ity of a domestic mechanism for the screening of inward
FDIs reassured the Italian government that it could avoid
ceding new powers and sovereignty to Brussels without
remaining powerless in the context of a growingly geo‐
politicized international investment landscape.

3. Empirical Illustration

In linewith the logic of outcome‐centric research designs
(Gschwend & Schimmelfennig, 2007), we are primarily
interested in providing an in‐depth, within‐case study of
the factors and causal processes that explain the timing
and content of Italy’s evolving negotiating position on
the EU regime for screening inward FDIs. To do so, we
combine evidence from primary and secondary sources
with evidence collected through nine interviews with
selected Italian and European stakeholders to show that:
(a) changes in the coalition of parties supporting the
Italian government following the 2018 general election
plausibly account for the sudden change in Italy’s negoti‐
ating stance, (b) the “yellow‐green” governments prior‐
itized anti‐Europeanism over traditional anti‐globalism,
and (c) the availability of flexible mechanisms for screen‐
ing inward FDIs at the domestic level crucially mediated
how parties’ political preferences were translated into
policy choices.

3.1. Shifting Negotiating Stance: The Role of Changing
Coalition Governments and Political Parties’ Preferences

In February 2017, the German, French, and Italian
ministers of economy sent a letter to the EU Trade
Commissioner CeciliaMalmström, stating that theywere
“worried about the lack of reciprocity and about a pos‐
sible sell‐out of European expertise, which we are cur‐
rently unable to combat with effective instruments”
(Bundesministerium für Wirtschaft und Klimaschutz,
2017, p. 1). The idea was to promote the institution‐
alization of an EU‐wide investment screening mecha‐
nism aiming:

To prevent any damage to the economy through one‐
sided, strategic direct investment made by foreign
buyers in areas sensitive to security or industrial pol‐
icy, and to ensure reciprocity…with a European solu‐

tion, which would then similarly ensure fair competi‐
tive conditions across the EU. (Bundesministerium für
Wirtschaft und Klimaschutz, 2017, p. 1)

The proposal to establish an EU supranational frame‐
work for FDIs was strongly driven by the political agenda
of the newly elected French President Macron for a
“Europe that protects” and was warmly embraced by
Germany and Italy. Since the president of the European
Commission, Juncker, supported the initiative, in May
2017, the European Commission formalized in a strat‐
egy document its willingness to work toward a pan‐
European investment screening framework (European
Commission, 2017). However, this initiative sparked con‐
siderable debate in the June 2017 European Council,
with several MSs expressing concerns about its desirabil‐
ity (Chan & Meunier, 2022, pp. 525–528). After all, the
idea of a European investment screening had already
been advanced in 2013, but without success, given the
reluctance of some European states to cede sovereignty
in the management of investment policy.

The constellation of MSs’ preferences revolved
around three broad sets of positions. First, Germany and
the Nordic EU MSs were strongly in favor of a suprana‐
tional solution but feared that an EU investment screen‐
ing regime might open the door for a protectionist turn
in EU trade and investment policies. Second, France
and Italy also strongly supported a strong mechanism
at the EU level but pushed for a broad interpretation of
the rule to potentially accommodate autonomous indus‐
trial domestic policy initiatives. Third, several smaller
and mid‐EU MSs were generally skeptical about the ini‐
tiative because they feared it might pave the way for
an additional power grab from Brussels. In this phase,
therefore, Italy clearly positioned itself as a strong sup‐
porter of a strong, supranational solution in the context
of the discussion about the emerging European invest‐
ment screening regime (interview with an official of the
European Commission, 2022).

Things changed dramatically as a result of the
general political elections held in Italy on 4 March
2018. The Italian political system is characterized by a
multi‐party system and a mixed electoral system (a mix
of proportional and majoritarian), which makes it nec‐
essary to create government coalitions (Garzia, 2019).
In the 2018 elections, two of the most anti‐globalist par‐
ties in the European landscape (the Lega Nord and the
Five Stars movement) obtained spectacular results, 17%
and 33%, respectively, which led to the formation of
the so‐called “yellow‐green” government on 1 June 2018.
This government coalition represented a complete politi‐
cal novelty in the Italian political landscape. For the first
time, an Italian government had formedwithout compris‐
ing any of the traditional moderate, pro‐European par‐
ties that composed the fragmented Italian party system.
The formation of a government composed exclusively
of self‐proclaimed anti‐globalist parties caused a sudden
change in the policy position of the Italian government
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in the negotiating process concerning the EU investment
screening regime. Indeed, with the formation of the new
government, Italy switched from being an enthusiastic
supporter of the policy initiative to threatening to veto it.

Their change of position not only became immedi‐
ately visible in the negotiating process, but it had sig‐
nificant consequences too. It created the perception
that Italy had begun to side with the EU MSs that had
been particularly sensitive to China’s talking points, such
as Hungary, and that this new configuration preference
could put the entire enterprise at risk (interview with a
member of the European Parliament, 2022). As a result,
the group ofMSs that had beenmore strongly supportive
of establishing an independent EU‐level screening mech‐
anism decided to significantly water down the initial pro‐
posal and move forward with the idea of a looser mech‐
anism mostly aimed at coordinating national investment
screening activities. In the end, faced with the impossibil‐
ity of blocking the initiative and a far less ambitious pro‐
posal, Italy decided to abstain. What is interesting to note
is that between February 2017, when Italy proposed an
EU‐wide investment screening mechanism together with
France andGermany, andMarch 2018,when it became its
main opponent, therewere no changes in the preferences
of societal actors or of other political parties. Societal
actors, such as large Italian companies and their indus‐
try associations, have always supported a common frame‐
work for European investment screening (Confindustria,
2019). The mainstream Italian political parties had consis‐
tently supported an EU‐wide investment screening mech‐
anism in the years preceding the 2018 general elec‐
tions. The “technocratic” government of Mario Monti
(2011–2013) formed by all Italian mainstream parties
extended the scopeof Italian investment reviewwhile call‐
ing for the setting up of an EU‐wide screeningmechanism.
For instance, in 2010, Monti himself wrote a report to the
then Commission President José Manuel Barroso, warn‐
ing that “the growth of state‐sponsored investment is also
fuelling concerns about excessive exposure of EU assets
to foreign ownership in sectors that have been liberal‐
ized” (Monti, 2010, p. 89). The subsequent coalition gov‐
ernments by Letta, Renzi, andGentiloni and guided by the
Democratic Party and Forza Italia, also strongly supported
the idea of a European EU investment screening and
mandated the minister of economic development, Carlo
Calenda, to take this file to the European level (Interview
with a member of the Italian presidency of the Council
of Ministers, 2022). In short, it seems eminently plausi‐
ble that the cause of the sudden shift in Italy’s negotiat‐
ing position is to be found in the political motives of the
parties that formed the government following the March
2018 elections.

3.2. Varieties of Anti‐Globalism in the Yellow‐Green
Cabinet

The discussion developed in Section 3.1 clearly suggests
that the change in the coalition of parties supporting the

government impacted the timing of Italy’s evolving nego‐
tiating position. It remains puzzling, however, why such
an anti‐globalist government opposed the creation of a
policy instrument that could have effectively strength‐
ened the EU’s ability to control inward FDIs. After all,
such a strategy of external re‐bordering, while strength‐
ening the possibilities to limit inward FDIs and increasing
bargaining power in trade and investment negotiations
with economically powerful countries such as the US and
China, was consistent with the anti‐globalist orientation
of the new government. It seems highly plausible that
the root cause of this (apparent) paradox lies in the ways
in which different “varieties” of anti‐globalism were pri‐
oritized by the two parties forming the “yellow‐green”
coalition government.

The political pact between the two parties was based
on a vision of “sovereigntist foreign policy,” which aspired
to take control over all the most important economic,
industrial, and political decisions. The policy platforms of
these two parties combined two different “varieties” of
anti‐globalism. Both parties’ policy platforms were char‐
acterized by a deep hostility towards the EU, portrayed
as “a supranational institution lacking democratic legit‐
imacy and ruled by unelected euro‐bureaucrats” (Nelli
Feroci, 2019, p. 1). The Five Star Movement highlighted
the negative externalities generated by the austerity
policies promoted by Brussels, while Salvini’s Lega sug‐
gested a review of all the European treaties limiting state
sovereignty. The two parties also held ambiguous posi‐
tions on the possibility of Italy leaving the Euro and
returning to a national currency.

At the same time, both parties upheld traditional
anti‐globalist positions. The Five Star Movement consis‐
tently criticized global financial and economic integra‐
tion, focusing their criticismparticularly on the economic
and financial governance of the World Bank and the
International Monetary Fund (Pirro & van Kessel, 2018).
The LegaNord criticized large capitalist and transnational
corporations, denouncing “the drowning of globalism in
a world dominated by large multinationals” (Ivaldi et al.,
2017, p. 360). In particular, during the financial crisis, the
Lega Nord blamed unregulated “financial globalization
promoted and carried out by the world of high finance.”
Interestingly, the Lega’s prognosis was to keep compa‐
nies alive, partly through protectionist measures intro‐
duced at the EU level (Lega, 2009, as cited in Pirro &
van Kessel, 2018, p. 332).

A number of political contingencies led these two
parties to prioritize anti‐Europeanism. Most notably,
both parties prioritized anti‐Europeanism to avoid
endangering their relations with foreign powers. Indeed,
the marked anti‐European stance of the two govern‐
ing parties led the yellow‐green government to find
new geopolitical referents outside Europe. Italy signed a
Memorandum of Understanding and became an official
member of China’s Belt and Road Initiative on 23 March
2019. The announcement came during President Xi
Jinping’s state visit to Rome, making Italy the first G7
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member to formally adhere to China’s signature trade
and connectivity project. This initiative was mostly moti‐
vated by the need to attract Chinese foreign invest‐
ment (Ministero degli Affari Esteri e della Cooperazione
Internazionale, 2018). Some have interpreted the pro‐
Chinese turn of the yellow‐green government as a tacti‐
cal signal to France and Germany: Being a privileged part‐
ner of China could provide Italywith negotiating leverage
over other issues. In other words, this move has been
considered an act of playing by “the playbook of pop‐
ulists in soft balancing,” whereby the strengthening of
links with external powers is used to contest ideologi‐
cal rivals (Giurlando, 2021, p. 6). Others have pointed
to the presence of political entrepreneurs within the
government, especiallyMinister Tria and Undersecretary
Geraci, who were vocal in pushing for a partnership with
Beijing. Others contend that as early as 2015 (well before
the yellow‐green government), Italy’s diplomatic appa‐
ratus was already heavily involved in courting Chinese
investment and that Euro‐Atlantic governments were
the first to actually open up to Chinese investment in
infrastructure and strategic companies (Pugliese et al.,
2022; see also Andornino, 2023). In any case, proxim‐
ity to China is seen by many as the main reason why
the Five Star Movement favored the vote of absten‐
tion when the EU‐wide FDI screening mechanism was
voted in 2019. For instance, Undersecretary Geraci con‐
firmed in an interview that Italy was against an invest‐
ment screening mechanism at the EU level and declared
that hewould prefer to sell part of the national champion
Alitalia to Chinese investors rather than to Germany’s
Lufthansa (Follain & Mathieson, 2018).

The Lega Nord also prioritized anti‐Europeanism but
for different reasons. The Lega Nord, in particular the
powerful Under‐Secretary of State of the Presidency of
the Council of Ministers Giancarlo Giorgetti, raised two
sets of concerns during negotiations. On the one hand,
and in line with the anti‐European and sovereignist ori‐
entation of the Lega Nord, he feared that such a pol‐
icy initiative could strengthen the EU’s ability to have a
voice in Italy’s decisions on inward investments. On the
other hand, he was concerned that an EU‐level invest‐
ment screening mechanism could tighten control not
only on Chinese but also on US investment. In short,
within the Lega Nord, there were significant concerns
that an investment screening regime at the EU level
could also endanger transatlantic investment relations
(interview with a member of the Italian presidency of
the Council of Ministers, 2022). It is worth noting that
US pressure groups at the time were suggesting that
Italy, a country with a declining direct foreign investment
base, should adopt policies to open up to investment
rather than close it down, also to have a comparative
advantage over European allies such as France (American
Chamber of Commerce in Italy, 2019). More generally,
there was a perception that the US preferred EU MSs
to equip themselves with discretionary instruments that
would simultaneously enable blocking access for Chinese

companies while allowing access for US companies to
continue operating in the EU market. Given the prefer‐
ences of these two parties, it is not surprising that dur‐
ing all five rounds of negotiations, the Italian government
strongly pushed for explicitly recognizing the exclusive
competence of the MSs to establish national investment
screeningmechanisms (Dipartimento per le Informazioni
della Sicurezza, 2019).

The position of the yellow‐green government on the
EU‐wide investment screening mechanism thus seems
to have been crucially defined by the fact that the Lega
Nord and the Five Star Movement converged around
the commondenominator of anti‐Europeanism. Thiswas
by no means obvious. For instance, another strongly
anti‐globalist party such as Fratelli d’Italia (Brothers of
Italy), at the time considered the creation of a strong EU
investment review mechanism as a desirable protective
tool against the vulnerabilities of globalization (Senato
della Repubblica, 2018). One important reason why
the Lega Nord and the Five Star Movement prioritized
anti‐Europeanism over traditional anti‐globalism was
that these twoparties did notwant to endanger relations
with their respective (perceived) foreign patrons. The cre‐
ation of a supranational European screening mechanism
would not only imply a “Brussels power grab,” which
these two parties clearly opposed, but would also open
the way for the imposition of restrictions on inward FDIs
at the EU level against both China, with which the Five
Star Movement was keen to further develop economic
relations, and the US, with which the Lega Nord was
trying to ingratiate itself. The convergence around the
common denominator of anti‐Europeanism of the two
parties supporting the yellow‐green government created
the political conditions for the Italian government’s sud‐
den shift towards a strategy of internal re‐bordering.

3.3. The Selective Use of Golden Power to Screen FDIs

In addition to the importance of the two parties’ hos‐
tility towards European integration and concerns about
relations with foreign powers, another factor played a
key role in shaping the Italian government’s decision to
oppose the creation of an EU‐wide investment screening
mechanism: the availability of the alternative of strength‐
ening investment screening at the domestic level. More
specifically, the position of the Italian government was
influenced by the fact that it could pursue a strategy
of internal‐re‐bordering based on the use of “golden
power” mechanisms to selectively screen uncontrolled
flows of FDIs endangering strategic sectors.

In 2012, the Italian government issued a law decree
on “golden power,” which grants the government spe‐
cial powers concerning companies owning or controlling
“strategic assets” in specified industries, namely defense
and national security and energy, transport, and telecom‐
munications. If the government believes the national
interest is threatened, it can veto decisions, block invest‐
ments, and impose special conditions (Italian Republic,
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2012). In addition, it can issue “soft” and non‐legally
binding considerations. This golden power is a mecha‐
nism that leaves a wide discretion to the government,
allowing it to decide on a case‐to‐case basis whether
to allow or block a certain transaction. The government
can also decide by decreewhich activities are considered
strategic for national security and defense. The Italian
golden power regime has been sanctioned by several rul‐
ings of the European Court of Justice precisely because
of the discretionary nature of its exercise and the lack of
precise requirements for its application.

At the very same time that Italy was negotiating
in Brussels for the establishment of an EU‐wide invest‐
ment screening mechanism, the government extended
the golden power to “sectors of high technological
intensity” in October 2017 and to “assets and relation‐
ships concerning 5G networks and related technolo‐
gies” in March 2019. The case of 5G is a paradigmatic
example of the possibility of using the flexible golden
power mechanism to circumvent different political pref‐
erences and to deal with the presence of “varieties
of anti‐globalism.”Between 2017 and 2019, the Italian
government was under pressure from the US to block
Huawei’s entry into 5G networks. Following the sugges‐
tion of the intelligence services, the Italian Parliamentary
Committee for Security supported the US position
(Italian Parliamentary Committee for Security, 2019).
However, the yellow‐green government had signed the
Memorandum of Understanding with China and did not
want to give in to US pressure.

The government has managed to strike a delicate
political compromise by simply extending the golden
power regime to the 5G sector. This allows the gov‐
ernment to use the golden power mechanism to selec‐
tively block unwanted foreign investment in this sec‐
tor. The government is, therefore, not forced to step
in to block investments by Chinese companies (such
as Huawei or ZTE) in 5G ex‐ante (as in France or the
UK), but it may eventually do so on a case‐by‐case
basis (Calcara, 2022). The extension of golden power
to 5G simultaneously reassured Beijing that its compa‐
nies would not be excluded ex‐ante but also reassured
its US and European allies that they would be able to
block Chinese investments if necessary. The flexibility
of the golden power regime was an additional factor
that allowed the Italian government to pursue a strat‐
egy of internal re‐bordering at the expense of external
re‐bordering at the European level.

During the pandemic emergency, the Italian govern‐
ment institutionalized a special regime that established
the obligation for both EU and non‐EU investors to notify
the Italian authorities of any direct or indirect acquisition
of a controlling interest and for non‐EU investors only
of any direct or indirect acquisition of a non‐controlling
minority interest (acquisition of at least 10% of the share
capital or 10% of the voting rights and exceeding the fol‐
lowing thresholds 15%, 20%, 25%, and 50%), provided
that the value of the investment exceeds €1 million.

Political discretion in the actual employment of the
golden power is also evidenced by the activism of the
Draghi government, which has fully returned to the
Euro‐Atlanticist fold to block (on a case‐to‐case basis)
the entry of Chinese companies into strategic sectors,
such as their blocking of the deal between Fastweb
and Huawei regarding 5G (Bechis & Lanzavecchia, 2021).
The coalition government formed by the Brothers of
Italy, Lega, and Forza Italia, which emerged from the
2022 elections, will continue to use the golden power
mechanism to screen Chinese control of historic Italian
companies considered strategic (e.g., Pirelli) but also
potentially to deter European (especially French) invest‐
ment groups from controlling strategic companies in
the telecommunications sector, such as TIM (Italian
Government Presidency of the Council of Ministers,
2023). The possibility of screening investments in strate‐
gic sectors on a case‐by‐case basis thus facilitated the
yellow‐green government’s decision to pursue a strat‐
egy of internal re‐bordering by reassuring it that, despite
the absence of an EU‐wide screening mechanism, Italy
would not remain powerless in the face of undesired for‐
eign investments.

4. Conclusions

In seeking to explain why Italy turned from being one
of the main supporters of a supranational investment
screening mechanism at the EU level into one of its main
opponents in the space of just a few months, we devel‐
oped two complementary arguments. First, we stressed
the crucial role played by the political preferences of
the parties that formed the coalition governments after
the 2018 general elections, i.e., the Five Star Movement
and the Lega Nord. Second and relatedly, we suggested
that the content of their position was influenced by
their prioritization of anti‐Europeanism over traditional
anti‐globalism. This latter element was itself a conse‐
quence of these parties’ fears of a “Brussels power grab,”
their desire to maintain close relations with their per‐
ceived foreign patrons, and the availability of domes‐
tic institutions that reassured them that they would not
remain powerless in the face of an increasingly geo‐
politicized international investment landscape.

While our primary objective was to explain the evo‐
lution of the Italian government’s stance on negotia‐
tions concerning the EU investment screening regime,
we believe our arguments and findings could also shed
important light on ongoing debates about the future of
European integration. As Schimmelfennig (2021, p. 314)
aptly argued, “Whether external re‐bordering will suc‐
ceed and help consolidate the EU, or disintegration
tendencies will prevail is an eminent political question
for the future of European integration.” The European
Commission is well aware that this is probably the most
pressing political issue in the face of the risks arising from
new geopolitical and technological realities. Its recently
released European Economic Security Strategy states:
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A common and coordinated EU action across poli‐
cies, through cooperation between the EU and the
member states, is essential for the Union’s economic
security. The alternative to an EU approach to eco‐
nomic security is that our partners will pick and
choose alliances, while less well‐intentioned players
will seek to divide and conquer….The key to suc‐
cess will be to act in unity. (European Commission,
2023, p. 14)

While it is generally presumed that the growing political
importance of anti‐globalist parties inmany EUMSs does
not bode well for the EU’s ability to put in place effective
strategies for external re‐bordering (Poletti, 2023), our
contribution underscores the importance of acquiring a
more systematic understanding of the mechanisms link‐
ing anti‐globalization sentiments and policy outcomes at
the EU level. In the case we considered in this article;
indeed, the bond between the Lega Nord and the Five
Star Movement around the common denominator of
anti‐Europeanism led the Italian government to support
a strategy of internal, rather than external, re‐bordering
in the context of negotiations for the establishment of
a new investment screening regime in the EU. However,
as we argued, traditional variants of anti‐globalism need
not necessarily weaken the prospects of a more uni‐
fied EU in the face of a more geo‐politicized inter‐
national economic landscape. Whether anti‐globalism
will strengthen or weaken the EU’s ability to act as
a unitary actor in a more turbulent international eco‐
nomic environment crucially depends on the variety of
anti‐globalism that comes to dominate the narratives
and political choices of anti‐globalist parties in the next
few years.
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1. Introduction

Several studies find that Western radical right parties
(RRPs) oppose free trade and advocate protectionist poli‐
cies in their appeal to voters (Burgoon & Schakel, 2022;
Norris, 2005; Zaslove, 2008). A case that appears to
break with this tendency is the Sweden Democrats (SD).
Protectionism—defined as the advocacy of tariffs, quo‐
tas, and subsidies—has almost no salience in the election
manifestos of the SD (Lehmann et al., 2022), and they
consistently declare support for free trade and oppo‐
sition to protectionism, illustrated by the quote below
from the legislative proposal Trade Policy for Growth:

We are, in essence, positive to free trade and
global trade deals as an entirety. Our conviction
is that Sweden should promote, through the EU
and other international fora such as the WTO, open
and free trade and work against protectionism. (SD,
2022a, p. 3)

Does the free‐trade rhetoric of the SD mean that they
are not protectionist? If not, how are they protection‐
ist and how does protectionism fit with their advocacy
of free trade? To answer these questions, this article
studies the trade policies of the SD between 2010 and
2022, using content analysis of their party manifesto and
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parliamentary proposals. After a period of ostracization,
recent electoral successes offered them significant lever‐
age to impact government policy (Aylott & Bolin, 2023).
Sweden has historically been a stalwart of open markets
and often pushes for free trade in international organi‐
zations, such as the EU and WTO (e.g., Jakobsson, 2007),
whichmakes increased understanding of the trade policy
of the SD important to understand the development of
Nordic and European trade policy.

The emergence and growth of RRPs in the European
party landscape have received much scholarly attention
over the past two decades (e.g., De Vries et al., 2021;
Hooghe & Marks, 2018; Kriesi et al., 2006; Minkenberg,
2001;Mudde, 2007; Rydgren, 2007; Zaslove, 2008). Their
rise in political prominence has been attributed to disaf‐
fectionwith globalization (e.g., Burgoon& Schakel, 2022;
Colantone & Stanig, 2019; De Vries et al., 2021; Mudde,
2007). The elections of Donald Trump in the US, Giorgia
Meloni in Italy, and Brexit are examples of how radical‐
right politicians take issue ownership of globalization to
reach electoral success. Togetherwith radical‐left parties,
RRPs have emerged as viable alternatives to mainstream
parties in appealing to voters disaffected by globaliza‐
tion and as drivers of the contestation of globalization
(Bisbee et al., 2020; Burgoon & Schakel, 2022; De Vries
et al., 2021). However, RRPs are distinct from radical left
parties in that their opposition to globalization is made
on cultural grounds rather than economic (Burgoon &
Schakel, 2022; De Vries et al., 2021; Kriesi et al., 2006;
Mudde, 2007). This has earned them the title of cultur‐
ally protectionist (Kriesi et al., 2006, p. 928; Norris, 2005).
However, the literature has yet to provide a systematic
answer to how itmanifests into advocacy of concrete pol‐
icy instruments.

Even though several authors note opposition to
free trade as a characteristic of RRP policies, it has
received less empirical attention than immigration,
EU‐integration, or composite measures of international
cooperation (e.g., Burgoon, 2009; Burgoon & Schakel,
2022; De Vries et al., 2021; Hooghe &Marks, 2018; Kriesi
et al., 2006). This article feeds into an emerging litera‐
ture that instead seeks to understand RRP‐positioning
on free trade (Colantone & Stanig, 2019; Milner, 2021;
Ostermann & Stahl, 2022; Polk & Rosén, 2023). While
making valuable contributions to our understanding of
RRP opposition to trade, the case of the SD suggests the
need for a more careful empirical examination of how
RRPs use trade policy to mobilize voters. The first step
is to acknowledge that many ways to be protectionist do
not involve advocacy of tariffs and quotas. Modern trade
negotiations focus less on tariff and quota reduction than
on removing trade restrictions in domestic legislation—
the non‐tariff barriers to trade (NTB; e.g., Young, 2017).
Case studies of TTIP and CETA find that RRPs tend to
support rule‐of‐origin and oppose regulatory harmoniza‐
tion (e.g., Rone, 2018), suggesting that focusing on tar‐
iffs and quotas alone risks obscuring the full range of
trade‐related instruments that RRPs advocate to restrict

free trade. Consequently, this article considers NTBs in
addition to tariffs and quotas.

Previous studies argue that the core ideology of RRPs,
nativism, and populism (developed by Mudde, 2007)
inform RRP economic policy but do not consider how
these dimensions carry over to trade policy nor how
they translate into advocacy of trade‐policy instruments.
My contribution to the literature, therefore, is twofold.
In addition to considering NTBs, I complement previ‐
ous research on the ideological underpinnings of RRPs’
opposition to globalization. This includes complement‐
ing the debate on the emergence of the “transnational
cleavage” (Hooghe & Marks, 2018) by considering oppo‐
sition to trade, where previous research has focused
mainly on European integration and immigration, as part
of the general pattern of opposition to globalization
among RRPs. This article builds on the work of Otjes
et al. (2018), Ennser‐Jedenastik (2016), and Ivaldi and
Mazzoleni (2020) on the economic policies of RRPs by
developing a framework uniquely adapted for trade pol‐
icy, comprising two dimensions, nativism and populism.
The populist dimension relates to the domain of inter‐
national trade as captured by the interests of large or
geopolitically powerful nations and multinational firms
at the expense of low‐skilled workers and small‐business
owners. The nativist dimension signifies how trade policy
is used to protect the native population from the influ‐
ence of foreign ideas and cultural expression—“cultural
competition,” as Kriesi et al. (2006, p. 928) put it.

I find that the SD promotes both protectionist and
liberal trade policies. Advocacy of protectionist policies
is grounded in protecting ethnonationalist notions of
Swedish culture, history, and identity, while liberaliza‐
tion emerges as a response to elite co‐optation of the
international trading system.

2. RRPs and Globalization

A contributing factor to the emergence of RRPs as com‐
petitors in Western party systems is the deepening of
globalization in the past three decades. International
exchange of goods, services, capital, and labor—while
beneficial in the aggregate—hasmade certain groups the
“losers of globalization” and made globalization increas‐
ingly contested (e.g., Bisbee et al., 2020; Colantone
& Stanig, 2019; De Vries et al., 2021; Hooghe &
Marks, 2018; Kriesi et al., 2006). A convergence toward
pro‐globalization positions of mainstream left and right
parties (Milner & Judkins, 2004; Mudde, 2007, p. 197),
conflicting positions on economic and cultural global‐
ization (Kriesi et al., 2006), and imperatives of interna‐
tional cooperation (Mudde & Rovira Kaltwasser, 2018,
p. 1678), have enabled radical parties on the right and
left to attract voters who are critical of globalization
(Bisbee et al., 2020; De Vries et al., 2021; Kriesi et al.,
2006). However, where radical parties on the left oppose
globalization on economic grounds (March & Mudde,
2005), RRPs oppose globalization on cultural grounds
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(Colantone & Stanig, 2019; De Vries et al., 2021; Kriesi
et al., 2006; Polk & Rosén, 2023). RRPs aremore effective
at attracting voters on the sociocultural rather than the
socioeconomic dimension (Rydgren, 2018, p. 7). Hence,
rather than emphasizing increases in inequality, global‐
ization is opposed because it threatens the national ways
of life and traditional hierarchical principles of societal
organization since it restricts the sovereignty of the peo‐
ple (Mudde, 2007; Zaslove, 2008).

While some authors emphasize immigration and
European integration as the chief sources of voter
mobilization against globalization for RRPs (e.g., Mudde,
2007; Rydgren, 2018), others identify opposition to free
trade alongside European integration and immigration
(Burgoon, 2009; Burgoon & Schakel, 2022; De Vries
et al., 2021; Hooghe & Marks, 2018; Kriesi et al., 2006)
but do not engage with free trade in their empirical
analysis. For example, in their seminal article on the
changing cleavage structures of Western party compe‐
tition, Hooghe and Marks (2018) note trade skepticism
together with opposition to European integration and
immigration as characteristics of the nationalist pole of
the transnational cleavage without explicitly analyzing
trade. However, while there has emerged literature that
considers RRP positioning on free trade (Colantone &
Stanig, 2019; Milner, 2021; Ostermann & Stahl, 2022;
Polk & Rosén, 2023; Rone, 2018), few of these studies,
with some exceptions (Ostermann & Stahl, 2022; Polk
& Rosén, 2023), engage thoroughly with the ideological
underpinnings of RRP trade policies. Furthermore, how
they manifest into concrete policy instruments is largely
undeveloped. Studying the ideological motivations and
trade policies of RRPs is, then, an important step to under‐
standing how trade plays a part in the general increase of
politicization of globalization (e.g., Walter, 2021).

Even if some research has been done, most do not
consider the complexity surrounding the supply side
of trade politics. First, previous research tends to con‐
sider composite measures of international cooperation
(Burgoon, 2009; Burgoon & Schakel, 2022; Colantone
& Stanig, 2019; for exceptions see Ostermann & Stahl,
2022; Rone, 2018) rather than trade itself. Second, it
does not define in sufficient detail which trade‐policy
instruments RRPs advocate (Burgoon, 2009; Burgoon
& Schakel, 2022; De Vries et al., 2021; Otjes et al.,
2018; Norris, 2005; van der Waal & de Koster, 2018;
Zaslove, 2008). Studies by Burgoon (2009), Burgoon and
Schakel (2022), and Colantone and Stanig (2019) use a
variable called “net autarky,” composing positions on
international cooperation and protectionism collected
from comparative manifesto project data. Apart from
the problem of disentangling protectionist statements
from statements on international cooperation, the defi‐
nition of protectionism from the Comparative Manifesto
Project‐codebook does not distinguish between tariffs,
quotas, or NTBs. In the past 30 years or so, international
trade negotiations have moved away from tariff and
quota reduction to focus more on removing domestic

regulations that restrict trade (e.g., Young, 2017). Case
studies of TTIP and CETA show RRPs favoring NTBs, such
as rules‐of‐origin (e.g., Rone, 2018), which indicates that
we may fail to capture the range of trade‐policy instru‐
ments that RRPs may advance as well as a central source
of trade‐policy conflict.

The choice between traditional trade policies (tar‐
iffs and quotas) and NTBs has implications for electoral
strategy. The politically contested and technical nature
of NTBsmaymake it less straightforward to declare them
protectionist—and thus illegitimate (Winslett, 2020)—
than tariffs and quotas, whose use may be more strictly
constrained by international trade agreements (Milner &
Judkins, 2004, p. 103). This allows NTBs to be exploited
to introduce trade‐restrictive policies that may be more
acceptable to the public than traditional trade policies.
In addition, while tariffs/quotas are “blunt” in the sense
that they apply evenly across industries, NTBs can be
used to target specific firms or voter groups (McGillivray,
2004, p. 161; Rickard, 2012, p. 779). Consequently, they
allow for greater precision, for example, in proposing
that product regulation only applies to certain culturally‐
sensitive products, segments of workers, or firms, with‐
out harming an entire industry—whichmay beworthy of
protection—for example, rules prohibiting halal/kosher‐
butchering. Conversely, protection for products with
cultural significance may be carved out without grant‐
ing benefits to other less‐deserving producer groups
or products.

3. The Core Ideology of RRP Trade‐Policy

Building on Mudde’s (2007) core ideology of RRPs and
its applications for economic policy (Ivaldi & Mazzoleni,
2020; Otjes et al., 2018), I outline two dimensions, “trade
policy‐populism” and “trade policy‐nativism.” In the for‐
mer, international economic cooperation is construed as
a competition between the interests of large/or polit‐
ically powerful nations and multinational companies
(MNCs), smaller nations, and small and medium‐sized
enterprises (SME). This struggle inspires efforts for fur‐
ther liberalization but also advocacy of protectionism in
the protection of SMEs and workers. Populist trade poli‐
cies are, thus, both about the erection and removal of
trade barriers. Trade policy‐nativism is about how trade
policy is used to protect “members of the native group”
(Mudde, 2007, p. 19), i.e., the ethnic majority of the
nation, from the influence of foreign ideas and cultural
expression—the “cultural competition” of Kriesi et al.
(2006, p. 928). However, it is also about protecting cul‐
turally significant symbols of national pride that evoke a
myth of a distant past (Rydgren, 2007), such as culturally
or nationalist‐coded industries or products.

3.1. Trade Policy: Populism

RRP populism consists of a conflict between the peo‐
ple and the elites. Corrupt elites use their privileged
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access and power to forward their own interests against
the well‐being of the people (Ivaldi & Mazzoleni, 2020;
Mudde, 2007; Otjes et al., 2018; Zaslove, 2008). The task
of politics for RRPs is to wrest control from elites
and return it to the people (e.g., Ivaldi & Mazzoleni,
2020; Zaslove, 2008). For trade policy, I expect that
the dichotomy between people and elites is projected
into the arena of international trade negotiations.
The utopian vision of unrestricted popular sovereignty
that RRPs outline as the end goal of their political engage‐
ment (Ivaldi & Mazzoleni, 2020; Zaslove, 2008) is, in
terms of trade policy, the notion of a “fair economy”
(Zaslove, 2008), where less privileged nations and small‐
businesses are allowed to compete on an undistorted
international market. Here, I develop the observation by
Otjes et al. (2018) that opposition to “rent‐seeking behav‐
ior” is a central tenet of RRP‐economic policy, which
I modify to also apply to trade policy. This opposition
inspires skepticism of the trade‐policy motives of the
large and geopolitically powerful nations and multina‐
tional firms that are commonly vilified by RRPs (e.g.,
Zaslove, 2008). They are perceived as exploiting or dic‐
tating the rules of international economic institutions or
lobbying for trade‐distorting policies, such as subsidies
or product regulation, to privilege their own interests to
the detriment of low‐skilled workers and small‐business
owners, often recognized as RRP core voter groups (e.g.,
Ivarsflaten, 2005; Oesch & Rennwald, 2018). Although
this definition likely overlaps considerably with a more
nativist conception of the people as the ethnic‐native
population, the onus is on their “common economic
destiny” (Ivaldi & Mazzoleni, 2020, p. 212) being under
threat from elite interests. Because smaller, less geopolit‐
ically influential nations and firms do not carry the same
weight in international trade negotiations, their com‐
petitiveness will be unfairly reduced. Therefore, inter‐
national trade negotiations are not an activity for the
realization of mutual benefits between partners. Rather,
because the game is “rigged” in favor of bigger and
more geopolitically powerful nations, trade negotiations
become a zero‐sum game between hostile partners seek‐
ing benefits for their industries at each other’s expense.

In terms of policy advocacy, my argument is inspired
by Ivaldi and Mazzoleni’s (2020, p. 206) finding that
RRPs may advocate both free‐trade policies and protec‐
tionism. Wresting control of the international trading
system from the hands of corrupt elites may be pur‐
sued either by removing the causes of distortions intro‐
duced by elites—liberalization—or by introducing trade
restrictions that help make market participation more
equitable. Historically, RRPs have shifted from promot‐
ing neoliberal economic policies, in the 70s and 80s to
promoting increased government intervention, in the
90s and onwards (Zaslove, 2008). The early neoliberal‐
ism was a reaction to a perception of the state and
political class as corrupt and inefficient (Betz, 1993),
while from the 90s and onwards, government interven‐
tion was a response to accelerated globalization and the

empowerment of global capital (Zaslove, 2008). Then,
who the antagonist is perceived to be, appears to mat‐
ter for the ideological flavor of populism. When the
antagonist is the state, the prescription is neoliberal poli‐
cies, which regarding trade policy is advocacy of free
trade. When global capital/MNCs are the object of pop‐
ulist resentment, government regulation (protectionism)
is the preferred policy response. Moreover, since small
business owners are more likely to favor neoliberal poli‐
cies than low‐skilled workers (Ivarsflaten, 2005; Oesch
& Rennwald, 2018), the choice between free trade and
protectionism may depend on which part of their con‐
stituency is framed as the beneficiary.

Empirically, this implies that the SD are likely to advo‐
cate liberal trade policies in response to large or geopo‐
litically powerful nations that use their influence to seek
undue benefits for their own industries to the extent
that it damages small business owners. With Sweden
being a small economy not possessing the market power
and geopolitical standing to make much impact on the
structure of world trade, the SD are likely to seize on
the asymmetric power relationship between large and
small nations to vilify international trading as unfair
and corrupt.

Populist protectionism, then, ismore likely to emerge
in response to global capital and MNCs, where govern‐
ment intervention should be favored as a counterweight
to co‐optation by non‐state actors. Because NTBsmay be
more targetable toward particular segments of the work‐
force, for example, low‐skilledworkers, and because they
are less politically sensitive than tariffs and quotas, the
SD are more likely to advocate NTBs than import tariffs
and quotas.

3.2. Trade Policy: Nativism

I call nativist trade policies those policies that, through
the regulation of international economic exchange, seek
to protect the ethnically native population from foreign
cultural influence and segments of the economy that
have value as symbols of national identity, history, and
culture. These policies build on the idea that native pop‐
ulations should be kept distinct so as not to destroy their
bonds of common history and cultural heritage through
cultural exchange (Elgenius & Rydgren, 2019; Zaslove,
2008). The primary problemwith economic globalization
is, thus, not that foreign competition allows foreigners to
exercise control over domestic production and employ‐
ment patterns (Mudde, 2007; Otjes et al., 2018), but
the import of alien cultural expressions and the decay
of ethnonationalist economic symbols (Rydgren, 2007).
Aversion to cultural diversity, more than to economic
inequality and ethnocentrism, is typical of those who are
likely to vote for RRPs (van der Waal & de Koster, 2015).
These voters are reported to fear less the distributional
consequences of trade openness than a loss of social sta‐
tus (Bornschier & Kriesi, 2013). RRPs may mobilize these
voters by advocating protection from cultural influences
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that threaten their social status to alleviate their cul‐
tural insecurities. In other words, the call to protect sec‐
tors such as agriculture and manufacturing is made for
their significance as symbols of ethnonationalism, not
because those who threaten to run them out of business
happen to be foreigners.

Agriculture and manufacturing are examples of sec‐
tors that used to make up large parts of Western
economies at a time when the population was more
homogenous and when “real values prevailed, against
multiculturalism” (Ivaldi & Mazzoleni, 2020, p. 213).
The selective protection of these sectors from inter‐
national competition, thus, is a way of preserving—or
reinstating—what is perceived as unique historical and
cultural characteristics and values of the native popula‐
tion, deployed to resonate with voters who are insecure
about their perceived loss of social status.

Based on this discussion, I derive a set of empir‐
ical expectations. Elgenius and Rydgren (2019) show
how the SD refers to historical, cultural, and ideational
facts about what unites native Swedes to justify anti‐
immigration policies as a means to restore and preserve
the essential “Swedishness.” Further, the SD has been
found to contrast Swedish cultural and historical affin‐
ity for animal protection and care for nature with the
mistreatment of animals in foreign cultures (Backlund &
Jungar, 2022). The expectation is that these tendencies
also inform their trade policies. One manifestation may
be the reference to the historical greatness of Swedish
industry or the values of ecological consciousness and
self‐sufficiency embodied by Swedish agriculture, min‐
ing, and forestry—sectors that historically made up siz‐
able parts of the Swedish economy and contributed sig‐
nificantly to Swedish growth during the 19th and 20th
centuries (e.g., Schön, 2012). Hence, we are likely to see
the SD selectively protecting sectors that they regard as
symbols of the values of the native Swedish population,
such as agriculture, manufacturing, mining, and forestry.
However, nativist policies of this kind may also involve
promoting the export of culturally significant products
or restricting imports that embody values that are alien
to the values of the native population, such as halal and
kosher meat.

4. Methodology, Data, and Case Selection

For long, Sweden was exceptional in not having an RRP
in parliament (Rydgren & van der Meiden, 2019). This
changed in 2010 when the SD gained 5.7% in the par‐
liamentary election, and their support has increased in
each successive election. A vote share of roughly 22% in
the election of 2022 provided them with enough elec‐
toral leverage to become a supporting partner to the
incoming conservative–liberal government in exchange
for influence over policy formulation. Consequently, the
policy priorities of the SD have the potential to be
reflected in the international economic policies of the
Swedish government, making the results of this study

important to understand future Swedish policy develop‐
ments. Moreover, Sweden is a small and highly trade‐
dependent nation (Katzenstein, 1985) that has histori‐
cally lobbied for liberal international policies and has
had high popular support for free trade (Darvas, 2020,
p. 7; Jakobsson, 2007). Critique of free trade, then, may
be more politically costly than in contexts where trade
is less economically important, for example, in bigger
nations with larger home markets. Hence, Sweden is a
well‐situated case to study how trade skepticism is artic‐
ulated in an environment where it is likely to be politi‐
cally untenable.

As data sources, I consider legislative proposals, elec‐
tions, and party manifestos from 2010, when the SD
entered the Swedish parliament, to 2022. Citations are
translated from the original Swedish by the author.
The year 2010 was selected as a starting point partly
because the production of legislative proposals requires
representation in parliament and given the data availabil‐
ity. Some suggest that RRPsmoderate their policies upon
inclusion in parliament or government (e.g.,Minkenberg,
2001). While exhibiting a slight tendency toward this,
moderation is largely a question of language rather than
policy content. Since 2015, the SD has issued annual edi‐
tions of the proposal Trade Policy for Growth, which is
arguably the document that most approach a collected
trade‐policy platform. This proposal is almost identical
from one year to another, except for rephrasing and
treatment of current events (e.g., TTIP), which indicates
no significant variation in the substance and motives of
SD trade policy over the period considered.

By going through legislative proposals, this study
avoids problems associated with manifesto research; for
instance, they often reflect the electoral moment and
tend to be vague on issues that are detrimental to elec‐
toral success or that can inflame intra‐party tensions
(Marks et al., 2007). Legislative proposals reflect the pro‐
cess of everyday legislation and thus tend to be more
concrete and too technical to attract attention from the
media or bewidely read by party officials. Proposals then
avoid the problem of political sensitivity but also provide
data of enough detail to study the low salience and com‐
plexity that is modern‐day trade policy. A search in the
party and electionmanifestos for the term frihandel (free
trade) returns far fewer hits and exhibits lower salience
than searches on the terms invandr (immigration) and
EU (see the table in Supplementary File 2). Because ref‐
erences to trade were, in addition to being few in num‐
ber, often quite general, and the level of detail required
to study nuances in ideology and trade policy instru‐
ments necessitated, the analysis consists entirely of leg‐
islative proposals.

The so‐called “sampling units” (Krippendorf, 2013,
p. 99) are textual units that are subject to analysis. These
can be entire sections, paragraphs, or sentences depend‐
ing on whether international economic issues are dis‐
cussed by the SD. Statements are the textual units that
makeup the analysis and consist of claims, criticisms, and
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other characterizations, according to Table 1. The con‐
tent analysis is based on the dimensions that consti‐
tutemy analytical framework: trade policy‐populism and
trade policy‐nativism. These dimensions are operational‐
ized according to the empirical expectations described in
the previous chapter.

5. Analysis

5.1. Populism in SD’s Trade Policy

This section explores how populism informs the trade
policies of the SD. The expectation was that populism
would manifest as a conflict between small business
owners and workers who are being exploited by elites,
large geopolitically powerful nations, and multinational
firms. The results indicate that this narrative is present
in framing the general trade political outlook and for
particular sectors, such as agriculture, chemicals, and
retail, and is targeted against states rather than MNCs
or global capital. Powerful nations are maligned as
co‐opting the international trading system to advan‐
tage their domestic industries. Surprisingly, this distrust
does not seem to translate into protectionism. Rather,
populism is attached to advocacy of liberalization and
anti‐protectionism can be illustrated by the quote below:

From a global perspective, big exporting and econom‐
ically powerful nations, should not act protectionist
and give market‐support and distortionary subsidies
to their own industries. Should such action occur, the
government needs to call attention to the attending
problems in order to always seek fairness in global
trade. (SD, 2022a, p. 4)

The quote also indicates a self‐interested form of lib‐
eralism that borders on mercantilism. International

trade should “increase market‐share, growth and profit‐
margins and that this occurs in real terms with compa‐
rable countries” (SD, 2022a, p. 5)—i.e., Sweden should
benefit more from trade than other countries. More con‐
cretely, this means that in trade negotiations, Sweden
should seek to “incorporate that which strengthens
Swedish comparative advantages” (SD, 2022a, p. 5),
which may be interpreted as particular provisions cov‐
ering sectors where Sweden has a comparative advan‐
tage. In instances of excessive lobbying by exporting
nations, import substitution (IS) may be warranted to
shield domestic production from the inequities of for‐
eign state manipulation of the international trading sys‐
tem (SD, 2022a, p. 5). This coincides withMudde’s (2007,
pp. 186–187) observation that RRPs are interested in
economic policy only insofar as it serves the interests
of the nation; free trade is not advanced because of
commitments to norms of reciprocity or collaboration
but because it secures gains for the Swedish economy—
preferably net gains.

The protection of trade gains from elite misbehavior
is best sought through liberal trade policies. Small busi‐
ness owners, or SMEs, are the primary targets of these
policies. As expected, elites come in the form of geopo‐
litically powerful states in the EU, China, India, and, to
some extent, the US. The EU, they argue, exhibits “mar‐
ket and trade‐hostile tendencies” (SD, 2022a, pp. 4–5), of
which the “European champions” proposal is an example.
The EU system of trade preferences also tends to favor
the interests of old colonial powers in extending prefer‐
ences to former colonies (SD, 2011a, p. 16). The SD argues
that China leverages its “economic muscle to gain great
influence and possibilities to extort nations,” securing
benefits for Chinese companies (SD, 2011a, p. 16). TheUS
is similarly targeted as leveraging its economic power to
secure benefits, such as the investor‐state dispute settle‐
ment mechanism in the TTIP negotiations (SD, 2022a).

Table 1. Operationalizations of the analytical framework.

Analytical dimension Operationalization

Trade policy—populism (a) Statements that refer to international trade or the international trading system as corrupt
and formed by the interests of big/geopolitically powerful nations or MNCS.

(b) Statements that advocate liberalization or protectionist measures—tariffs and quotas or
NTBs—as taking back control over the international trading system from big/geopolitically
powerful nations or MNCS or making international markets more fair and accessible to
smaller/less powerful nations, small business owners, and workers.

Trade policy—nativism (a) Statements that refer to economic globalization as contributing to either the decline of
historical/cultural symbols (sectors, firms, or products that contribute, promote, or embody
the national culture, history, or identity) or the import of goods that embody values alien to
native culture or values.

(b) Statements that refer to protectionist measures—NTBs (subsidies, product regulation,
labeling requirements or restrictions on government procurement, etc.) or tariffs and
quotas—as either a defense against culturally distant influences or protection of
historical/cultural symbols.
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Their critique is not only of individual nations but
of the international trading system itself. The WTO,
the SD argues, is “effectively put out of play,” likely
undemocratic and a pawn of bigger nations, such as
China, which they argue is “wrongly privileged by the
WTO” (SD, 2022a, p. 9). The concessions developed for
least‐developed countries (LDCs) as part of the Doha‐
Round are “colored by the national considerations of
China and India with respects to their domestic produc‐
tion” and used to access the EU market while restrict‐
ing the access of LDCs to their home market (SD, 2011a,
p. 16). Consequently, the SD argues that theWTO should
be reformed to become more democratic by offering
businesses, particularly SMEs, influence over WTO pol‐
icy (SD, 2022a, p. 7). Reform should also include strip‐
ping China of its status as a developing country and
the attending privileges (SD, 2022a, p. 6), for example,
lower postal rates that unfairly disadvantage Swedish
e‐retailers. The SD argues that to ensure “sound com‐
petition” (SD, 2022a, p. 6), postal rates should be har‐
monized in the global postal strategy. This is an exam‐
ple of how the SD legitimize political action on trade by
reference to the misbehavior of large nations. Similar
efforts at liberalization are found in the chemical sector,
where they argue for harmonized regulations to ensure
that “particular nations do not get competitive advan‐
tages” by adopting discriminatory rules against foreign
chemical firms (SD, 2018, pp. 2–3). In terms of agricul‐
ture, the SD argue for more lenient rules on genetically
modified crops (GMO) to help Swedish “small farmers”
compete on the international market. Currently, the pro‐
cess of GMO approval in the EU is marred by the ten‐
dency of states to vote no “for overtly political reasons”
(SD, 2021a, p. 17), which recalls the skepticism of other
nations on the trade‐policy arena.

In sum, liberalization seems to be the policy pre‐
scription most affiliated with populism for the SD, con‐
trasting earlier studies (Mudde, 2007; van der Waal &
de Koster, 2018; Zaslove, 2008). Rather than ignoring
economic globalization or disputing its inevitability, as
Mudde (2007, p. 197) suggests, the SD advances the ben‐
efits of competitive international markets. The endorse‐
ment of free trade by the SD reflects the sensitivity of
RRP trade policy to issue and context, as noted by Ivaldi
and Mazzoleni (2020), and populism as a “thin ideology”
(Mudde, 2007) capable of accommodating diverse policy
prescriptions. At the same time, the reduction of interna‐
tional economic collaboration to a winner‐take‐all‐game
and the espousal of IS betrays a (if not protectionist) at
least mercantilist understanding of international trade.

5.2. Nativism in SD´s Trade Policy

The expectation for how nativism informs SD trade pol‐
icy was that they were more likely to advance trade‐
restrictive policies to protect sectors that are significant
parts of Swedish culture or history and for protection
against products that signify culturally remote or distant

ideas or expressions. The results align with the expec‐
tations. Agriculture, fishing, and the creative and cul‐
tural sector (although surprisingly not manufacturing)
are emphasized as symbols of Swedish history, heritage,
culture, and identity, which warrants their protection
from countries with lower environmental, animal wel‐
fare, and consumer‐health standards. The framing of
Swedish environmental, animal welfare, and health stan‐
dards as stricter may be interpreted as nativist because
it appeals to notions of agricultural customs that are his‐
torically distinctive for the native Swedish population, as
demonstrated by Elgenius and Rydgren (2019) for immi‐
gration policy. To a lesser extent, the SD advocates pro‐
tection against foreign cultural expressions, halal and
kosher meat (SD, 2021b), or the promotion of distinctly
Swedish export products, such as the tobacco product
snus (SD, 2021c). The data shows that the SD primar‐
ily selects NTBs, such as subsidies, domestic and inter‐
national product standards, and labeling requirements,
rather than tariffs and quotas. This vindicates broaden‐
ing the definition of protectionism.

The SD attributes parts of the economy that engage
in the exploitation of natural resources (agriculture and
fishing) as symbols of Swedish history, culture, and iden‐
tity, and as embodying particularly Swedish character‐
istics and values. These values have “clear popular sup‐
port” and need to be integrated into any trade deal that
Sweden signs (SD, 2015a, p. 5). Swedish agriculture, they
argue, symbolizes a rural lifestyle and is integral in main‐
taining “landscape and cultural values” and “our cultural
heritage and cultural geography” (e.g., SD, 2017, p. 62).
Similarly, Swedish fishing is an enterprise where “cul‐
ture, heritage, environment, and identity interact with
employment, economy and food production” (SD, 2015b,
p. 68). The romanticization of the symbiosis between
agriculture and fishing with nature paints a picture of a
distinct Swedish landscape particularly suited for cultiva‐
tion (SD, 2020, p. 58). Swedish agricultural traditions of
care for the natural landscape and animal welfare imply
its moral superiority over agriculture in other countries,
as seen below:

Sweden has one of the most comprehensive animal‐
protection legislation and most competent animal
breeders. The Swedish animal welfare legislation is
unique and goes much further than the other big
food‐producing competitor countries…Animal wel‐
fare is also something that Swedish farmers stake
their honor on. Here, the animals are healthy and the
use of antibiotics low. (SD, 2021a, pp. 14–15)

This contrasts with other countries, for example, those
that bleed animals to death without sedation (SD, 2011b,
p. 89), a not‐so‐subtle reference to the religious prac‐
tices of Muslim countries (see Backlund & Jungar, 2022,
for an analysis of nativism in SD animal protection pol‐
icy). In fact, the SD argues that “the degree of civilization
of a society is measurable in its treatment of animals”
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(SD, 2012, p. 33), which arguably implies a hierarchi‐
cal perspective. The elevation of agriculture and fish‐
ing has implications for the direction of SD trade policy.
The distinctiveness of Swedish agriculture is what makes
it unable to compete with countries that do not adhere
to the same strict animal and environmental standards
(SD, 2011b). Import from countries with lower standards
risks “a continuously diminishing agricultural sector,” the
loss of traditional knowledge and lower quality food for
Swedish consumers” (SD, 2011b). Fishing, the SD (2022b,
p. 2) argues, suffers from the same competitive disadvan‐
tage from countries such as Norway and Scotland that
do not care enough about fish health. Other examples
include the film industry, where productions that cele‐
brate the Swedish environment, language, and common
heritage risk being outcompetedby cheaper foreign films
(SD, 2021f, p. 2).

The SD advocates several protectionist policies to
address the problems of competitiveness raised in the
previous passage. These are predominantly NTBs: sub‐
sidies, product regulation, labeling requirements, and
to a lesser extent, import restrictions. Subsidies, the
SD (2012, p. 3) argues, are necessary to compensate
for the extra costs contracted through compliance with
strict Swedish regulations on animal welfare to make
Swedish farmers internationally competitive, for exam‐
ple, an “animal‐welfare‐handout” or grazing and dairy
cow supplements (SD, 2015b, p. 66). The purpose of
the handout is to privilege the “absolute majority of
farmers that respect the intentions of Swedish animal‐
protection legislation so that they will not face compet‐
itive disadvantages” (SD, 2012, p. 3), indicating the pur‐
pose of the subsidy as relating to the politics of trade.
Subsidies, in the form of discount systems on produc‐
tion costs and differentiated tickets, are also advanced
for films that “emphasize and vivify Swedish history and
cultural heritage” (SD, 2021f, p. 2). Changes in product
regulation are advocated for agriculture but also fish‐
ing. For agriculture, the SD (2021d, p. 8) advocates har‐
monization of animal welfare legislation at the EU level
to the strict standards of Swedish legislation; for fish‐
ing, they advocate Nordic harmonization of environmen‐
tal standards to ensure vibrant populations of fish and
flourishing coastal fisheries (SD, 2021e, p. 4). Support for
agriculture and fishing also extends to calls for labeling
products according to the origin and specifying if they
are produced in Sweden, including mandatory labeling
for businesses that serve food (SD, 2022c). Traditional
Swedish food products should also be marked as prod‐
ucts of cultural and historical value (SD, 2016, p. 1).
Moreover, the superiority of Swedish agricultural and
fishery products warrants privilege or exclusivity in gov‐
ernment procurement, according to the SD. For food,
they want to “require that when the government pro‐
cures food, they should only buy products that comply
with Swedish environmental and animal‐welfare legisla‐
tion” (SD, 2021d, p. 9), and fish caught in Swedish waters
should be “prioritized ahead of products on the inter‐

national market” by public institutions (SD, 2019, p. 2).
Finally, halal and kosher meat imports should be prohib‐
ited (e.g., SD, 2021b) and the government should advo‐
cate for lifting the EU‐imposed export restrictions on
Swedish snus. The SD (2021b, pp. 1–2) claims that the
promotion of snus is part of “preserving and strengthen‐
ing Swedish culture and tradition” because of its status
as part of Swedish cultural heritage. Import restrictions
on halal and kosher butchery and export promotion of
snus showhow cultural connotations, rather than an eco‐
nomic assessment of distributional consequences, have
implications for SD trade policy.

These findings serve to concretize the meaning of
cultural protectionism in the previously understudied
domain of trade policy. I have shown that the SD advo‐
cates trade‐restrictive policies to protect nativist concep‐
tions of uniquely Swedish characteristics.

6. Conclusion

This study found that the SD advocates both protection‐
ist and liberal trade policies and that nativism and pop‐
ulism play a part in informing those policies. Advocacy
of protectionist policies is grounded in the protection
of ethnonationalist notions of Swedish culture, history,
and identity, while liberalization emerges as a response
to elite co‐optation of the international trading system
in defense of the interests of small‐business owners.
The answer to the question posed initially—are the
SD protectionists?—is by necessity then, yes and no.
Nonetheless, the division into nativism and populism has
significantly clarified the sources of this ambiguity. Even
if they largely do not support more traditional trade‐
policy instruments, their claim to support free trade
betrays an advocacy of more complex intra‐state trade‐
restrictivemeasures—NTBs. This demonstrates the need
to pay attention to the plurality of trade‐policy instru‐
ments that RRPs advocate.

This article complements research on the ideolog‐
ical underpinnings of RRP economic policy (Ivaldi &
Mazzoleni, 2020, building on Mudde, 2007; Otjes et al.,
2018) and offers a framework adapted for international
trade policy. By focusing on trade policy instead of
European integration or immigration, this framework
contributes to a greater understanding of how RRPs use
trade policy—an understudied facet of globalization—
to mobilize voters. The finding that the SD engage in
cultural protectionism complements earlier research on
how globalization structures Western European party
competition (Hooghe & Marks, 2018) by showing evi‐
dence of how trade skepticism, and not only EU integra‐
tion and immigration,may constitute the nationalist pole
of the transnational divide. At the same time, the finding
that the core ideology of RRPs inspires a combination of
liberal and protectionist trade policies for the SD nuances
the picture of RRPs as drivers of the contestation of glob‐
alization. Scholars of the economic policies of RRPs treat
such ambivalences as being the result of “blurring,” i.e.,
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RRPs make their positions on economic issues purposely
vague to attract a broader coalition of voters while simul‐
taneously emphasizing the cultural issueswhere they are
most competitive (Rovny, 2013) or selectively framing
certain elements that are more salient to their core vot‐
ers (DeVries et al., 2021). Because nativismandpopulism
are regarded as “ideological master frames” (Mudde,
2007), they may well be able to accommodate disparate
positioning on the economic left‐right scale, as the liter‐
ature on blurring would suggest. However, the findings
of this article indicate that the core ideology of RRPs
may restrict certain positions, at least in the realm of
trade policy; in essence, it sets boundaries on the range
of contradictory positions, hemmed in by core tenets of
nativism and populism.

Moreover, I have shown how ideological construc‐
tions and narratives of cultural and populist entrench‐
ment inform international economic policy proposals,
although I do not claim that these dimensions are exclu‐
sive to RRPs. Thus, in addition to contributing to the liter‐
ature that stresses cultural determinants of RRP policies
(Kriesi et al., 2006;Mudde, 2007; Otjes et al., 2018), I also
expand the relevance of previous findings on how RRPs
field culturalmarkers to legitimate policy intervention on
trade policy, in addition to policy areas, such as immigra‐
tion (e.g., Elgenius & Rydgren, 2019; Norris, 2005) and
animal welfare policy (Backlund & Jungar, 2022).

The purpose of this study was to investigate the ide‐
ological underpinnings of SD trade policies by develop‐
ing conceptual tools derived from previous research on
the core ideology of RRPs. The use of the single case
study necessarily restricts the prospects for generaliza‐
tion, but this article offers two promising venues for
future studies.

First, to test the generalizability of the results within
the radical right party family, for example, regarding vari‐
ation in the acceptability of protectionist policies across
political contexts. Sweden’s history of liberal interna‐
tional economic policy (e.g., Jakobsson, 2007) and high
support for free trade (Darvas, 2020, p. 17)maymake the
Swedish electorate disapprove of protectionist policies.
The highly technical nature and ambiguous legal status of
NTBs may, thus, offer greater leeway for the SD to advo‐
cate protectionism if traditional trade policies are polit‐
ically untenable. However, where protectionism is less
politically costly, for instance, in bigger and less trade‐
dependent nations, the policy mix between tariffs and
quotas and NTBs may be more balanced than for the SD.

Second, to test the generalizability of the results
across party families. Studies suggest that as RRPs grow
more electorally relevant, mainstream parties tend to
adopt policy positions and priorities that more closely
resemble those of RRPs, at least on immigration and
crime policy (e.g., Joon Han, 2015). The task for fur‐
ther research is, then, to examine if nativist and pop‐
ulist arguments carry over to the trade policies of main‐
stream parties in contexts where RRPs wield political
influence. Finally, this study has not considered Mudde’s

(2007) conception of “authoritarianism”: the belief in
a strictly ordered society in which the state’s authority
is celebrated. This dimension is related to the empha‐
sis on the state as a guarantor of national security and
is likely to gain analytical relevance for the study of
RRPs and trade policy, given the geopoliticization of
international trade and investments (e.g., Babic et al.,
2022) and the newly launched European economic secu‐
rity strategy (Directorate‐General for Communication,
2023). The strategy involves promoting competitiveness,
protecting economic security, and intensifying interna‐
tional cooperation with reliable partners. Because the
strategy represents increased EU involvement in itsmem‐
ber states’ security and industrial policies, it may acti‐
vate populist antipathy toward international organiza‐
tions, particularly given the deep‐seated SD skepticism
of the EU. At the same time, the empowerment of states
to safeguard economic security may appeal to author‐
itarian tendencies in SD and RRP ideology that priori‐
tizes security over economic aspects. Further research
should explore how RRPs straddle authoritarianist under‐
pinnings, on the one hand, and populist and nativist, on
the other, in the context of increased geopolitical tension
in international economic policy.
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Abstract
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firms. Our empirical test relies on a dataset with daily firm‐level stock price data for close to 4,000 US companies over
the period 2009–2016. Concretely, we assess how the shares of different types of firms reacted to the news on the (lack
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1. Introduction

Developed countries currently witness a backlash to
globalization. After many years of moving towards ever
more liberal trade and economic relations,we now see at
least a partial reversal of these policies. In Europe, Brexit
and strong opposition to the TTIP, a potential trade agree‐
ment between theUS and the EU that did notmaterialize,
epitomize this globalization backlash (Dür et al., 2020).
In the US, the election of Donald Trump as president and
the decision to withdraw from the TPP are mentioned as
examples of this reaction to globalization.

Many researchers and observers use the distribu‐
tional consequences of trade policy choices to explain
this development (Rodrik, 2018; Saval, 2017). The deep
trade agreements that countries conclude, the argument

goes, mainly benefit the already wealthy, while hurting
the relatively less well‐off. As a result, the latter increas‐
ingly turn against globalization in general and trade
agreements in particular. But what are the actual dis‐
tributive consequences of trade policy choices? We con‐
tribute to answering this question by focusing on which
companies gain or lose from trade agreements.

Building on the so‐called “new–new trade theory”
(Ciuriak et al., 2015;Melitz & Redding, 2014), we present
three expectations on the relationship between firm
characteristics and trade agreements. The first argument
deals with differences in company sizes. Critics of trade
agreements see the largest multinational companies as
their main beneficiaries. Some academic research sup‐
ports this view (Baccini et al., 2017; Breinlich, 2014).
Others take amore benign view. Illustratively, supporters
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of TTIP predicted that this agreementwouldmainly bene‐
fit small andmedium‐sized companies. TheUnited States
Trade RepresentativeMike Froman (as cited inWorkman,
2014, p. ii), for example, stated: “Among the many ben‐
eficiaries of TTIP, perhaps small businesses stand to
gain the most.” We side with the second view in argu‐
ing that the largest companies engage in international
trade even with the existing barriers. These barriers,
however, are prohibitive for slightly smaller companies.
The reduction of barriers, then, mainly benefits these
medium‐sized companies, by allowing them to become
active participants in international trade. Furthermore,
we expect that capital‐intensive and diversified compa‐
nies gain more from the conclusion of trade agreements
than other companies.

We test our argument with a stock market event
study that relies on daily firm‐level stock price data
for 3,926 US companies, over the period of 2009–2016.
Specifically, we assess how the shares of different types
of firms reacted to the news on the (lack of) progress of
the negotiations aimed at concluding the TPP and TTIP.
TPP was supposed to be a trade agreement among 12
countries in the Pacific region, including the US. It failed
when the last decided to withdraw its signature from the
agreement in early 2017. TTIP aimed to facilitate trade
between the US and the EU. Formal negotiations for TTIP
started in 2013 but stalled in 2016.

Our study is not the first to examine the stock
market impact of trade agreements. More than two
decades ago, Thompson (1993, 1994) analyzed how the
Canada–US Free Trade Agreement affected the market
value of Canadian companies. Breinlich (2014) reana‐
lyzed the same agreement from within the framework
of the new–new trade theory. Whereas these studies
just focused on a single country, Rodriguez (2003) inves‐
tigated the (sectoral‐level) stock market impact of the
North American Free Trade Agreement in all three par‐
ticipating countries. Moving to a quite different context,
Parinduri and Thangavelu (2013) studied the impact of
the US–Singapore free trade agreement. Looking at a dis‐
integration event, Davies and Studnicka (2018) assessed
the impact of the exit of the UK from the EU on stock
prices. Finally,Moser and Rose (2014) studied the impact
of a large number of preferential trade agreements on
aggregate national stock market indices.

We make several contributions to this state‐of‐the‐
art. First, whereas all the studies that looked at firm‐
level effects focused on a single trade agreement, we
included two agreements in our analysis. This increases
the robustness of our results and allows us to check for
any differences depending on agreement characteristics.
Second, we study both “positive” (i.e., pro‐integration)
and “negative” (i.e., disintegration) events in a single
study. Doing so allows for a much better empirical test
of our expectations. Third, we use automated text analy‐
sis to identify the relevant events. Most previous stud‐
ies either only considered a single event (mainly the
signature of a trade agreement) or very few, manually

selected events. The approach used in these studies
faces the problem that investors may already become
convinced that an agreement is very likely before the
agreement is signed. The effect of the news on the sig‐
nature may therefore be very small. By focusing on a
larger number of events throughout the process of nego‐
tiations, we managed to remedy this problem.

In making and testing our argument, the article
also contributes to a broader strand of research that
uses stock market data to assess the impact of polit‐
ical events (Bechtel & Schneider, 2010; Schneider &
Troeger, 2006; Wolfers & Zitzewitz, 2018). Furthermore,
we contribute to a growing literature on the role of
firms in international political economy (Jensen et al.,
2015; Milner, 1988; Osgood, 2018). Finally, in terms of
policy implications, our study suggests that recent poli‐
cies that have the potential to reduce global openness
under the banner of “economic security,” such as the
EU’s European Economic Security Strategy (European
Commission, 2023), may negatively affect mid‐sized
firms in particular, which find it more difficult to adjust to
new circumstances than the largest firms. If such policies
really favor the largest players, they may reduce rather
than enhance countries’ resilience to shocks.

2. Argument

In line with what has been called “new new trade the‐
ory” (Ciuriak et al., 2015;Melitz & Redding, 2014), recent
research has shownmuch variation in the consequences
of trade liberalization or other trade policies across firms
within the same industry (Baccini et al., 2017; Breinlich,
2014; Melitz & Redding, 2014; Osgood, 2017). Increased
trade leads to a reallocation of production within the
same sector from firms with relatively low productivity
(which also tend to be smaller companies) to firms with
higher productivity (which tend to be the largest compa‐
nies in a sector, see e.g., Leung et al., 2008). We draw on
this strand of literature when proposing a set of hypothe‐
ses on the distributional effect of trade agreements at
the level of firms.

Throughout the following discussion, we build on the
assumption that investors—which tend to be of the insti‐
tutional type, that is, professionals investing the money
of others—are aware of the effects of trade (agreements)
on different firms. To make informed investment deci‐
sions, they follow the news on trade negotiations. Given
that most investments in stock markets are undertaken
by institutional investors, the assumption that they are
well‐informed about trade negotiations is plausible. For
the argument, it does not matter whether they get this
information via media or through another channel.

When the news indicates that the chances for a suc‐
cessful conclusion of a negotiation increase, they buy
shares of companies that they expect to benefit from
the agreement and sell shares of companies that they
expect to be hurt by the agreement. If the news indi‐
cates that the chances for a successful conclusion of
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the negotiations decrease, the investors will do just the
opposite—sell the shares of the companies that would
benefit from the agreement and buy the shares of the
companies that would lose from the agreement. Selling
means that the price of the shares decreases, whereas
buying means that the price of the shares increases.
At any time, therefore, the value of a stock internalizes all
the information available to investors and, hence, takes
into account expected future changes in profitability.

The starting point for our argument is that, across all
sectors, relatively few firms engage in international trade.
Illustratively, for the US, Bernard et al. (2007, p. 109)
showed that less than a fifth of all firms in the manufac‐
turing sector export goods. This value is similar for other
industrialized countries (World Trade Organization, 2008,
p. 53). Improved access to foreign markets then bene‐
fits only a subset of firms within each sector. The same
applies to importing: Once again, only a minority of com‐
panies source imports abroad and hence benefit from
lower domestic trade barriers. As there is much over‐
lap across the two sets of firms—those that export and
those that import—most companies cannot directly ben‐
efit from trade liberalization.

Of course, modern trade agreements do more than
just liberalize trade. They also protect FDI and intellec‐
tual property rights and even affect domestic regula‐
tions via regulatory cooperation (Dür et al., 2014). From
the home country perspective, the protection of FDI
mostly matters for a small number of companies, as
only a few companies tend to produce abroad. In the
host country, a larger number of companies may face
increased competition from FDI because of a trade agree‐
ment. In an agreement between developed countries,
provisions concerning the protection of intellectual prop‐
erty rights generally do not matter much, but they can
affect firms in agreements with countries at lower lev‐
els of development. Regulatory cooperation can have a
broader impact, but in practice regulatory cooperation
does not actually change domestic rules, but at most
offers some form of mutual recognition.

Moreover, via several mechanisms, trade agree‐
ments can indirectly matter for companies that nei‐
ther engage in international trade nor invest abroad.
Companies lose from trade liberalization if they now face
competition from abroad for the goods they produce
or the services they provide. Or they can benefit from
trade liberalization if their output is used as input in new
exports. Trade liberalization also affects the costs of fac‐
tors of production, which matter for all firms in an econ‐
omy. In fact, in the model put forward by Melitz and
Redding (2014), the reallocation of resources across com‐
panies that results from trade liberalizationmainly works
via an increase in the price of labor.

Finally, trade agreements matter for all compa‐
nies via their impact on economic growth. The deep
agreements that currently are negotiated generally
increase participating countries’ gross domestic prod‐
uct. However, the macroeconomic impact of many trade

agreements is small, especially those that are signed
among minor trading partners. In any case, this impact
via economic growth should be relatively homogenous
across firms.

Keeping all of this in mind, what are the firms that
benefit most from a new trade agreement? An argu‐
ment could be made that the benefits should mainly
accrue to the largest firms in an economy. As stated pre‐
viously, only a minority of firms export their goods or ser‐
vices. Those that do tend to be larger and more innova‐
tive than those that do not. For example, manufacturing
exporters from the US are more than twice as large in
terms of employment than otherwise equal firms that
do not export (Bernard et al., 2007, p. 110). The most
prominent explanation for this observation is that firms
pay a fixed entry cost when they want to export. Only
for the most profitable companies is it worthwhile to
pay this entry cost. Just as exporting, sourcing abroad is
mainly undertaken by large companies (Bernard et al.,
2007). This is so because the fixed costs of establish‐
ing a supply chain are relatively high, not least because
the relationship‐specific investments for both buyers and
sellers of intermediates are high (Antràs & Staiger, 2012,
p. 3141). Finding a seller then is a tricky task. Only for
large firms, the lower variable costs of foreign suppliers
outweigh the higher fixed costs of establishing an inter‐
national supply chain (Helpman et al., 2004). The same
logic applies to FDI: Once again, only the largest com‐
panies tend to invest abroad. What is more, these large
companies also have the political clout to shape the con‐
tents of trade agreements (Anderer et al., 2020; Sell,
2003). Overall, one might expect large firms to benefit
from trade agreements and smaller ones to lose (or at
least the former to benefit more than the latter).

However, there also is an alternative perspective
on the impact of firm size on the benefits of trade
agreements. Proponents of such agreements tend to
argue that they mainly benefit small and medium‐sized
companies (European Commission, 2013; Persin, 2011;
Workman, 2014). The logic of this argument is straight‐
forward: Although the fixed costs of exporting, import‐
ing, or investing abroad under normal trading conditions
are high, the largest and most productive companies
can engage in all these activities even in the absence
of a trade agreement. By reducing competition, barri‐
ers that keep fixed costs high can even benefit them.
Trade agreements not only reduce variable costs such
as tariffs, but also fixed costs, such as customs formal‐
ities, regulatory barriers, or risks to FDI. The reduction
of these fixed costs should mainly benefit the mid‐sized
companies that in the absence of a trade agreement
are barred from directly participating in international
trade and investments. In the words of Workman (2014,
p. 6): “A TTIP agreement that eliminates duplicative reg‐
ulatory requirements and harmonizes equivalent stan‐
dards would have an outsized positive impact on SMEs
[small and medium‐sized enterprises].” In fact, trade lib‐
eralization might allow some firms that previously only
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produced for the domestic market to become exporters;
and others that so far only sourced their inputs domesti‐
cally to become importers.

Independent of whether this increase in exports and
imports is due to trade creation or trade diversion, these
firms are likely to reap some gains from doing so, as
firms that engage in trade have been shown to grow
more rapidly (Bernard et al., 2003; Kasahara & Lapham,
2013). What is more, the productivity gains from mov‐
ing from non‐exporting to exporting are greatest for
plants that were relatively less productive at the start‐
ing point (Lileeva & Trefler, 2010). Finally, the chances
of survival are higher for firms that engage in trade
(Wagner, 2012, pp. 256–261). A trade agreement thus
creates particularly large benefits for firms that manage
to become exporters or importers. As we expect that,
medium‐sized companies, in particular, change from
buying and selling locally to operating internationally,
the benefits should be particularly visible for the lat‐
ter group. Considering that in the context of a study on
stock market reactions, the relatively smaller companies
are medium‐sized (because really small companies are
not listed on stock markets), our first hypothesis reads
as follows:

H1: The positive (negative) effect on share prices of
events that make the conclusion of a trade agree‐
ment more (less) likely is larger for relatively smaller
companies.

Recent research has also shown that international trade
is inherently more capital‐intensive than the supply of
goods to the domestic market (Bernard et al., 2007;
Ciuriak et al., 2015; Matsuyama, 2007). This contra‐
dicts traditional theories of trade, which expected that
some countries (namely capital‐rich ones) export capital‐
intensive goods and other countries (namely, labor‐rich
ones) export labor‐intensive goods. It is also in line with
this observation that much international trade is of an
intra‐industry nature, where countries exchange prod‐
ucts within the same industry. With trade inherently
biased towards capital‐intensive goods and services,
more capital‐intensive companies should reap greater
gains from trade agreements. We thus also expect:

H2: The positive/negative effect on share prices of
events that make the conclusion of a trade agree‐
ment more/less likely is larger, the more capital‐
intensive a company is.

Finally, we expect that the companies that will be best
situated to gain from a new trade agreement are those
that are active across several sectors. Companies with
high product diversification have a greater ability to take
advantage of new opportunities that open up as a result
of such agreements, or to shift focus away from prod‐
ucts where trade agreements increase foreign compe‐
tition. Indeed, research on multiproduct firms shows

that companies that face tariff reductions tend to lower
the number of products they produce (Bernard et al.,
2011), which in turn increases their productivity (Nocke
& Yeaple, 2014). Alternatively, it might be argued that
companies that aremore diversified in terms of the num‐
ber of products they produce are less dependent on
trade agreements, meaning that their share prices react
less to news about trade agreements. As we expect the
former effect to dominate, however, our third hypothe‐
sis reads:

H3: The positive/negative effect on share prices of
events that make the conclusion of a trade agree‐
ment more/less likely is larger, the more diversified
a company is.

3. Research Design

We test our argument relying on the negotiations for
TPP and TTIP. The former involved up to 12 countries,
including highly developed countries such as Japan and
the US, and developing countries such as Malaysia and
Vietnam. The negotiations started in 2008 and continued
until 2015 when a draft agreement was reached after
19 negotiation rounds. A very broad agreement, cover‐
ing everything from tariff reductions to the protection of
intellectual property rights and investments, was signed
in 2016. In late 2016, then‐President‐elect Donald Trump
announced that he would withdraw the signature by the
US. The 11 remaining countries eventually moved ahead
without the US. The TTIP negotiations between the US
and the EU startedwith the establishment of aHigh‐Level
Working Group on Jobs and Growth in November 2011.
Based on the report produced by this working group,
formal negotiations for an agreement started in early
2013. Despite many negotiation rounds, no agreement
could be reached on TTIP, and the negotiations were sus‐
pended when the Trump administration took over from
the Obama administration in early 2017.

Both negotiations went through many ups and
downs, making it possible to assess the impact of news
on their progress or failure on companies’ share prices.
These ups and downs were not only produced by the
willingness of the negotiation parties to make conces‐
sions but also by the reaction of the public. Both TPP
and TTIP faced considerable public opposition in some
countries, with this opposition contributing to their final
demise. The two negotiations are also ideal for testing
our argument as they are sufficiently important for it to
be plausible that they had a detectable impact on stock
prices. All trade agreements should matter at least for
some companies (as otherwise they are unlikely to be
signed), but an event study is not able to estimate these
effects if only a few companies are affected, for exam‐
ple, because the agreement is between two countries
with only weak trade links between them. For reasons of
data availability, we focus on companies that have their
headquarters in the US. Since the depth of the American
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capital market is unrivaled, concentrating on the US also
has substantive benefits.

3.1. Dependent Variable

The dependent variable captures the abnormal returns
for companies—that is the difference between their
actual stock price change and the one expected given
previous performance or overall market movement—
around a series of important events characterizing the
TPP and TTIP negotiations. Worldscope provides data
on 3,926 companies that have their headquarters in
the US and that are listed on a stock exchange (mainly
NASDAQ and the New York Stock Exchange). To gener‐
ate a company’s abnormal returns, three standard event‐
studymethodologies exist: market‐adjustedmodels with
within‐sample estimation, market‐adjusted models with
out‐of‐sample estimation, and mean‐adjusted models
(MacKinlay, 1997). In our baseline model, we rely on
the market‐adjusted approach with in‐sample estima‐
tion, but we employ the other two methodologies in
robustness checks.

The market‐adjusted models are calculated with the
share price as the dependent variable and a broad‐based
stock index as a predictor:

Ri,t = 𝛼i + 𝛽iRm,t + 𝛽e,iEt + 𝜖i,t
Where Ri,t is the return for a specific firm i at time t, Rm,t
is the return on the market portfolio at that same time,
and Et represents a dummy that is 1 if t falls into the
estimation window and 0 otherwise. We take the S&P
500 tomeasure themarket return, that is Rm,t. The event
dummy is only relevant in thewithin‐sample estimations,
where we concatenate the estimation period (t − 120 to
t − 2) and the event period (t − 1 to t + 5). Starting the
estimation period at t − 120 makes sense given the dou‐
ble objective of having sufficient information to estimate
the model and not introducing too much noise in the
model. We use a 7‐day event period since markets are
unlikely to efficiently price in new information in a single
day. The coefficient 𝛽e,i then represents the (cumulative)
abnormal return measure (CARi,t), which is the value of
the dependent variable for firm i and event T. The advan‐
tage of using this model is that we get significance levels
for the event coefficient 𝛽e,i, which informs us whether a
company’s returns during the event period were statisti‐
cally significantly different from its expected returns.

For the out‐of‐sample estimation, we also use the
period from 120 days before an event until two days
before an event as an estimation window. The 𝛼i and 𝛽i
that we receive from this model then allow us to calcu‐
late the expected return for a firm at time t. The abnor‐
mal return for each company is the difference between
the observed return at time t and the expected return at
time t. We again cumulate these abnormal returns start‐
ing one day before an event and ending five days after
the event.

3.2. The Predictors

The main explanatory variable that we are interested
in captures events that indicate progress or stagna‐
tion/failure of the TPP and TTIP negotiations. Rather
than manually selecting some events, we decided to
rely on the automated analysis of newspaper reports.
For this purpose, we retrieved newspaper reports pub‐
lished in the US from LexisNexis. We found 2,359 news‐
paper articles on TPP published between 1 January 2009
and 31 December 2017 and 1,193 newspaper articles
on TTIP that were published between 1 January 2013
and 31 December 2017. We then used computational
text analysis to classify progress and stagnation events
(more information on the exact approach is available
in section A in the Supplementary File). Concretely, we
relied on the support vector machine and random for‐
est machine learning algorithms, as they outperformed
alternative approaches after being trained on 400 manu‐
ally coded texts. If these two algorithms agreed, we took
the respective value; if not, we used the value of the algo‐
rithm that was certain with a probability greater than
80%.Weexperimentedwith other probability thresholds
(65, 70, 75, 85, 90, 95, 100) but the 80% threshold offered
the best performance results in terms of recall and pre‐
cision. In case both algorithms were certain with a prob‐
ability greater than 80% and calculated different results
or if both algorithms were uncertain with a probability
lower than 80% and disagreed, we assigned a value of 0,
which is our neutral category. To aggregate values for
newspaper articles to values for event dates, we first
weighted newspaper‐article‐values by their probability
and then used these weighted values to calculate the
average per day. Events with a time difference of seven
or fewer days are treated as one event, where we cal‐
culated the weighted value across all these days and
flagged the result with the minimum date.

We then selected all negative events, which were
three, and filled up the positive events to match the
distribution in the manual coding sample. We ended
up with seven positive events for TTIP and TPP. See
Table 1 for the respective dates. Most of these events
and their coding as indicating progress or stagnation
are plausible given the available evidence. In October
2015, for instance, the TPP negotiations were concluded
and in February 2016 TPP was signed formally. Both
events are classified as indicating progress in our sample.
In September 2016, Vietnam decided to delay the ratifi‐
cation of TPP. This event signals stagnation in the dataset.
In November 2014, the first protests on TTIP emerged
and we see a stagnation event in our data. Yet, we are
surprised by the progress classification of 4 December
2014,which is the datewhenonemillion signatureswere
reached by the anti‐TTIP campaign.

Figure AA.2 from the Supplementary File shows how
these events affected the stock market returns of firms.
For both agreements, the strongest reactions happened
toward the end of the negotiation phase. Stocks of
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Table 1. Positive and negative events.

Date Agreement Value

14‐11‐2009 TPP 1
14‐11‐2010 TPP 1
9‐12‐2011 TPP 1
14‐12‐2011 TPP 1
5‐12‐2014 TPP 1
19‐12‐2014 TPP −1
6‐10‐2015 TPP 1
4‐2‐2016 TPP 1
29‐9‐2016 TPP −1
22‐11‐2016 TPP −1
18‐10‐2013 TTIP −1
26‐11‐2013 TTIP 1
21‐2‐2014 TTIP 1
18‐11‐2014 TTIP −1
4‐12‐2014 TTIP 1
12‐11‐2015 TTIP 1
7‐12‐2015 TTIP 1
18‐2‐2016 TTIP −1
9‐11‐2016 TTIP 1
17‐11‐2016 TTIP 1

560 firms reacted strongly to the signature of TPP on
3 February 2016. Surprisingly, the majority of compa‐
nies experienced a negative effect on their stock mar‐
ket returns. Contrarily, in December 2014, when the US
government spoke up for fast‐tracking TPP, stock mar‐
ket returns of nearly 400 companies increased. At the
end of 2015, when the EU presented its new trade
and investment policy strategy entitled Trade for All,
stocks of 206 US companies reacted negatively. Similarly
on 9 November 2016, when EU policy representatives
announced a break in the TTIP negotiations, stock
returns of 131 companies dropped. At the same time,
however, the stocks of 1,302 companies gained in value.

To answer the question of who gains and who loses
from progress on trade agreements, in the following ana‐
lysis we interact the progress versus stagnation dummy
with several firm characteristics. H1makes us expect that
the impact of these events on firms differs depending on
the firms’ size. We use the (natural logarithm of) firms’
market value (from Worldscope) as a proxy for a firm’s
size (market value). Since our sample only includes com‐
panies listed on the stockmarket, the “small” firms in our
sample are actually medium‐sized. Illustratively, approx‐
imately 80% of all firms included had a market value of
more than $100 million in 2016. Nevertheless, we have
considerable variation in terms of company size in our
dataset, with the top 10% of firms having a market value
of over $12.6 billion in 2016.

In H2 we refer to the capital intensity of firms.
Capital intensity means how much capital a company
uses relative to labor in its production process. Using
data from Worldscope, we measure this variable by
dividing a company’s market value by its number of

employees (capital intensity). Finally, H3 draws atten‐
tion to the extent to which the companies are diversi‐
fied. To operationalize this variable, we use the number
of sectors at the 4‐digit level of the Standard Industry
Classification in which the companies are active (as
coded in the Worldscope database; diversification). This
variable ranges from 1 to 8, which is the maximum num‐
ber of codes assigned by Worldscope, with the modal
value being 2. In 2010,Microsoft was coded 8 on this vari‐
able (including “prepackaged software” and “computer
peripheral equipment”), whereas Nvidia was coded 1
(“semiconductors and related devices”) in the same year.
The correlation between market value and diversifica‐
tion is 0.33. Larger firms hence are also more diversified,
but the two variables are sufficiently distinct to empiri‐
cally distinguish their effects.

3.3. Control Variables

In the models that we present in Table 2, we also include
a dummy variable that captures whether a company
had any foreign sales in the year of analysis. Data come
from Worldscope, with missing values multiply imputed.
For the year 2016, our data indicate that 56% of the
firms in our sample had no foreign sales. Moreover, we
include sector, year, and day of the week, and, in mod‐
els 1 and 2, the agreement fixed effects. Doing so, con‐
trols for heterogeneity across industry sectors, time, day
of the week (where Sunday announcements might be
different to, for example, Tuesday events), and agree‐
ment. The sector fixed effects are at the top level of the
Standard Industrial Classification.
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3.4. Estimation

We estimate our model relying on ordinary least squares
regression but using the method of alternating projec‐
tions to get rid of multiple group effects. We also clus‐
ter standard errors by firm to account for correlations
across events. Despite the control variables included in
our models, we face the problem (common to all event
studies) of ascertaining that the abnormal returns that
we establish are really caused by the events that we
single out rather than other information that investors
receive. For example, news about the presidential cam‐
paign in the US during 2016 had an impact on the stock
market returns of companies (Wolfers & Zitzewitz, 2018).
We offer three responses to this concern. First, we have
a relatively large number of both positive and negative
events. The probability that other, random events are
driving our results declines as the number of events that

we study increases. Second, we are testing interactions
between events and firm characteristics. Other events
thatmatter for stock prices thus only are a concern if they
also matter conditionally in the same way we hypoth‐
esize the trade negotiation news to matter. Third, in
robustness checks, we present models for which we re‐
estimate ourmodels for randomly chosen dates. If we do
not find the same associations as for our event dates, the
plausibility of the conclusion that our event dates cap‐
ture a real effect increases.

4. Findings

Inmodel 1 (see Table 2), which includes three interaction
terms, the coefficient for the progress × market value
term is negative and statistically significant (Section B
in the Supplementary File shows that we get very simi‐
lar results when we run the analysis separately for the

Table 2. Regression models.

Model 1 Model 2

Market value (log) 0.0018 *** 0.0020 ***
(0.0004) (0.0006)

Progress −0.0060 * −0.0070
(0.0030) (0.0047)

Capital intensity −0.0041 ** −0.0041 **
(0.0015) (0.0015)

Diversification −0.0003 −0.0003
(0.0003) (0.0003)

Progress ×Market value (log) −0.0025 *** −0.0022 ***
(0.0004) (0.0006)

Progress × Capital intensity 0.0012 0.0010
(0.0017) (0.0017)

Progress x Diversification 0.0013 *** 0.0013 ***
(0.0003) (0.0003)

Foreign sales of total sales (dummy) — 0.0012
— (0.0051)

Market value × Foreign sales — −0.0003
— (0.0007)

Progress x Foreign sales — 0.0008
— (0.0057)

Progress x Market value × Foreign sales — −0.0004
— (0.0008)

Number of observations 49,796 49,796
R2 (full model) 0.0799 0.0801
R2 (project model) 0.0099 0.0101
Adjusted R^2 (full model) 0.0794 0.0795
Adjusted R^2 (project model) 0.0094 0.0095
Number of groups: Sector 10 10
Number of groups: Year 6 6
Number of groups: Agreement 2 2
Number of groups: Weekday 5 5
Notes: * p < 0.05; ** p < 0.01; *** p < 0.001.

Politics and Governance, 2023, Volume 11, Issue 4, Pages 200–211 206

https://www.cogitatiopress.com


two agreements). This is in line with H1. As our dataset
excludes small companies that are not listed on the stock
market, this result suggests that medium‐sized compa‐
nies benefit disproportionallymore fromprogress in TTIP
and TPP negotiations than large companies. Figure 1 sup‐
ports this finding. The larger a company, the less it ben‐
efits from positive news on TTIP and TPP. In fact, a com‐
pany with a market value of $127 million experiences on
average a 0.74% higher increase in its stock market value
than a company with a market value of $2,651 million.

H2 suggests that capital‐intensive firms profit more
from progress in trade negotiations than labor‐intensive
firms. In model 1, the coefficient for the interaction
between progress and capital intensity is positive but
fails to meet the required significance level. Figure 2
shows this effect graphically. This evidence runs counter
to H2. Moreover, in model 1, we take up the expecta‐
tion that news that trade negotiations are progressing
well and are particularly beneficial for the stock market
value of diversified companies. As expected in H3, the
coefficient for the interaction term is positive and statisti‐
cally significant. The substantive effect, however, is quite
small: With one additional operating sector, a company
earns 0.001 in cumulative abnormal returns.

We further explore the effect of market value in
model 2, where we add a triple interaction term cover‐
ing progress, market value, and foreign sales. The expec‐
tation that we presented in the argument is that
medium‐sized companies that did not yet export ben‐

efit the most from a trade agreement. This is so as
moving from non‐exporting to exporting status comes
with the highest growth opportunities. This should be
less pronounced for large companies that can afford
export expansion in the absence of trade agreements.
Indeed, the coefficient of progress x market value, which
represents large companies with no sales, is negative
and significant. Keeping foreign sales constant at zero,
therefore, we find that large companies lose more than
medium‐sized companies. In other words, size does not
matter in the presence of foreign sales, but it does make
a difference for firms with larger export opportunities.
Medium‐sized firms with no foreign sales seem to be
the main winners of progress in trade agreements. This
finding supports our causal argument, which emphasizes
trade agreements allowing medium‐sized companies to
move from being non‐participants to being participants
in international trade.

4.1. Sectoral Effects

The effects of trade agreements also likely differ across
sectors. To investigate this possibility, we interacted with
the progress events in the sector and the three pre‐
dictors discussed above. Contrary to the expectation of
sectoral effects, Figure 3 suggests that the differences
across sectors are generally relatively small. Large com‐
panies in all sectors lose in case of progress events.
Diversification is significant and positive in all industries,
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Figure 1. The interaction between progress and market value (based on Model 1 in Table 2).
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Figure 2. The interaction between progress and capital intensity (based on model 1 in Table 2).
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but less pronounced in the financial services sector.
Capital intensity comes with the largest standard errors.
This coefficient is highest for companies in the energy
and basic materials sectors and lowest for firms in the
healthcare sector.

4.2. Robustness Checks

We conducted several robustness checks to see to
which extent our findings are driven by specific deci‐
sions in terms of operationalization (see section C in
the Supplementary File). First, we use bootstrapped
errors in addition to clustered errors to ensure that the
uncertainty contained in the generated dependent vari‐
able does not affect the results. Second, we calculated
our dependent variable using the two alternative met‐
rics that we presented in the research design section:
an out‐of‐sample market‐adjusted model and a mean‐
return model. Third, we varied the length of the event
window for which we calculated the cumulative abnor‐
mal returns. Instead of a 5‐day window, we used a 3
and a 1‐day window. Fourth we dropped all firms that
are not listed on any stock market in the US. Fifth, we
dropped the 9 November 2016 event, which caused sig‐
nificant reactions from more than 1,300 firms in the
sample. By dropping this event, we can make sure that
our results are not driven by a single, particularly strong
event. For all these tests, the results are similar to those
presented above.

We also ran the models separately for the two agree‐
ments. The direction of the effects is generally the same
in the two models. This suggests that the same mecha‐
nisms are at work for TTIP and TPP: large non‐exporters
lose, andmedium‐sized firms, as well as diversified firms,
gain. Yet, Figures AB.3 to AB.5 in the Supplementary File
show that the effects aremore pronounced for TTIP than
TPP. In general, progress in TTIP seems to generate lower
stock market losses than progress in TPP. This may be
a consequence of the greater differences in levels of
development among TPP member states. These differ‐
ences may lead to trade driven by comparative advan‐
tage, which tends to have greater distributional con‐
sequences than the intra‐industry trade resulting from
a trade agreement among countries at the same level
of development.

Lastly,we ran a placebo testwith 15 randomly chosen
event windows (excluding events related to TPP or TTIP),
which we treated as if they indicated progress in trade
negotiations. For these events, we do not find support
for our hypotheses. The interaction between a firm’s size
and the event dummy is statistically significant but pos‐
itive. On the randomly chosen trading dates, therefore,
larger firms won more than smaller firms. This result is
plausible, as on average (given their greater productiv‐
ity), one might expect large firms to see greater stock
market gains than smaller firms. In light of this finding,
the effects found for the event windows related to trade
agreements appear even stronger, as the appropriate

comparison seems to be a positive effect and not a zero
effect as assumed in the interpretation above. The inter‐
actions between the random event dummy and capital
intensity and diversification, respectively, are not statis‐
tically significant. These results make it more plausible
that our results above are really related to the TPP and
TTIP negotiations.

5. Conclusions

Discussions over trade agreements circle the question of
their distributional consequences: Who gains and who
loses from them? Do large companies gain more than
small ones? Are diversified firms better off than firms
with a narrow product range? To answer these questions,
we have assessed how the stock prices of US companies
reacted to the news on the progress and stagnation of
two major trade negotiations. A dataset on 3,926 com‐
panies and their characteristics has allowed us to investi‐
gate factors that explain varying reactions to news on the
progress or stagnation of trade talks. Our empirical analy‐
sis has focused on negotiations over TPP and TTIP. These
are ideal cases to study, as plenty of ups and downs char‐
acterize the negotiations over both agreements.

The central finding is much variation in the effects of
the negotiations on the stock prices of companies even
when controlling for the sector in which they are active.
Our analysis suggests that medium‐sized companies in
particular (that did not yet engage in exports) were
expected to gain from the two agreements. The effects
that we find for capital intensity and product diversifica‐
tion are relatively small.

Overall, the findings of this article support the
increasingly dominant view that sectoral models of trade
policymaking are no longer sufficient to explain the
impact of trade agreements. This should matter for ana‐
lyses of trade preferences, both of firms and individu‐
als. Regarding firms, our results indicate that trade agree‐
ments may broaden the set of winners to also include
medium‐sized companies, when compared to a situation
in which trade is already quite liberal, but some impor‐
tant barriers to trade remain. At the individual level,
because of trade agreements’ heterogeneous effects
across firms, citizens should not only differ in their pref‐
erences towards trade agreements depending on their
skill levels or the sector in which they are employed, but
also depending on the firm by which they are employed.
The distributional effects of trade agreements for firms
and individuals, therefore, are complex.
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1. Introduction

Trump’s trade wars and overt challenges to the World
Trade Organization (WTO), Chinese economic assertive‐
ness, trade disruptions during the Covid‐19 pandemic,
and the war in Ukraine are the backdrop against which
the EU has accelerated a trend towards the “geopoliti‐
cisation of trade policy” (Meunier & Nicolaidis, 2019).
The EU’s 2021 Trade Policy Review represents the EU’s
most overtly geopolitical trade policy and the presen‐
tation of the 2023 Economic Security Strategy further
reinforces that shift. Much of the commentary on this
shift has centred on the unilateral measures adopted
under these strategies, such as investment screening or
the anti‐coercion instrument (Erixon & Lamprecht, 2022;
Gehrke, 2022), and on questioning the EU’s capacity
to act geopolitically (Weinhardt et al., 2022). EU trade
agreements are one of the three key components of
EU trade policy, alongside unilateral trade measures and
work at the WTO. They are, therefore, a key part of the

new trade policy, yet the impact of the new policy on
these has been overlooked thus far by the literature. This
article bridges this gap by turning attention to the imple‐
mentation of EU trade agreements.

Focusing on the implementation of preferential trade
agreements (PTAs) is especially relevant as the exten‐
sive literature on EU trade agreements has explained the
rationale for PTAs (Dür, 2007, 2008; Eckhardt & Poletti,
2016; Garcia, 2013; Siles‐Brügge, 2014) outcomes of
negotiations (Adriaensen, 2016; Heldt, 2021), the politi‐
cisation of PTAs and trade policy (De Bièvre et al., 2020;
De Ville & Siles‐Brügge, 2015; Duina, 2019; Eliasson &
Garcia‐Duran Huet, 2018; Gheyle, 2020; Young, 2019),
but with the exception of work unpacking the limita‐
tions of the trade and sustainable development (TSD)
chapters in PTAs (Campling et al., 2016; Drieghe et al.,
2022; Marx & Brando, 2016; Orbie et al., 2016, 2017;
Potjomkina et al., 2020) has paid little attention to
how well PTAs are implemented and what happens
post‐negotiations. Yet, the implementation of PTAs is
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less straightforward than envisaged. As the European
Commission Directorate‐General for Trade (2022, p. 2)
points out, the “impact [of its PTA network] depends on
those agreements—alongside international trade rules—
being properly implemented and enforced.”

This article highlights the need to focus attention on
implementation processes and contributes to the litera‐
ture by beginning to map and explore what policy areas
raise challenges in PTA implementation and how these
are resolved in practice, for example, through the work
of joint bodies of PTAs or through legal dispute resolu‐
tion to enforce the agreement. These insights deepen
our understanding of the effectiveness of EU trade poli‐
cies and of the EU as a trade actor. Given the new
trade policy’s emphasis on PTA implementation, this arti‐
cle hypothesises that the number of complaints insti‐
gated by the EUwithin PTAs’ joint bodies should increase
with the implementation of the open, sustainable, and
assertive trade policy. A qualitative document analysis of
EU PTA implementation reports was conducted to begin
to ascertain what categories of issues are the focus of
implementation challenges, establish the matters that
are not resolved in joint bodies and end up in disputes,
and ascertain whether the new trade policy has also cor‐
related with increased PTA dispute activity, as we would
expect from the focus on PTA implementation in the
new policy. Drawing from recent scholarship on the char‐
acteristics of joint bodies created in PTAs tasked with
the management and implementation of the PTA (Dür
& Gastinger, 2021, 2023), we further hypothesise that
problems in the implementation of PTAs are more likely
to be resolved within discussions in joint bodies in EU
PTAs with democracies, with more significant and inter‐
dependent economies, and in newer agreements where
stronger joint bodies have been created.

The rest of the article is organised as follows.
Section 2 introduces the key bodies for implementa‐
tion and enforcement of PTAs. Section 3 contextualises
PTAs within the 2021 Trade Review and 2023 Economic
Security Strategy and charts expectations for enhanced
PTA implementation resulting from these strategies.
Section 4 describes the data sources used in the arti‐
cle and the approach taken to guide the data analysis.
Section 5 categorises instances of implementation chal‐
lenges and formal disputes to enforce PTAs reported in
the European Commission’s reports on PTA implementa‐
tion. Section 6 presents conclusions summarising condi‐
tions for the increased likelihood of disputes.

2. Implementation of Preferential Trade Agreements

PTAs are “living agreements,” as they rely on the imple‐
mentation of what has been agreed upon and constant
monitoring and negotiation of disagreements, as well
as the creation of institutional arrangements to make
future decisions to further facilitate trade between the
parties. Institutional frameworks and their operation
are therefore critically important. Beyond consultations,

collaboration, and discussions within committees, PTAs
also incorporate formal dispute settlement mechanisms
as a backstop to guarantee enforcement should col‐
laboration and discussions fail. These ensure the legal
enforceability of the agreements. Dispute settlement
mechanisms typically include an initial stage of formal
consultations between the parties. If this does not foster
a solution, the complainant can then ask for a panel to be
set up to arbitrate on thematter either within theWTO’s
Dispute Settlement Body or for a panel to be set up under
the PTA. PTAs, therefore, incorporate an implicit recogni‐
tion of the possibility that aspects of the PTAmight not be
implemented properly and that the parties require legal
processes of redress to ensure the enforceability of com‐
mitments undertaken in PTAs.

Recent scholarly work is turning attention to these
frameworks. Political research has focused on the ratio‐
nale for the emergence of joint bodies (Dür & Gastinger,
2023), whilst legal scholars have concentrated on the
legal standing of these bodies and how this interacts
with WTO and other legal commitments (Durán, 2020).
Drawing on large‐N analysis of PTAs, new research has
focused on determining what types of international
agreements are most likely to create joint bodies (asso‐
ciation councils, committees, working groups), namely
those between democracies where higher levels of trust
facilitate empowering these bodies to make decisions
(Dür &Gastinger, 2021). This scholarship has determined
that the EU includes joint bodies with greater respon‐
sibilities and decision‐making authority in international
agreements with partners with whom it has greater
economic interdependence. The reason for this is that
increased openness and trade (as facilitated by a PTA)
with close economic partners can also cause more eco‐
nomic competition if reciprocal commitments are not
fully implemented (Dür & Gastinger, 2023).

By focusing resources on the joint bodies with larger
more relevant partners and where there is a closer inter‐
dependent relationship, some of the costs of joint bod‐
ies (both logistical costs and sovereignty costs) can be
offset in favour of particular outcomes (Dür & Gastinger,
2023, pp. 1077–1079). Arrangements under the Trade
and Cooperation Agreement (TCA) with the UK exem‐
plify this. The TCA presents a greater multitude of joint
bodies under the Partnership Council and institutional
avenues for cooperation. Moreover, it incorporates inno‐
vative arrangements for a “level playing field” and “rebal‐
ancing arrangements” to ensure that regulatory diver‐
gence does not lead to the UK lowering environmental
and social standards to a degree that it outcompetes the
EU for investment, and becomes a back door to the EU,
given its close relationship and market access as guaran‐
teed by the TCA. The arrangements enable the parties,
for the first time under an EU PTA, to take direct actions,
including restricting trade, if measures in the other party
are lowering environmental and social standards, with‐
out the need to wait for arbitration or dispute settle‐
ment, although there are strict requirements and tests
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before actions can be taken (Collins, 2021). However, it
is unclear exactly how this will work, and by providing
an avenue for the parties to override adverse third‐party
rulings, it can bring the TCA into question (Lydgate et al.,
2021). Nonetheless, the intention is to exercise control
over economic decisions elsewhere and guarantee the
implementation of the TCA.

Extant literature is, thus, beginning to consider the
implementation of EU PTAs in terms of institutional struc‐
tures, especially with regard to the effectiveness (or lack
thereof) of the provisions in the TSD chapters (Campling
et al., 2016; Hradilova & Svoboda, 2018). However, it has
yet to fully delve into the types of implementation chal‐
lenges that are encountered and how these are resolved,
including the effectiveness of the joint bodies and insti‐
tutional arrangements of PTAs in resolving implementa‐
tion difficulties as they arise. The key aim of this article
is to highlight the need to focus attention on implemen‐
tation processes and to contribute to the literature by
beginning to map and explore what policy areas raise
challenges in PTA implementation, and how these are
resolved, for example, through the work of joint bodies
of PTAs or through legal dispute resolution to enforce
the agreement. Following Dür and Gastinger’s (2021,
2023) findings on joint bodies, we would expect PTAs
with economically more significant partners, with part‐
ners with whom the EU is more interdependent, democ‐
racies, and newer agreements that have a broader scope
of issues to have more successful joint bodies where
implementation challenges are resolved within these
bodies without the need to trigger dispute settlement
mechanisms to guarantee the correct implementation
of commitments.

3. EU Trade Policy Review 2021: An Open, Sustainable,
and Assertive Trade Policy and the 2023 Economic
Security Strategy

The Commission’s new trade policy was prepared at
a time of global upheavals, amid supply chain disrup‐
tions and rising trade protectionism resulting from the
Covid‐19 health crisis and President Trump’s unilateral
trade policy and disabling of the WTO and its Dispute
Settlement Body’s Appellate Body. These highlighted EU
trade dependencies and forced a rethink of trade policy,
not just to face up to these challenges, but to support
other key strategies of von der Leyen’s Commission like
the European Green Deal and European Digital Strategy,
tasked with addressing key climate and economic recov‐
ery challenges. The trade strategy is justified by the
need to “recover from Covid‐19” and to “implement UN
Sustainable Development Goals” (European Commission
Directorate‐General for Trade, 2021, p. 1) and represents
the EU’s most geopolitical trade policy to date. Although
EU trade policy has always incorporated geoeconomic
considerations (Garcia, 2013, 2015), the dominant dis‐
course and projected image have tended to downplay
these aspects.

The 2021 policy departs fromprevious ones by explic‐
itly adopting a language that borrows from EU secu‐
rity discourses. The policy is described as leading to an
“open strategic autonomy” that “emphasises the EU’s
ability to make its own choices and shape the world
around it through leadership and engagement, reflecting
its strategic interests and values” (European Commission
Directorate‐General for Trade, 2021, p. 8). It emphasises
the need for the EU to identify and address strategic
dependencies in supply chains, enhance the resilience
and competitiveness of EU economies, ensure sustain‐
ability and fairness in trade, engage with the multilat‐
eral system and others to bolster the rules‐based sys‐
tem, and increase the EU’s assertiveness. This is further
emphasised in the 2023 Economic Security Strategywith
its focus on reducing risks to supply chains, to EU technol‐
ogy and critical infrastructure and the single market, and
the risk of weaponising economic interdependencies by
means of promoting innovation and technological capac‐
ity, protecting the single market from unfair trade prac‐
tices and partnering with others to strengthen interna‐
tional institutions and diversify economic ties through
trade agreements (European Commission Directorate‐
General for Communication, 2023).

A series of new and updated unilateral trade mea‐
sures have been developed to address this international
context and operationalise this assertive policy (De Man
et al., 2022; Erixon & Lamprecht, 2022; Ibáñez, 2023).
These include measures to tackle economic distortions,
defend against economic coercion and secondary sanc‐
tions, protect critical assets, and link values and sustain‐
ability to trade (Gehrke, 2022). Incipient literature on
the “open, sustainable and assertive trade policy” has
noted the dangers of these measures potentially lead‐
ing to a more closed EU market and retaliation from
trade partners (Erixon& Lamprecht, 2022; Gehrke, 2022),
and how the measures with a more automatic applica‐
tion (Carbon Border Adjustment, Deforestation Initiative,
Corporate Sustainability DueDiligence) are likely to apply
to top trading partners like theUS, China, andUK, increas‐
ing costs in trade (Ibáñez, 2023, p. 79). The difficulties
the EU faces in acting in a geopolitical way, for exam‐
ple, member states pursuing greater trade with China at
the expense of concerted action, the ambiguity of the
Commission’s framing of geopolitical and geoeconomic
interests in trade measures (Weinhardt et al., 2022), and
the absence of a “serious debate…on geopolitical inter‐
ests and values” (Gehrke, 2022, p. 76) have been the
other focus of the literature.

PTAs, the focus of this article, play an important part
in the new economic strategy as part of the partnership
pillar and in the open, assertive, and sustainable trade
policy, but they have not been featured in the literature
on the new trade strategy. The 2021 Trade Policy Review
committed to strengthening the EU’s focus on correct
implementation and full enforcement of PTAs’ commit‐
ments and ensuring a level playing field through the fol‐
lowingmeasures: (a)making full use of the opportunities
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existing in PTAs by supporting stakeholders to utilise
these and access the Access2Markets portal; (b)monitor‐
ing the proper implementation of PTAs; and (c) address‐
ing non‐compliance through theWTOor bilateral dispute
mechanisms in PTAs (European Commission Directorate‐
General for Trade, 2021, p. 22). PTA implementation
is, therefore, an important aspect of the EU’s more
assertive and geopolitical trade policy.

The 2023 Economic Security Strategy further reiter‐
ates the significance of PTAs as one of the EU’s tools to
achieve its commercial interests. The strategy revolves
around three pillars: (a) promoting EU economic com‐
petitiveness (boosting innovative technologies, improv‐
ing the single market); (b) protecting the EU’s economic
security (e.g., investment screening, preventing corpo‐
rate links that could result in technologies going else‐
where, or EU infrastructures being accessible to foreign
powers, using trade defence instruments); and (c) part‐
nering with countries with similar concerns and inter‐
ests, including through PTAs to ensure compliance with
international rules and diversify supply chains and eco‐
nomic ties (European Commission Directorate‐General
for Communication, 2023, p. 3). Full implementation of
the EU’s PTA network, and expansion of the network, is
considered an important step towards diversifying sup‐
ply chains, “de‐risking” business, and reducing interde‐
pendencies (European Commission Directorate‐General
for Communication, 2023, p. 13), and is an integral part
of the partnering pillar of the strategy. Supply chain dis‐
ruptions and protectionism at the height of the Covid‐19
pandemic and further disruptions caused by Russia’s
invasion of Ukraine in 2022 account for rising concerns
within the EU and the desire to take a more geopolitical
approach to trade and economic policy, as described in
the Economic Security Strategy.

So what do these strategies mean for PTAs and
their implementation? The 2021 Trade Policy Review
(European Commission Directorate‐General for Trade,
2021, p. 10) includes respect for global trade rules and
implementation of PTAs as two of the three core objec‐
tives of the policy, and PTAs are a key part of the part‐
nership pillar of the Economic Security Strategy. In light
of this, we would expect the analysis of the implementa‐
tion of PTAs to reveal a concerted effort to ensure PTAs
are being correctly implemented, with an increase in the
number of matters being discussed, resolved, and, when
not resolved, an increase in the number of implemen‐
tation challenges leading to disputes to ensure enforce‐
ment of commitments from 2020, the time when this
policy was developed. We would also expect a rise in
disputes related to sustainability, as worker protection
is also considered a key aspect of the 2021 Trade Policy
Review (European Commission Directorate‐General for
Trade, 2021, p. 10), not in vain, the Trade Review dove‐
tailed in time with the European Commission’s review of
the 15‐point action plan for the implementation of Trade
and Sustainability Chapters in PTAs which was under‐
taken in 2021–2022 following the 2018 15‐point plan.

The reform resulted from the 2017–2018 debate
instigated by the European Commission on improving
the effectiveness of TSD chapters in PTAs. Responding
to criticisms from the European Parliament and civil
society groups over the weak enforceability of labour
and environmental commitments in PTAs, given the
TSD chapters’ sui generis dispute resolution mechanism,
modelled on International Labour Organisation (ILO) pro‐
cedures and eschewing possible financial penalties and
trade preference withdrawal, the European Commission
launched discussions on TSD. The 15‐point action plan
eschewed a sanctions‐based model and instead pro‐
posed a series of measures to improve the implemen‐
tation of TSD chapters, including improving coordina‐
tion with the European Parliament and member states,
improvedmonitoring, financial assistance to stakeholder
groups to support themonitoring of the implementation,
and making greater use of the sui generis dispute resolu‐
tion mechanism (European Commission, 2018a).

The dynamics of the reform, including pressures
from civil society and the European Parliament, and the
reformper se lie beyond the scope of this article but have
been analysed elsewhere (see Durán, 2020; Harrison
et al., 2019; Hradilova & Svoboda, 2018). What is rel‐
evant for this article, is the emphasis placed on the
implementation of TSD chapters in PTAs. Given this back‐
ground, we would also expect more mentions of envi‐
ronmental and labour matters in PTA implementation
documents andmore reliance on disputes. To determine
if this is the case and begin to categorise the kinds of
challenges that arise in PTA implementation and the sub‐
jects that lead to disputes, we now turn to the EU’s PTA
implementation reports, which focus on implementation
between 2016 and 2021.

4. Approach and Data

Since 2017, the European Commission has published an
annual report on the implementation of its PTAs in the
preceding year. These reports cover all EU PTAs, and
as new PTAs are ratified and entered into force, these
are also included in the next report. These reports are
an important source of information on PTA implemen‐
tation, as they are compiled using official trade statis‐
tics, information from EU delegations around the globe,
and by those with access to the various joint bodies, i.e.,
joint committees created by the PTAs and the discussions
undertaken in each of these with PTA partners. Crucially,
they report on the same information in a consistent way
year‐on‐year, making it easier to compare across years
and to trace developments over time. PTA implemen‐
tation reports are publicly available from the Europan
Commission website. These are available between 2017
and 2022, so a total of six years are covered in this article.
This is a convenience sample basedon the years forwhich
reports are available. Unfortunately reports from previ‐
ous years are not available and joint committee minutes
are not uniformly available. The timeline that is available
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covers two years prior to the start of the von der Leyen’s
commission and its geostrategic shift (2016–2018) as
well as the years when the new trade policy was being
designed (2019–2020) and the initial year since its launch
(2021), allowing for some initial observations of whether
more challenges are being raised and whether more dis‐
putes are being initiated under the new policy.

The format of the reports changes slightly from
year to year. The initial report presents information
by PTA grouping (earlier PTAs pre‐dating 2006; Eastern
Neighbourhood countries; Economic Partnership
Agreements with African, Caribbean, and Pacific states,
more modern post‐2006 PTAs). Subsequent reports do
that as well, but also carve out specific sections to report
on key themes across PTAs, namely agri‐food and the
trade and sustainability chapters where progress and
challenges in all PTAs are discussed, showing that these
are two areas of particular concern to the EU. From
2021, the reports take a different format and amalga‐
mate the Commission’s report on the implementation
of PTAs with other trade enforcement actions (includ‐
ing at the WTO) and include some comments on sub‐
missions to the Single Entry Point, created in the 2021
Trade Policy Review, that enables firms and stakehold‐
ers to submit to the Chief Trade Enforcement Officer’s
team their examples of non‐implementation of PTAs and
trade barriers they encounter for direct investigation.
It is important to note that these reports do not include
information that the European Commission reports on
separately, namely the implementation of trade pref‐
erences and compliance with conditionality under the
EU’s generalised system of preferences with developing
states, foreign direct investment screening, use of trade
defence instruments (anti‐dumping, anti‐subsidies, and
safeguard measures), and activities on infringements of
intellectual property rights.

Given that the focus of this article is PTAs, the
absence of these aspects does not constitute a problem.
As this article aims to explore challenges in the imple‐
mentation of EU PTAs and how the EU reacts to these
in light of the new open, sustainable, and assertive trade
policy, within the joint committees for PTA implementa‐
tion and/or through recourse to dispute settlement, the
reliance on documents from the European Commission
does not introduce a bias into the study. Although not
the focus of this particular article, the Commission’s
reports do mention concerns raised against EU prac‐
tices by PTA partners, showing they relate to what is
covered in the joint committees and not just EU con‐
cerns. These reports highlight the most relevant issues
relating to each PTA and may be missing discussions on
matters that are not conflictual and examples of collab‐
oration or socialisation and cross‐fertilisation of ideas
on making regulations or policies on certain issues that
may arise from the formal and institutionalised discus‐
sions at joint committees. Although the most recent
report presents a general summary of cases reported
directly by business and civil society to the Chief Trade

Enforcement Officer through the Single Entry Point, it
fails to provide details of these; it is therefore not pos‐
sible to ascertain whether business and civil society are
reporting the same concerns as those being raised in
joint committees of PTAs or other issues. For this rea‐
son, a Freedom of Information request was made to the
European Commission to receive documentation on the
Single Entry Point since its inception. Another request
was made for minutes and documents of the joint com‐
mittees for PTAs, as these are not available in a consis‐
tent manner online. Although the request has not been
rejected, it has been subjected to various delays, mean‐
ing it has not been possible to collect this data in time for
this thematic issue.

The implementation reports were analysed and
coded manually. An inductive approach was deployed
to ascertain from the data in which policy area imple‐
mentation problems arise. This approach is consistent
with the exploratory nature of the article aimed at gain‐
ing insights into implementation challenges and uncover‐
ing relationships to be examined in future larger studies.
Areas mentioned in the reports as examples of inap‐
propriate implementation or of concerns expressed by
a party in the annual joint committee meetings were
coded and grouped into the PTA chapter theme they cor‐
respond to. For instance, problems registering specific
wine or cheese names fall under geographic indications
(a particular type of intellectual property right), instances
of food animal products not being allowed into a market
due to concerns over safety (e.g., following an outbreak
of swine or bird flu) correspond to sanitary and phytosan‐
itary (SPS) matters. In the table in the Supplementary
File, the PTA chapter theme has been included and high‐
lighted in colour for greater ease of identification.Where
specific concerns or problems were mentioned, these
were tracked and coded in all subsequent reports to trace
the evolution through to resolution within the joint com‐
mittee, resolution following dispute settlement consul‐
tations or going through to a formal dispute settlement
panel. Specific cases of disputes appear in red in the
Supplementary File and are discussed in the next section.
The coding of disputes included coding the stage of the
dispute (within each Report), the PTA partner involved,
the topic of the dispute, and the venue chosen for the dis‐
pute. PTAs allow the parties to choose where they wish
to raise a formal dispute. They may take this to the WTO
Dispute Settlement Body or they may request a panel of
arbitrators be established under the PTA. PTAs preclude
the same dispute being pursued simultaneously in differ‐
ent venues. What is relevant for our purposes is that a
formal dispute is initiated, as that shows an issue has not
been resolved within the joint bodies of the PTA.

5. Implementation Challenges in EU Preferential
Trade Agreements

Over time, the EU has established PTAs with coun‐
tries around the world, although not with its strategic
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partners, rivals, and largest trade partners (the US, China,
and Russia). Since the Global Europe trade strategy
of 2006, the EU has engaged in new generation PTAs
with Asian and American states designed to ensure
greater market openness and avoid losing competitive‐
ness vis‐à‐vis the US or China. It has engaged in deep
and comprehensive PTAs with its neighbourhood as
part of the Eastern Partnership. In 2000, the Cotonou
Convention (replacing the Lomé Agreements) commit‐
ted the EU and countries in the Africa, Caribbean, and
Pacific group to negotiate new Economic Partnership
Agreements, with reciprocal trade concessions as the
WTO waiver allowing EU unilateral preferences for
African, Caribbean, and Pacific staes expired. The EU also
has older PTAs, mostly with partners in its neighbour‐
hood, from the 1990s and early 2000s. Older agreements
are less advanced in various disciplines, including TSD
chapters, which were first introduced in the 2011 PTA
with South Korea. Prior to those, the EU has agreements
with its Southern Mediterranean neighbours, a Customs
Union with Turkey, and agreements with Norway and
Switzerland. The table in the Supplementary File lists the
various PTAs that are covered by the EU’s PTA implemen‐
tation reports. Given the absence of dedicated TSD chap‐
ters in older PTAs, PTA joint committees for these will not
be discussing concerns regarding these matters nor can
disputes be brought on this.

PTA implementation reports present a positive nar‐
rative of PTAs. They point to increased trade statis‐
tics and include mini case studies of EU firms that
have benefitted from an agreement (e.g., how ASKET,
a Swedish online‐only men’s ethical clothes firm, bene‐
fits from exports through PTAs; European Commission
Directorate‐General for Trade, 2019, p. 12). All reports
stress EU cooperation with partners, especially with
developing partners and near neighbours pointing to
specific EU‐funded technical capacity‐building projects
(Aid for Trade projects) to help these countries close
the capacity gaps that preclude them from fully imple‐
menting the commitments in the PTAs, especially to

bring regulations closer to EU regulations (European
Commission, 2017; European Commission Directorate‐
General for Trade, 2019, 2022).

When it comes to concerns relating to the implemen‐
tation of PTAs, the reports focus on instances of partners’
non‐implementation that have been discussed in the
meetings of the joint committees. Issues raised across
all reports show a predominance of SPSmeasures in agri‐
cultural trade matters, as well as issues relating to intel‐
lectual property rights, mainly the incorporation of new
EU geographic indicators and performance rights (see
Figure 1). Technical barriers to trade (TBT), for instance in
relation to certificates, or domestic spirit taxes also fea‐
ture prominently, as do matters relating to transparency
in public procurement processes and access for EU firms
to contracts at different levels of government.

Key concerns raised relate to so‐called “behind the
border” trade issues, as these relate to domestic rules,
standards, and regulations that states are often unwilling
to alter. These are also the issues most likely to create
tensions in PTA negotiations (see, for example, Kneller,
2020; Khorana & Garcia, 2013; Nicolas, 2009). Moreover,
in the cases highlighted by the EU relating to wines
and spirits (e.g., the provincial taxes and regulations in
Canada and the differential taxes in Peru and prefer‐
ential treatment for local pisco; European Commission,
2017, 2018b; European Commission Directorate‐General
for Trade, 2019), the authority to make changes lies with
sub‐national levels of government, that may well dis‐
agreewith the commitments the central government has
undertaken in the PTA. Nonetheless, the reports, espe‐
cially from 2019, highlight progress made by the counter‐
parties on these matters, including legislative changes,
and attest to the use of joint committees to discuss mat‐
ters and pressure partners into adapting to implement
PTA commitments. This is in line with the hypotheses
suggesting increased assertiveness as a more assertive
trade policy takes shape and suggesting a greater likeli‐
hood of resolvingmatterswithin joint bodies in PTAswith
other democracies.

TSD chapter (5)
Geographic

indicators (23)

SPS (10)

Market access (15)

Intellectual property (8)

Services (8)

TBT (31)

Figure 1.Most frequent issues reported as problems in PTA implementation reports, in % (2017–2021).
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After SPS, geographic indicators, procurement and
TBTs, market access is the most relevant category of con‐
cern. These have tended to focus on agricultural goods
(e.g., improved access for beef exports to South Korea
and Latin American states, gaining recognition from part‐
ners of EU regionalisation of animal supply chains to avoid
temporary measures as a result of disease outbreaks
being applied to all EU exports; European Commission,
2017, 2018b; European Commission Directorate‐General
for Trade, 2019), as well as in relation to specific
actions by partners (e.g., Colombia’s import ban on
frozen potatoes from the Netherlands, Belgium, and
Germany; European Commission Directorate‐General for
Trade, 2019). Concerns over access for service providers
have been noted in the case of Ecuadorian proposed
rules for insurance providers, Japan’s courier and postal
services, and Korean car repair and maritime transport
services (European Commission, 2021). The table in the
Supplementary File summarises key concerns raised in
each of the reports. It shows how some concerns have
disappeared, this represents progress made in the discus‐
sions and changes in practices. These show the poten‐
tial for resolving matters within the joint committees
and the importance of joint bodies as fora for amica‐
ble conflict resolution and a locus for influencing part‐
ner’s future policies and regulations. The reports high‐
light how discussions within the committees led Ecuador
to drop localisation requirements for patents and a pro‐

posed Ukrainian law for requirements for patents never
materialised (European Commission, 2020).

However, not all matters are resolved in discussions.
Figure 2 shows the caseswhen the EUhasmade recourse
to dispute settlement processes within PTAs. In 2016,
under the terms of the PTA with Peru and Colombia, the
EU requested consultations and a panel at the WTO to
address discriminatory taxes on spirits in Colombia. This
triggered renewed interest from Colombia to discuss the
matter and the case was dropped as Colombia changed
its spirit tax laws. Since 2019, the EU has made more
frequent recourse to dispute settlement procedures.
Although this predates the 2021 Trade Policy Review, it
dovetails in time with the change of Commission, von
der Leyen’s desire for a more geostrategic Commission,
and the preparation of the new trade policy. It is also two
years into Trump’s presidency, by which point the world
was immersed in a series of trade confrontations and the
WTO was seriously undermined. Against this backdrop,
it is unsurprising that the EU would seek to implement
PTAs in a more forceful manner, as its 2021 policy and
subsequent 2023 Economic Security Strategy demand.

From 2019 to date, the EU has initiated eight dis‐
puteswithin PTAs: five related tomarket access for goods
(Colombia, Southern African Customs Union, Algeria,
Turkey, Egypt), one related to supplies (Ukraine), one
to access services and investment (UK), and one to
TSD chapters (South Korea). In 2019, the EU started

• Request panel of experts 

under TSD chapter South 

Korea (ILO)

• Consulta ons Southern 

African Customs Union 

(frozen poultry)

• Consulta on Ukraine (wood 

exports)

• Consulta ons Turkey 

(localisa on 

pharmaceu cals)

• Consulta ons and start of 

proceedings at WTO vs. 

Colombia (frozen potatoes 

imports)

• Request for panel under 

Deep Comprehensive Free 

Trade Agreement with 

Ukraine (wood exports)

• Request panel under 

Economic Partnership 

Agreement vs. Southern 

African Customs Union 

(frozen poultry)

• Request arbitrators for 

Algeria case

• Complaint at WTO against 

Egypt (new import 

registra on requirements)

• WTO consulta ons with 

UK (wind power scheme)

• Panel of experts rule in 

favour of EU in Korea TSD 

case

• Turkey dispute taken to 

WTO

• Ini ate WTO panel vs. 

Colombia (frozen potatoes)

• Consulta ons Algeria (ban 

imports of cars and tariffs)

• WTO rulling in favour of EU 

in Ukraine case

2018 2019 2020 2021

Figure 2. Disputes under EU PTAs.
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consultations with Ukraine over its ban on the export
of unprocessed wood. This continued to the establish‐
ment of an arbitration panel under the PTA the following
year. The panel ruled in favour of the EU in December
2020; however, the implementation has been postponed
due to the outbreak of war (European Commission
Directorate‐General for Trade, 2022). Crochet (2022)
argues EU trade defence measures, like this one, are
designed to guarantee EU access to raw materials, dis‐
couraging partners from processing goods themselves;
it also represents a form of “extractivism.” As the EU’s
own report admits during the time of the ban, Ukraine’s
processed wood exports to China multiplied dramat‐
ically (European Commission Directorate‐General for
Trade, 2022).

In 2018, consultations were also requested under
the Economic Partnership Agreement with the Southern
African Customs Union over safeguards on the import of
frozen poultry, leading to a request for a panel in 2019
and ongoing arbitration. In 2019, consultations were
started at the WTO over Colombia’s ban on imports of
frozen potatoes from some EU states; this led to the
establishment of a panel the following year. In December
2022, the panel ruled in favour of the EU, and the EU
and Colombia have agreed Colombia will implement
changes in November 2023 (WTO, 2023). In 2018, the
EU requested consultations at theWTOwith Turkey over
its localisation requirements for licensing of pharma‐
ceutical products for the public health service, which
could prevent imported drugs from being reimbursed
and widely available. In 2020, the EU requested a panel
at the WTO. In 2020, the EU requested consultations
with Algeria over its ban on car imports and certain
tariffs, and this proceeded to the panel stage in 2021,
although the consultations did lead to the removal
of over 100 tariffs (European Commission Directorate‐
General for Trade, 2022). In 2021, the EU started consul‐
tations at the WTO with Egypt over new import require‐
ments. Pharmaceutical exports are amongst the EU’s top
exports, and car exports, whilst less economically impor‐
tant, are also important to the EU economy and core EU
states like Germany.

Using PTAs to ensure that existing market access is
retained and moving to open dispute if an agreement
cannot be reached in joint committees is unsurprising.
What is more interesting about the cases relating to mar‐
ket access in goods is that some of these are of little eco‐
nomic value to the EU as a whole yet the EU has chosen
to pursue these through dispute settlement (e.g., frozen
potatoes from three EU member states to Colombia).
In these cases, the EU is opting to proceed with disputes
to ensure that partners implement all aspects of PTAs
and to signal the intention to ensure that trade rules
(both in PTAs and WTO) are complied with.

The symbolism of these actions is important, both
domestically to show that the EU is implementing its
own trade strategy and dispel criticisms from agricul‐
tural lobbies and civil society, as well as externally to

demonstrate to affected partners and others that the
EU will not shy away from pursuing disputes to ensure
that commitments in PTAs are enforced. It is also impor‐
tant to note that in most cases of PTAs affected where
implementation challenges have ended up in disputes
and not resolved within the discussions in the joint bod‐
ies (except the TCA), these were PTAs with states that
are not dramatically important to the EU’s economy as a
whole and in half of the cases (Algeria, Turkey, and Egypt)
these are older PTAs covering a more limited scope and
therefore creating fewer opportunities for issue‐linkage
in joint bodies. This aligns with expectations derived
from Dür and Gastinger’s (2021, 2023) explanation of
stronger joint bodies. In these last cases, commitment
to the joint bodies is weaker as are the bodies’ powers
and the inability to reach solutions within the joint bod‐
ies then triggers the initiation of disputes.

The 2021 consultations opened by the EU at theWTO
with the UK under the post‐Brexit TCA over the UK’s
scheme to support wind power generation through tax
refunds were successful and did not lead to arbitration
(European Commission Directorate‐General for Trade,
2022). The significance of opening a dispute (albeit in
the early stages of one) was to demonstrate the willing‐
ness to ensure commitments are enforced properly. This
was especially important given the fraught relationship
between the UK and EU at the time over the Northern
Ireland Protocol and disputes relating to that (seeMurray
& Robb, 2023). Given the interdependence of the rela‐
tionship and strength of the joint bodies created in the
TCA, it is surprising this was not resolved within the joint
bodies; however, during the first year of the TCA, Prime
Minister Johnson’s government’s virulent relationship
with the EU over the Northern Ireland Procotol meant
that the joint bodies did not operate as they should.

The final dispute has been under the TSD Chapter
of the South Korea PTA. This dispute started in 2018
with consultations that led to a panel being established
in 2019 under the TSD sui generis dispute settlement.
This case was especially relevant as it was the first case
brought under the scheme. It dovetailed in time with
the implementation of the 15‐point action plan on TSD
implementation. Korea had not ratified the core ILO con‐
ventions, a substantive provision of the PTA (Durán, 2020,
p. 1040), and its laws on trade unions ran counter to
these and limited labour’s bargaining and association
rights (see Van Roozendaal, 2017). The panel of experts
agreed with the EU that Korea needed to make rele‐
vant changes to its laws, even if it was not gaining a
trade advantage through its ILO‐incompatible practices,
and Korea subsequently changed its labour laws, rat‐
ified three out of the four outstanding ILO core con‐
ventions, and continues work to ratify the final one
(European Commission Directorate‐General for Trade,
2022). Nonetheless, it is important to note that the dis‐
pute was opened four years after stakeholder groups
involved in monitoring the TSD chapter requested this
action, and only once a more pro‐labour government
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under President Moon took office in 2017 and started
to make reforms. The dispute, in fact, was triggered
by a reversal of reforms. Nissen (2022) argues that in
the dispute the EU focused on industries and work‐
ers that it would be most successful in getting South
Korea to make reforms for, eschewing an opportunity
to be more assertive in the dispute. Despite stakehold‐
ers’ voiced concerns over violence against trade union‐
ists in Colombia and certain labour practices in Vietnam,
no consultations have been called with these partners to
date. The PTA implementation reports do mention these
and suggest satisfactory engagement and progress in reg‐
ular discussions under the scope of the joint committee
for TSD set‐up by the PTAs and engagement in collabora‐
tive projects with these partners and the ILO, indicating
thatwhat appears tomattermost is positive engagement
within the joint committees and gradual improvements
and that this can prevent formal disputes from arising.

6. Conclusions

This article contributes to the incipient literature on
a more assertive trade policy by focusing on matters
arising in the EU’s implementation of PTAs. An ana‐
lysis of European Commission PTA implementation
reports reveals challenges to the implementation of PTAs.
The Commission’s key concerns tend to relate to the
adoption and registration of EU geographic indicators,
SPS barriers to agricultural exports, TBT matters, and
access to public procurement markets. Most matters
are eventually resolved within the regular discussions in
the joint committees for implementation andmonitoring
of PTAs.

There have been few formal disputes brought under
PTAs. However, what is clear is that these tend to occur
when there is no engagement from the partner with
EU concerns. In the cases that have been concluded,
the EU has been successful (Ukraine wood export ban,
Colombia ban on frozen potato imports, Korea ILO rat‐
ification), showing that the EU is not pursuing spuri‐
ous cases but genuine breaches of PTA commitments.
From 2019 onward, it is possible to observe an increase
in disputes under PTAs. This dovetails in time with the
changes in the international trade system, the under‐
mining of the WTO by President Trump, and the start
of discussions that led to the 2021 Trade Policy Review
and more assertive EU trade policy. The scarcity of cases
and data to date (including a lack of details on the Chief
Trade Enforcement Officer’s caseload) poses challenges
to determine with precision when the EU will trigger a
dispute under a PTA. Further research once more cases
are available and triangulation withmaterials from stake‐
holders would help to unpack more precisely the pres‐
sures leading to specific disputes.

Nonetheless, this article does present preliminary
evidence that in line with findings relating to the
design of joint bodies in international agreements (Dür
& Gastinger, 2021, 2023), disagreements tend to be

resolved in joint bodies without leading to dispute set‐
tlement in more recent PTAs with broader scope, with
economies with more interdependence with the EU, and
more established democracies. These will be important
variables to consider in future research on the workings
of joint committees as more materials and testimonies
from participants become available. Above all, this arti‐
cle advocates the value of focusing on the implemen‐
tation of PTAs as part of the EU’s broader agenda of
assertive trade policy and of considering the symbolic
importance of disputes.Most disputes relating tomarket
access that the EU has instigated are of little economic
relevance to the EU, but they serve to make the criti‐
cal point that the EU will enforce its PTAs and demand
respect for trade rules and commitments, which is the
key message of the 2021 Trade Policy Review and the
2023 Economic Security Strategy.
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1. Introduction

On December 1, 2021, the member states of the
European Union (EU) launched a strategic and invest‐
ment plan—the Global Gateway initiative—aiming at
mobilizing public and private funds of up to €300 billion
by 2027 in a mixture of existing development policy pro‐
grams, loan guarantees, and “crowd in” private invest‐
ment to finance infrastructure projects abroad. With a
geographical focus on Africa, the Global Gateway Africa
Europe Investment Package is endowedwith €203million
from the EUbudget for 2021–2024. Similar tomultilateral
development financing, the EU links spending on global
infrastructure programs with conditionality rules, includ‐
ing democratic values, good governance, transparency,
equal partnerships, and sustainability. Investment prior‐
ity areas include climate and energy, digital technology,
transport, health, research, and education (European
Commission, 2021b). With Global Gateway, the EU

entered the race for global infrastructure financing with
China by building up its own sphere of influence to fos‐
ter economic relationships through catapulting trade and
investment as geostrategic “key EU foreign policy tools”
(European Union External Action, 2022, p. 253).

Against this backdrop, this contribution exploreswhy
EU member states decided to establish Global Gateway
as a new geopolitical instrument. This study posits that a
combination of external and internal factors—the rise of
China as a geopolitical power, the shift to private invest‐
ment to finance development projects, and the trans‐
formational leadership of the European Commission—
contributed to the adoption of Global Gateway as a
new European geopolitical strategy. First, the EU was
motivated by the rising influence of China in Africa and
thus decided to initiate Global Gateway as an instru‐
ment of EU power projection, to create its own sphere
of influence, especially in a region that had been of
long‐standing diplomatic (and historical) interest to, and
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engagement by, the EU that of late risked falling prey
to China’s growing and assertive statecraft. Second,
Global Gateway was possible through the shift to pri‐
vate investment in multilateral development financing.
With this new instrument, the EU can also support
the European business sector, facilitating their compe‐
tition with Chinese state‐owned companies. Third, the
Commission played a decisive role as a transformational
leader and entrepreneurial agent supported by power‐
ful EU member states. The Commission embraced this
opportunity by designing a geopolitical strategy that facil‐
itated private sector investments to finance infrastruc‐
ture development worldwide.

This contribution advances the literature in sev‐
eral ways. First, the literature on the EU’s actorness
in global governance contends that the unity of the
member states, defined as their ability to present a sin‐
gle stance internally and defend it externally, is a nec‐
essary condition for European actorness and effective‐
ness (da Conceição‐Heldt &Meunier, 2014; Damro et al.,
2017; Drieskens, 2017). This rich stream of literature,
however, disagrees with the extent to which the unity of
member states shapes the EU’s ability to act as an effec‐
tive external actor (Delreux, 2014; Macaj & Nicolaïdis,
2014; Meunier, 2014). The literature to date has to a
lesser extent studied how the Commission can use a
general mandate from the collective principal (mem‐
ber states assembled at the Council of the EU) to act
as a transformational leader. This study fills this gap
by zooming into the entrepreneurial agent role of the
Commission, which proactively pushed for a more vis‐
ible role for the EU foreign economic policy matters
that were linked to a new geopolitical strategy. In so
doing, this piece illustrates howentrepreneurial agents—
understood as those European officials with an incentive
to push for the expansion of policy programs—matter in
the process of gradually transferring more competencies
to the European level.

Second, this study is among the first to examine
Global Gateway as an instance of the EU projecting its
power to create its own sphere of influence. To be sure,
the EU has used its economic power in the past by con‐
cluding a multitude of bilateral and multilateral trade
agreements with third parties (see Gstöhl & De Bièvre,
2018). Yet, this is the first time that EU member states
agreed on a joint strategy to create their own sphere of
influence and “weaponized” economic power (see also
Farrell & Newman, 2019) in a deliberate way to pur‐
sue geostrategic objectives. To the best of my knowl‐
edge, this is the first time that the EU acted as a
geopolitical power by practicing power politics using eco‐
nomic means.

Finally, this study engages with a new stream of
literature that focuses on the geopolitization of EU
politics (Haroche, 2023; Matthijs & Meunier, 2023;
McNamara, 2023; Meunier & Nicolaidis, 2019). By so
doing, it contributes to this new school of literature by
linking geopolitical concerns with global development

financing literature—de‐risking strategies of global devel‐
opment lending by turning to public–private partner‐
ships (PPPs) and venturing into financial capital (Gabor,
2021; Mawdsley, 2018)—and the competition between
economic powers (the EU and China) in the race of
spheres of influence in the Global South (see also
Benabdallah, 2019, 2021). To explain the enactment of
Global Gateway, this study zooms into the rise of China
as a global infrastructure lender—which motivated the
positioning of the EU in the geopolitical arena—and the
shift to private capital to finance development projects.

To trace the establishment of Global Gateway, this
article draws on four sets of empirical material: primary
sources, discourses, media articles, and policy papers.
By doing so, it relies on discourses of EU actors such as
the Presidency of the EU, the president of the European
Commission, the High Representative of the Union for
Foreign Affairs and Security Policy (hereafter, the EUHigh
Representative), and public statements of high‐level EU
officials and national government representatives. It also
explores EUprimary sources such as documents from the
Commission, the European Parliament, and the Council
of the EU. Finally, the article relies on specialized media
on the EU (e.g., Europe’s Daily Bulletin (Agence Europe),
Politico, and EURACTIV), policy papers, and reports.

The article proceeds as follows. The next section
presents the central argument building on major EU, del‐
egation literature, geopolitics, and multilateral develop‐
ment financing literature to explain the origins of Global
Gateway. The empirical section examines how the con‐
fluence of three factors—the rise of China as a global
infrastructure financier in Africa, the shift to private
investment to financemultilateral development projects,
and the transformational leadership of the Commission
as an entrepreneurial agent—enabled the adoption of
Global Gateway. This is followed by a section engag‐
ing with the reactions of African target countries to
the Global Gateway initiative. The conclusion outlines
future research avenues enabling readers to consider the
wider prospects and relevance of EU initiatives that inte‐
grate conditionality rules and environment standards for
global governance and international relations.

2. Global Gateway: A Framework

This article examines the factors behind the creation
of Global Gateway. It argues that three interconnected
external and internal factors—the rise of China as a
geopolitical power, the shift to private investment, and
the transformational leadership of the Commission—
created a window of opportunity to enact a new infras‐
tructure and investment strategy, which in turn cata‐
pulted the EU into a new role as global infrastructure
lender. The rise of China as a geopolitical power was a
necessary and sufficient factor to align EUmember states
behind a joint strategy to position the EU as a global
infrastructure lender. Equally important was the transfor‐
mational entrepreneurial leadership of the Commission,

Politics and Governance, 2023, Volume 11, Issue 4, Pages 223–234 224

https://www.cogitatiopress.com


which used this window of opportunity to design an
ambitious geopolitical strategy that institutionalized col‐
laboration with the business sector and state‐owned
enterprises and banks.

3. External Factors: China as a Global Development
Lender and the Shift to Private Investment

External changes originate from outside the EU polity, as
alterations in the underlying international order, such as
the rise of new powers with their own sources of geopo‐
litical influence or the rise of private capital as a new
mode of investment in development financing.

The first external and necessary factor that led to the
enactment of Global Gateway was the rise of China as a
global infrastructure financier. This led to the EU’s will‐
ingness and need to play a stronger geopolitical leader‐
ship role to counter Chinese influence in the African con‐
tinent and beyond, whilst creating the EU’s own sphere
of influence. In general, the concept of geoeconomics
refers to “the use of economic instruments to promote
and defend national interests and to produce geopoliti‐
cal results” (Blackwill & Harris, 2016, p. 20). Farrell and
Newman (2019, p. 45) speak of “weaponized interde‐
pendence” when states leverage global network struc‐
tures for their strategic advantage. In the European con‐
text, Meunier and Nicolaidis (2019, p. 107) define the
geopolitization of trade as a strategy that “characterizes
the external face of economic status, whereby trade poli‐
cies become embedded in power rivalries.” The geopoli‐
tization of the EU’s foreign economic policy means that
the EU translates its economic and soft power into strate‐
gic leverage by using integrated or intersectoral coher‐
ence in its different policies, from trade to development,
enlargement, and financial support. Geopolitics of the
EU’s external relations also implies that the spatial posi‐
tions of states and regions may affect their foreign eco‐
nomic policies and actions (see Kelly, 2016). For example,
McNamara (2023) argues that the EU is breaking with
its supranational market‐making tradition based on com‐
petition and openness by pursuing instead an interven‐
tionist industrial policy and a geopolitical market strat‐
egy. When the idea of the Global Gateway was first dis‐
cussed at the EU level, EU actors widely agreed on the
need to reduce Chinese influence in infrastructure and
investment projects in the African continent (European
Commission, 2021a).

Second, there was a shift toward private capital to
finance development projects, instead of focusing on gov‐
ernment funding or donor aid. This is part of a new devel‐
opment mantra that aims to create investible projects
that can attract global investors via PPPs (Gabor, 2021).
At the global level, the World Bank was one of the first
multilateral development banks to turn to private capital
(e.g., sovereign wealth funds, private equity, and insur‐
ance companies) under the presidency of Jim Yong Kim
in 2017 with the aim of financing development projects
funded by the International Development Association

(Heldt & Dörfler, 2022; Kim, 2017; World Bank Group,
2018). This turn to private investment has been strength‐
ened over the past years with the introduction of a
new modality of state governance in development assis‐
tance focused on de‐risking (Gabor, 2021). PPPs between
Global South governments and the private sector, but
also between donor governments and the private sector,
have been extensively applied to implement the 2030 UN
Agenda for Sustainable Development (World Bank Group,
2017). This practice of “escorting” private capital to devel‐
opment iswidespread. For example, theGermanBank for
Reconstruction—Kreditanstalt für Wiederaufbau (here‐
after, KfW) now uses concessional resources as a risk
buffer to subsidize high‐risk tranches of development‐
oriented financial instruments, such as guarantees for
the issuance of green bonds (Gabor, 2021; Volberding,
2018). Global Gateway also represents a paradigm shift
for the EU development policy. Thus far, the EU has
focused on development aid in its partnerships with the
Global South. In contrast, infrastructure investments are
now part of a new mindset that links the public with
the private sector (Council of the European Union, 2021)
to actively compete with China in development financ‐
ing. How are these two factors related? When embrac‐
ing Global Gateway, the EU started to strategically pur‐
sue development financing policies that better serve
the interests of EU member states and its private sec‐
tor. The shift toward the private sector enables a new
approach that strengthens European companies invest‐
ing in projects financed by Global Gateway.

These external changes are closely intertwined with
internal factors and important to understand why Global
Gateway came into being, to which this article now turns.

4. Internal Factor: The Transformational Leadership of
the Commission

Internal changes emerge from within the EU polity
itself as political reactions to new circumstances. Major
EU institutions—the Council Presidency, the EU High
Representative, and the Commission—concurred on
the need to position the EU as a geopolitical actor
in the financing of infrastructure projects (European
Commission, 2021a;Macron, 2021). This preference con‐
vergence between powerful EU member states and EU
institutions enabled the transformational leadership of
the Commission as an entrepreneurial agent in setting up
a geopolitical strategy that created the EU’s own sphere
of influence, especially in Africa, where the EU has long‐
standing diplomatic and historical interests.

Without agreement among the 27 EUmember states
on the necessity to position the EU as a geopolitical actor
in the field of development financing, there is less supra‐
national institutions can do. Over the last three decades,
much has been written about intergovernmental bar‐
gaining processes (Moravcsik, 1993, 1998, 2018), supra‐
nationalism (Pollack, 1997, 2003; Heldt et al., 2023), the
role of spillover processes (Haas, 1968; Schmitter, 1970),
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and ideas (Parsons, 2002) as enablers of deepening the
European integration process. Studies on the EU actor‐
ness try to move these metatheoretical discussions to
a more down‐to‐earth discussion by examining what it
takes for the EU to act as an effective actor in the global
arena (da Conceição‐Heldt, 2014; da Conceição‐Heldt &
Meunier, 2014; Delreux, 2014; Macaj & Nicolaïdis, 2014;
Meunier & Vachudova, 2018).

In the meantime, it is almost commonsensical that
the unity and convergence of interests and preferences
of member states are a necessary condition for the
EU’s effectiveness. If EU member states have a united
position and are able to speak with a single voice (see
da Conceição‐Heldt & Meunier, 2014), then they are
more likely to allow the Commission to act on their
behalf in foreign economic policy. Yet, EU studies to date
explore to a lesser extent the role of the Commission
as a transformational leader and entrepreneurial agent.
This is exactly what the current study does. In so doing,
this article contributes to delegation literature. Whilst
delegation scholars predominantly focus on the princi‐
pal side of the delegation process (Delreux & Adriaensen,
2017; Hawkins et al., 2006; Pollack, 1997, 2003), the
study of the agency side of this relationship (Cortell
& Peterson, 2022; Heldt et al., 2022b) has only been
done to a limited extent. This study advances this liter‐
ature by examining how the entrepreneurial role of the
Commission impacts the enactment of newEU geostrate‐
gic policy instruments.

The Commission played a transformational leader‐
ship role as an entrepreneurial agent in the delineation
of the Global Gateway strategy. This article argues that
political leadership by entrepreneurial agents is more
likely to occur when it is broadly supported by the
collective principals represented in the Council of the
EU. European integration theories—neo‐functionalists
and principal‐agent scholars—view the Commission as a
proactive actor advancing the European integration pro‐
cess. Neo‐functionalists use the concept of “functional
spillover” to refer to situations in which competencies
in one policy area lead to expansion into other areas
(Bergmann & Niemann, 2018; Haas, 1968). Delegation
scholars also assign a competence‐maximizing role to
supranational institutions (Heldt et al., 2023; Pollack,
1997, 2003). By contrast, other scholars examine the
Commission from an international bureaucratic perspec‐
tive (Hartlapp et al., 2014; Hooghe, 2001; Kassim et al.,
2013). More recently, new intergovernmentalists have
argued that the Commission has become a more reluc‐
tant competence maximiser that is well aware of mem‐
ber states’ unwillingness to transfer more competencies
to the supranational level (Bickerton et al., 2014). This
line of argument, however, disregards that supranational
institutions will never waste a good crisis to obtain more
competencies, and thus turn the EU into a closer union.
Thus, this study argues that supranational institutions
play a more nuanced role than European integration the‐
ories assume. Entrepreneurial agents act as both pro‐

pellers andpolitical leaders (seeHeldt et al., 2022a). They
help their organizations develop new innovative instru‐
ments to strengthen and expand their powers under the
presumption that member states support the expansion
of an institution’s portfolio.

Transformational political leadership by suprana‐
tional institutions is crucial for advancing the European
integration process. Political leadership is a social pro‐
cess in which leaders attempt to influence and mobi‐
lize other actors to achieve a common goal (Nye, 2006;
Schoeller, 2017). Transformational leadership, defined
as a leader’s (the Commission) ability to encourage
followers (member states; see also Bass & Riggio,
2008) by appealing to the idea of common inter‐
est and identity (e.g., a European geopolitical commu‐
nity), is a crucial dimension of the European integra‐
tion process. Transformational political leadership by an
entrepreneurial agent means that the leader is able
to unite followers along an objective or a common
identity—Global Gateway—as a new instrument of for‐
eign policy and international development to place the
EU in the geopolitical ecosystem.

When a supranational institution can generate
awareness of a shared identity, preparing and sharing
proposals to overcome a challenging situation—or, in
this case, to place the EU in the geopolitical landscape—
it demonstrates leadership. In other words, if a supra‐
national institution can provide a solution to collective
action problems along the neo‐functionalist tradition
(Haas, 1961; Schmitter, 1970) so that the member states
do not question its authority and accept the proposed
solution as the best way to solve a new challenging
situation, it acts as a transformational political leader.
Thus, a supranational institution can take the lead and
is more likely to integrate the national governments’ dif‐
ferent positions into a common proposal. Expert capac‐
ity, the inclusiveness of different positions (and geopolit‐
ical sensitivities), and awareness of a shared identity are
crucial elements of entrepreneurial agents’ transforma‐
tional political leadership.

5. Setting Up the Global Gateway Strategy: China’s Rise
as a Global Infrastructure Financier

The disruptive effect of the Covid‐19 pandemic in 2020
exposed the weaknesses and dependencies of global
infrastructure, the disruption of global supply chains,
and the scarcity of medical goods. This event raised the
awareness of the Commission and EU member states
of the importance of reducing economic dependence
on China. Before and during the pandemic years, China
had carefully orchestrated a soft power offensive project‐
ing itself as Africa’s new benefactor, offering support for
the economic development of the continent apparently
without any tangible loan conditions. China has vastly
financed networks of trade, transport, and energy routes
under the Belt and Road Initiative (BRI)—a core tool of
Chinese foreign policy (Benabdallah, 2019). At the same
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time, Huawei Technologies and other Chinese technol‐
ogy companies invested in parallel in the digital infras‐
tructure of emerging and developing countries around
the globe (Reilly, 2021). Even if these activities have been
most intensive along the routes of the BRI, when the pan‐
demic spread along the initiative routes, these planned
corridors of transportation infrastructure financed by
China (linking the East and West) were also used by
the Chinese government to provide medical support to
the Balkan states, Italy, and Spain. The Chinese govern‐
ment used this unique opportunity to project itself as a
“humanitarian global power,” and to expand the scope of
BRI—which now includes a Green Silk Road, a Digital Silk
Road, and a Health Silk Road (Heldt, 2020).

The rise of China has led to a rethinking of EU–Africa
relations (Carbone, 2023; Haastrup, 2022; Langan, 2020),
especially because the EU and the US perceive the
African continent to be at risk of being ensnared by
China’s sphere of influence (G7, 2022; Raube & Rubio,
2022). In 2010, the EU and China had a share of around
40% of construction and investments in Africa. However,
in 2018 China’s had risen to 60% and the EU had fallen
to around 20% (Giesen et al., 2023). Global Gateway
is thus part of a broader strategy to tighten the rela‐
tions between the EU and Africa. Other important infras‐
tructure investment programs include the G7 Build Back
Better World, G20 Compact with Africa by the G20, and
the Clean Green Initiative by the UK (G7, 2022).

One way for the EU to build its own sphere of influ‐
ence was to develop a geostrategic and global approach
to connectivity to advance the EU’s economic, foreign,
development, and security policy interests, while simul‐
taneously promoting European democratic values—the
Global Gateway initiative—to counter China’s BRI and
its influence on the African continent. EU member
states widely agreed on the importance of having a
joint geoeconomic strategy to rebuild and enhance the
EU’s sphere of influence. For example, French President
Emmanuel Macron underlined that the EU needed to
“move from being a Europe of cooperation inside of
our borders to a powerful Europe in the world, fully
sovereign, free to make its choices and master of its
destiny” (Macron, 2021). President Macron wanted to
have a “more sovereign Europe,” for which a prereq‐
uisite was stability in Europe’s neighborhood, including
Africa (Macron, 2021). At the EU–African Union Summit
on 17–18 February 2022, EU member states and African
Union states agreed to create a “European New Deal,” to
financially support the economic growth of the African
continent and thus implement the geopolitical project
(European Council, 2022).

This position aligned with statements made by the
President of the European Commission Ursula von
der Leyen, on December 1, 2021, who declared that
Global Gateway was a template for the EU to “build
more resilient connections with the world” (European
Commission, 2021a). This position was supported by
the EU High Representative, Josef Borrell, who high‐

lighted that Global Gateway enabled the EU to affirm
its “vision of boosting a network of connections, which
must be based on internationally accepted standards,
rules and regulations in order to provide a level‐
playing field” (European Commission, 2021a). Germany’s
ForeignMinisterHeikoMaas explicitly referred to the rise
of China as an influential factor in world politics, thus jus‐
tifying the need for a European counteroffensive (Agence
Europe, 2021b). The rise of China as a global infrastruc‐
ture lender with its BRI led the EU to initiate Global
Gateway as an alternative to counter Chinese geopolit‐
ical influence in the African continent. Global Gateway
constitutes a first step to transform the EU into a geopo‐
litical heavyweight and competitor to China’s BRI.

It was against this backdrop that European foreign
ministers entrusted the Commission on July 12, 2021,
with the development of a new geopolitical instrument
to finance EU strategic economic investments abroad
with the aim of advancing the EU’s “economic, foreign
and development policy and security interests and to
promote European values” (Agence Europe, 2021a; see
also Council of the European Union, 2021). Thus, Global
Gateway represents a paradigm shift in a twofold way.
Firstly, the EU had hitherto focused on aid in its partner‐
ships with developing countries. Secondly, the decision
of EU member states and the Commission to involve the
private sector through PPPs emulates the World Bank’s
approach to development projects bringing profits gener‐
ated from infrastructure investments into the EU’s devel‐
opment policy.

By giving the Commission a relatively vaguemandate
with a high level of discretion, EUmember states enabled
the transformational leadership of the Commission.
The entrepreneurial agent designed a geopolitical plan
characterized by a broad range of issues (including digi‐
tal, climate and energy, transport, health, and education)
with centralized tasks at the EU level and flexible arrange‐
ments (see also Koremenos et al., 2001). The choice for
this delegation design gives the Commission extensive
coordination powers to implement the Global Gateway
strategy with PPPs—a model that does not involve addi‐
tional costs for EU member states. PPPs, in turn, enable
the Commission to combine existing funding from the
EU’s development aid to co‐finance infrastructure invest‐
ment with the private sector. Global Gateway constitutes
a first attempt to set up a European Export Credit Facility
to support European firms to facilitate their competition
with Chinese state‐owned companies. Ursula von der
Leyen framed Global Gateway as a viable alternative for
developing countries to China’s BRI:

Countries made their experience with Chinese
investment. And they need better and different
offers….They know we are transparent; they know
it is accompanied by good governance, they know
there will be no unsustainable debt left over, they
know this is with the country itself inclusively that
we design the project…and we bring on top of that
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the private sector with us, a private sector that in
such a way does not exist in China. So, it is a true
alternative. (European Commission, 2021c)

The new flagship infrastructure project aims to
strengthen three key dimensions of development:
resilience by supporting vaccine production abroad,
robust digital infrastructure, and food security; sus‐
tainability by supporting future‐proof investment in
renewables; and cooperation with like‐minded partners,
including investments in strategic transport corridors
(Szczepański, 2023, p. 6). Global Gateway links engage‐
ment in global infrastructure investments to key princi‐
ples, including democracy, good governance and trans‐
parency, equal partnerships, green transition, security,
and private‐sector investment (European Commission,
2021b, p. 3).

One of the core elements of Global Gateway is
coherence across policy areas. Some financial instru‐
ments are centralized at the EU level, while others
are complemented by national funding. The financial
design brings together grants from the Neighborhood,
Development, and International Cooperation Instrument
with a total amount of €18 billion and €21 billion in
guarantees through the European Fund for Sustainable
Development. European financial institutions—including
the European Bank for Reconstruction and Development
and the European Investment Bank—and EU member
states will finance €145 billion worth of investments.
To support investment and development in green and
clean infrastructure implementation, the Commission
will also build on existing European programs (European
Commission, 2021b, pp. 8–10) with the aim of over‐
coming the existing fragmentation and overlaps in
the European financial architecture for development
(Szczepański, 2023, p. 4). In so doing, Global Gateway
institutionalizes the collaboration with the private sector
and state‐owned enterprises and banks.

Following the enactment of Global Gateway, the
European International Contractors, a federation of the
European construction industry, stated that national
Export Credit Agencies would be involved in the whole
process to leverage additional financing (European
International Contractors, 2021). State‐owned banks are
also important partners. For example, three units of
the German bank KfW are involved: KfW Development
Bank, which finances long‐term investment in devel‐
oping countries; DEG, in charge of the promotion of
developing countries and emerging economies; and KfW
IPEX‐Bank, which is in charge of international export and
project finance (Krämer, 2022). KfW can use concessional
resources as a risk buffer and thus subsidize high‐risk
development financial instruments. This is part of a new
approach to finance development as a “de‐risking” strat‐
egy, where investment risks are guaranteed by states.
It creates a safety net for investors in development assets
while safeguarding their profits from risks attached to
“infrastructure assets” (Gabor, 2021, p. 43).

The Commission acted as a transformational leader
and entrepreneurial agent by choosing an institutional
design for Global Gateway, in which it puts itself in
the driver’s seat at the implementation stage. In so
doing, it relied on its expertise capacity in implement‐
ing international development projects and raised aware‐
ness of a shared identity of the EU as a geopolitical
community. The governance structure of the Global
Gateway, through Team Europe initiatives, indicates that
close coordination between the Commission, European
Union External Action, aid agencies of the member
states, and European financial institutions, decentralizes
power within the EU. EU member states agreed on a
joint implementation through a Team‐Europe approach,
which mobilizes resources of the European Investment
Bank and the European Bank for Reconstruction and
Development, the Commission, and national develop‐
ment finance institutions. The alternative approach sug‐
gested by the Wieser Group to create a single entity
for external development finance, uniting both European
banks, was rejected by EUmember states (Council of the
European Union, 2019; Hodson & Howarth, 2023).

Under the Commission and the EU High
Representative’s guidance, EU institutions and member
states will work together with European businesses, civil
society, and the private sector in partner countries to
implement Global Gateway. Two institutions will play a
central role: a Global Gateway Board and the Business
Advisory Group on the Global Gateway. The main func‐
tion of the Global Gateway Board would be to provide
strategic guidance in relation to the development of
Team Europe projects. By contrast, the Business Advisory
Group on the Global Gateway would ensure the involve‐
ment of the private sector in the implementation of the
Global Gateway initiative (European Commission, 2021b,
p. 12). The Advisory Group will have up to 60 members
and 10 observers from the private sector and EU institu‐
tions, including EU trade and business associations and
business networks. The main mission of this Advisory
Group is to create a forum to discuss strategic priori‐
ties, activities, and opportunities for the private sector
in the areas covered by the Global Gateway (European
Commission, 2023a).

After Russia’s invasion of Ukraine in February 2022,
the EU flexibly employed Global Gateway as an instru‐
ment of EU power projection by signaling Balkan
states that they belonged to the EU’s sphere of influ‐
ence to counter China and Russia’s influence in these
countries. Global Gateway was thus supplemented
with new programs for the Balkan states and a new
Eastern Partnership. In May 2022, the President of the
European Council Charles Michel presented his vision
for a “European geopolitical community,” which pro‐
motes peace, stability, and security in the EU by involv‐
ing Western Balkan countries in annual meetings with
EU member states. Cooperation between the EU and
these countries will be strengthened in the future in
socioeconomic, educational, and research issues. More
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importantly, the EU will accelerate the enlargement pro‐
cess for Western Balkan countries (Michel, 2022).

The European Commission and EU High
Representative are both in charge of swiftly implement‐
ing Global Gateway and are required to inform the
Council and the European Parliament. The latter oversees
monitoring and evaluates the progressmade in the imple‐
mentation of Global Gateway (European Commission,
2021b, p. 12). Two significant initiatives were launched in
February 2022: the first regional Global Gateway Africa–
Europe Investment Package and a regional investment
package for theWestern Balkans. In November 2022, the
EU concluded a strategic partnership with Namibia and
Kazakhstan for raw materials and renewable hydrogen
sources. The EU also launched its Global Health Strategy
with the aim of expanding international health part‐
nerships based on co‐ownership and co‐responsibility
principles for the participating countries. Finally, at the
December 2022 EU–US Trade and Technology Council,
the EU initiated connectivity partnerships with Jamaica
and Kenya (Szczepański, 2023, pp. 7–9).

Since the launch of the Global Gateway Strategy in
December 2021, grants worth more than €9 billion from
the EU budget have been used for investments in digital,
energy, health, and education sectors as well as in strate‐
gic transport corridors (European Commission, 2022).

Global Gateway presents a credible and competitive
alternative to the BRI and thus strengthens the EU’s posi‐
tion in a more competitive international environment in
foreign policy and international development financing
(Lau & Moens, 2022). The Commission played a decisive
role in the design of Global Gateway by choosing instru‐
ments in the form of PPPs centralized at the EU level, to
tap into new financial resources to finance infrastructure
development projects, introduced coherence across pol‐
icy areas and collaboration with private actors through
the creation of the Business Advisory Group, and priori‐
tized world regions, and their strategic value for the EU.

The EU High Representative and the Commission
jointly released the European Economic Security Strategy
in June 2023, which identifies Global Gateway as one
of the three pillars of the EU’s economic security. This
new strategy aims at protecting the EU’s economic secu‐
rity, promoting the EU’s competitiveness, and partner‐
ing with countries on similar de‐risking paths which
have common interests with the EU. Negotiating trade
agreements, investing in sustainable development in the
Global South, and securing links across the globe through
Global Gateway are ways of achieving the partnering
objective (European Commission, 2023c, p. 3). For exam‐
ple, the creation of the EU–India Trade and Technology
Council in April 2022 is part of this partnering and de‐
risking strategy. On June 17, 2022, the EU and India
also relaunched negotiations on a trade agreement and
began discussions on investment protection (European
Commission, 2023b). The main motivation behind this
economic cooperation was to counter China’s influence
on the global infrastructure landscape (von der Leyen,

2022). It remains to be seen to what extent in the future,
the two other pillars of the European Economic Security
Strategy—namely promotion of the EU’s competitive‐
ness by strengthening the European single market and
the protection of the EU’s economic security by using
existing policies and instruments—will be integrated into
infrastructure investment or energy security projects as
a means to promote the EU’s competitiveness and to
protect it from risks. The latter implies that outbound
investment will ensure that European companies’ cap‐
ital, together with their knowledge and expertise, are
not used by countries of concern for military application
(European Commission, 2023d).

Member states have reacted in various ways to this
new deepening strategic competition with China. For
example, Germany extensively supports Global Gateway
and the EU’s de‐risking strategy toward China. Foreign
Minister Annalena Baerbock declared that, with Global
Gateway, the EU can offer developing countries better
options “transparently, treating them as equals, with‐
out oppressive contracts” (Federal Foreign Office, 2023),
without explicitly referring to China. In July 2023, the
German government also issued a strategy on China
as part of the joint EU policy on China. Africa is seen
as a “key target region” for the EU’s infrastructure
investment to counter Chinese influence (Government
of the Federal Republic of Germany, 2023, p. 49).
France, a former major colonial power, also supports
the EU’s investments in infrastructure development in
Africa. The current priority of the French Ministry for
Europe and Foreign Affairs—alongside the Ministry for
State and Development, Francophonie and International
Partnerships—is to encourage the French private sector
to mobilize and seize this unique opportunity of invest‐
ing in African countries. OnMarch 23, 2023, theMinistry
for European and Foreign Affairs organized a seminar to
rally the French private sector around Global Gateway
investments with the intention of mobilizing up to 300
French companies (Ministère de l’Europe et des Affaires
Étrangères, 2023).

EU member states currently disagree on the regional
focus of Global Gateway. Whilst Italy and France support
investment in Africa, Spain and Portugal underline the
importance of investing in Latin America. On the other
side of the spectrum, Central and Eastern European coun‐
tries prefer to have infrastructure investments focused
on the Western Balkan region (Giesen et al., 2023). This
has led the Commission to diversify the EU’s infras‐
tructure and investment strategy with 36 projects in
Sub‐Saharan Africa in 25 countries focusing on renew‐
able energies and infrastructure, 14 projects in Latin
America and the Caribbean in 15 countries support‐
ing internet, forest protection, and mobility, seven
projects in EU neighborhood region with projects in
Balkan countries financing digital infrastructure, and
13 projects in Asia and Oceania in 13 countries with
a focus on renewable energies (Directorate‐General for
International Partnerships, 2023).
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6. Reactions of African Target Countries to Global
Gateway

Global Gateway’s creation catapulted the EU into geopol‐
itics prioritizing the African continent to boost pub‐
lic and private investment. This raises the question of
what African target countries’ responses and reactions
to the EU’s global infrastructure project have been thus
far. In general, the reactions have been predominantly
negative. The African Union and officials from African
countries deplore the absence of additional funding for
Global Gateway (Teevan & Domingo, 2022). In contrast,
many African countries view China’s BRI financingmodel,
based on loans, as the more attractive option because
they knowwhat the relevant facts and figures amount to
(Farand, 2021).

In general, representatives from African countries
criticize the EU’s paternalistic attitude. First, recipient
countries dislike the EU’s value‐focused approach. What
the EU defines as good governance, African countries
perceive as onerous bureaucracy, and they lack the insti‐
tutional capacity to handle the complex bureaucratic pro‐
cess of completing all the forms and requirements to
start the investment process. With China, projects can
get started quickly, which is important in Africa because
many of these infrastructure projects are linked to elec‐
toral cycles. Second, for many African countries, the
EU’s environmental standards will be “a double‐edged
sword.” For example, in Nigeria, environmental aspects
are important in respect of energy transition, but they
are secondary compared to the stark infrastructure
deficit faced by that country. Instead of letting the EU
“dictate” whether Nigeria is going to expand its hydrocar‐
bon investments, Nigeria will seek other partners, includ‐
ing China or Turkey (Farand, 2021). Third, a survey carried
out by Afrobarometer in 2019–2021 across 34 African
countries on their views of development cooperation
revealed that 55% of Africans believe foreign lenders and
donors should give African governments more leverage
on how to use development funding and that 51% want
their governments to be free tomake their owndecisions
about democracy and human rights (Afrobaromoter,
2021). Finally, African countries consider the EU’s com‐
petitive framing with China as “problematic” because
it suggests that the EU is more interested in geopolit‐
ical power issues than in providing infrastructure. This
geopolitical preoccupation comes at the cost of under‐
mining African agency in the whole Global Gateway pro‐
cess (Farand, 2021).

To be sure, there has also been an anti‐Chinese back‐
lash in many African countries with widespread com‐
plaints about Beijing’s colonial behavior (Leonard, 2023)
and the risks linked with a “debt trap diplomacy,” in
which China leverages over African countries and even
seizes their infrastructure and resources (Bennon &
Fukuyama, 2023). When implementing Global Gateway,
it is important that the EU avoids the trap of act‐
ing like a colonial power by dictating the rules and

recreating dependencies. Giving African countries some
agency is essential for the whole implementation pro‐
cess to succeed.

7. Conclusion

Global Gateway marks a geopolitical turn in EU poli‐
tics through which the EU can project its power in the
world. This article argues that the confluence of three
factors explains the creation of Global Gateway: the rise
of China as a geopolitical power, the shift to private
investment in multilateral development financing, and
the role of the Commission as a transformational leader
and entrepreneurial agent in designing the EU’s geopoliti‐
cal strategy. First, the economic and political rise of China
as a global infrastructure lender provided the EUwith the
impetus to create its own sphere and influence by estab‐
lishing the Global Gateway. The use of economic tools to
advance geopolitical objectives enables the EU to start
a deeper strategic competition with China on infrastruc‐
ture financing to regain its lost influence on the African
continent. Equally important for the smooth establish‐
ment of this new instrument of geopolitics was the trans‐
formational leadership of the Commission and the sup‐
port of powerful member states, in particular France and
Germany. EU member states gave the Commission a rel‐
atively vague mandate with a high level of discretion,
enabling the entrepreneurial agency of the Commission
to design this geopolitical instrument of EU power pro‐
jection. This, in turn, led to a paradigm shift introduc‐
ing PPPs and thus private capital into EU development
financing. Global Gateway includes a broad range of
issues, centralizes tasks at the EU level, and gives the
Commission extensive coordination powers to imple‐
ment this new geopolitical strategy in collaboration with
the private sector, national ministries, and state‐owned
enterprises and banks. Aware of member states’ reluc‐
tance to spend any additional funds on development pro‐
grams, the Commission proposed a model that enables
the EU to channel private investment to the develop‐
ment sector, co‐financed by the public sector. This new
“de‐risking” approach to finance infrastructure projects
creates a safety net for investors in the development sec‐
tor, safeguarding their profits from risks.

This geopolitical turn in EU politics is a new phe‐
nomenon that raises several questions. First, how will
the division of labor between the Commission and the
EU High Representative work in practice, and what kind
of formal and informal collaboration and coordination
mechanisms will be established to effectively implement
this geopolitical strategy? Second, how will the Global
Gateway and the G7 Build Back Better World coordinate
their programs by dividing geographical areas and avoid
overlapping priority areas among themselves? Finally,
African target countries dislike the EU’s value‐focused
approach, are irritated by the EU’s paternalistic attitude,
and miss African agency in the whole process. The com‐
petition for influence in the African continent has just

Politics and Governance, 2023, Volume 11, Issue 4, Pages 223–234 230

https://www.cogitatiopress.com


started. The good news for African countries is that
they can choose from different multilateral, European,
and bilateral investments in infrastructure, and are not
reliant on one single donor country. Strategic compe‐
tition with China has just begun, and it remains to be
seen whether the EU will in fact be able to position itself
as a geopolitical power to become a game changer in
global infrastructure finance, or if it will remain a mere
shadow in the prevailing US–China economic and politi‐
cal rivalry.
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1. Introduction

This article argues that legal tradition is often a pow‐
erful factor in the drawing of economic borders, espe‐
cially in terms of concluding economic arrangements.
Further, the difference in legal traditions is often a poten‐
tial factor in inducing economic disintegration. This study
highlights differences in social and economic governance
observed between states with common law traditions
and those with civil law traditions. Common law states
prefer a bottom‐up flexible approach to governance.
Conversely, civil law states, where all laws are written,
prefer a top‐down systematic approach to governance.
Cooperation among states with similar legal traditions is
relatively easy, but when states with different legal tra‐
ditions try to cooperate, they often encounter disagree‐
ments associated with the institutional design of eco‐
nomic agreements.

This study analyzes international cooperation in var‐
ious issues areas covered by FTAs, namely, (a) flow of
trade in goods, (b) flow of trade in services, and (c) flow

of investment. Those are studied because they are crit‐
ical components of FTAs, which are often called EPAs.
Although there are several interesting areas where com‐
mon law states and civil law states might have differ‐
ent approaches to managing the issue (e.g., intellectual
property), the three areas studied here are expected
to give us a good starting point for discussing the rela‐
tionship between legal traditions and domestic institu‐
tions, on the one hand, and international cooperation,
on the other.

However, because each issue area is huge, we must
limit our analytical focus. Among various important
points, this article introduces one aspect for each issue
area where states’ preferred form of international coop‐
eration exhibits interesting variations that could be
explained by factors associated with legal traditions. For
trade in goods, variations in the approach to preferen‐
tial tariff treatment under FTAs are examined. What is
interesting is that upon embarking on multilateral FTAs
(amongmore than two parties), some states, but not oth‐
ers, offer different tariffs for different members despite
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all of them belonging to the same FTA. From among
the wide range of trade in services, this article deals
with international trade in professional services. There
are interesting differences across states with regard to
the preferred methods for evaluating who is “qualified”
as a professional. Some states take the position that
international harmonization of paper‐based examina‐
tions for qualifications is useful, while others are against
it. For investment, dispute settlement will be analyzed.
The ideas regarding who can initiate investment dispute
cases against the government and how this is done differ
between states.While Investor‐State Dispute Settlement
(ISDS) is widely known as a mechanism to solve invest‐
ment disputes, it is just one of many options.

This article is structured as follows: After reviewing
the literature, this study deductively develops a theo‐
retical argument on the forms of domestic and interna‐
tional governance preferred by each of the common law
states and civil law states.We thenmove to empirical dis‐
cussion. We will have three empirical sections: trade in
goods, services, and investment. The purpose of these
empirical sections is to examine whether there is any
correlation between legal traditions and domestic insti‐
tutions, on the one hand, and international cooperation,
on the other. The final section concludes with some dis‐
cussion of policy implications.

2. Gaps in the Literature

The relationship between domestic legal tradition and
international agreements has attracted considerable
scholarly attention (Simmons, 2009). The recent trend is
to quantitatively examine the impact of domestic legal
tradition on being a party to international treaties and/or
(bilateral) international agreements. Efrat and Newman
(2018) conducted an interesting quantitative study on
the signing of legal assistance treaties. They found that
states with similar types of legal traditions tend to sign
legal assistance treaties with each other, while the ten‐
dency to sign such treaties does not differmuch between
the two types of states. Link and Haftel (2021) argue that
common law states are, in general, less likely to partici‐
pate in international investment agreements.

The studies on this subject to date, particularly
quantitative studies, have two major problems. First,
there is little analysis of international agreements in
terms of legal tradition. While previous studies have
devoted considerable effort to statistically identifying
whether common law traditions have a positive or nega‐
tive impact on participation in international agreements,
theoretically informed qualitative analysis of interna‐
tional agreements is underdeveloped (Elkins et al., 2006,
p. 840). There are two notable exceptions in this regard.
Powell and Mitchell (2007) find that civil law states are
more likely to accept compulsory jurisdiction of the ICJ.
According to that study, civil law states are more positive
toward the ICJ, which is similar to a civil law court sys‐
tem. Efrat (2016) finds that the United Nations’ Model

Commercial Legislation, which is a non‐binding interna‐
tional agreement, is more likely to be joined by common
law states. This is because non‐binding international
agreements, which may be adapted to local needs and
circumstances, are more consistent with common law.
Second, there has been little analysis of domestic sys‐
tems. It is often assumed that a state’s domestic system
is different when legal traditions are different. In other
words, quantitative studies generally use a binary vari‐
able of common/civil law state (or a common/civil law
binary) froma certain database or previous studies (Efrat,
2006, p. 629; Elkins et al., 2006, p. 834), assuming that
legal traditions are embedded into domestic institutions
in a fairly consistent manner.

Some recent theoretical qualitative studies have
sought to look into the different forms of international
agreements and domestic systems preferred by civil and
common law states. On international agreements, Duina
(2016) reports a comparative case analysis of FTAs and
argues that civil law states prefer international harmo‐
nization of laws and permanent courts to solve inter‐
national disputes, whereas common law states prefer
recognition of foreign laws and technical ad hoc mech‐
anisms for international dispute resolution. For domes‐
tic systems, based on their case analysis of professional
qualifications, Hamanaka and Jusoh (2018) argue that
both common and civil law states have developed dis‐
tinct types of domestic qualification systems that are in
line with the fundamental values of each legal tradition.
They posit that civil law states, which rely heavily on writ‐
ten laws, tend to rely on paper‐based examinations for
the governance of professional qualifications.

3. Theoretical Argument

The main thesis of this study is that common law states
and civil law states often have different types of domestic
institutions and they consequently tend to embark on dif‐
ferent types of international cooperation. There are two
important points here. First, a state’s legal tradition is
embedded into its domestic institution in each issue area,
yet this does not mean that non‐legal factors are pow‐
erless in shaping domestic institutions. Second, a state
that has a common or civil law‐type domestic institution
(not necessarily a state that has common or civil law tra‐
dition) prefers a corresponding common or civil law‐type
international agreement or institution. The international
preferences of states are determined by their domes‐
tic systems because states regard international mech‐
anisms as an extension of their domestic mechanism.
We should not overlook the possibility that a common
law state has civil law‐type domestic institutions due to
non‐legal factors and, in that case, such a common law
state is likely to prefer civil law‐type international sys‐
tems in the area concerned. This section discusses the
common/civil law types of domestic institutions and the
international cooperation in each issue area in a theoret‐
ically informed manner.
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3.1. Goods: Preferential Tariff Concession

The levels of distinction in terms of the origins/roots
of various things, ranging from people to products, dif‐
fer between common law societies and civil law soci‐
eties. Because common law societies tend to think that
there are common laws/norms applicable irrespective
of origins/roots, the designation of origin/roots is not a
critical issue. As a result, in common law societies, for
example, the distinction between domestic and foreign
parties is blurred. The fact that the extraterritorial appli‐
cation of “common” law to foreign entities is prevalent
in common law societies supports this argument (Meyer,
2014). By contrast, since the time of jus civile—Roman
civil law—the scope of the parties covered by civil law
is relatively clear (Kassan, 1935, p. 246). In civil law soci‐
eties, the distinction in terms of origins/roots is also rel‐
atively clear, because they are designated in a top‐down
matter. In fact, extraterritorial application of laws is less
prevalent in civil law courts (Zerk, 2010, p. 148).

This difference in the level of distinction in terms
of origin/roots is embedded into trade policy regimes,
though this has recently become less evident. Two types
of norms regarding trade are associated with distinc‐
tions in terms of origin/roots. The first is the distinc‐
tion between domestic and foreign products, which is
called national treatment. The second is the distinction
among foreign products, which is called most favoured
nation (MFN) status. These two norms are already com‐
mon for both common and civil law states and the dif‐
ference in the level of distinction of origin/roots is less
apparent, partly because of themembership in theWTO,
owing to the impact of international membership on
domestic trade regimes. However, it is interesting to note
that historical anecdotes are consistent with the theo‐
retical argument above. The idea of free trade, meaning
that there is no distinction between domestic and for‐
eign products in terms of tariff, originated in common
law societies (Holdsworth, 1934; Letwin, 2011). The UK
has also been a supporter of MFN status. The first mod‐
ern FTA was signed between the UK and France in 1860
(Cobden‐Chevalier Commercial Treaty; Lampe, 2009).
Interestingly, the UK unilaterally offered the same tariff
reduction to all states (unilateral MFN), whereas France
did not do so (Lampe, 2009). The trade practices of the
united Germany in the late 19th century were highly dis‐
criminatory and protectionist (Spigelman, 2018).

In international or regional cooperation on trade lib‐
eralization, approaches to tariff reduction differ between
states with a common law‐type trade regime and those
with a civil law‐type trade regime. When states with a
common law‐type trade regime sign a multi‐party FTA,
they give the same tariff treatment to all other members
of the FTA, which is referred to as “common concession.”
Because FTA generally pursues tariff elimination, they
usually give zero tariffs to all other members. In contrast,
stateswith a civil law‐type trade regime give different lev‐
els of tariff concession to different members of even the

same FTA. This is referred to as a “country‐specific con‐
cession.” They often give zero tariffs to some members
but a positive tariff to other members.

3.2. Services: Professional Services and Qualifications

Civil law states prefer a systematic legal system where
written laws play the central role. Judges apply specific
written laws to each case at hand and precedent court
cases are usually not laws per se (Pejovic, 2001). By con‐
trast, in common law states, there are many sources of
laws other than statutes and case laws play a critical role.
Judges examine the case at hand and judge by applying
case law, comparing both commonalities and differences
between cases. Case laws should be interpreted in each
specific context (Pelc, 2014).

This difference is embedded into regulatory regimes
for domestic services. There is no doubt that only “qual‐
ified” people are allowed to supply professional services
in both common law states and civil law states. However,
how the competency of candidates is assessed differs
between the two types of states. In assessing the compe‐
tence of professionals, civil law societies ask candidates
to sit and take a paper‐based examination where the
score can be calculated in a fairly automatic way (Nollent,
2002). What applicants write down on paper forms the
basis of their competence assessment. In common law
countries, on the other hand, competence is assessed
by an authority (e.g., professional associations) and con‐
tinuous assessment is valued. Common law societies
do not consider the score of candidates at a one‐time
uniform written examination to be critical. Typical com‐
mon law qualification regimes value track‐record assess‐
ment and competence is assessed given the applicants’
experiences (course work and work experience) on a
case‐by‐case basis (Nollent, 2002). Performance during
the coursework and interviews are the primary compo‐
nents of track‐record assessment. Based on this continu‐
ous assessment, candidates are recognized as profession‐
als by a board or association.

International cooperation preferred by common
law‐type qualification regimes involves international
recognition of foreign professionals. Authorities in com‐
mon law qualification regimes examine the track record
of foreign professionals on a case‐by‐case basis and
recognize competent candidates as professionals, just
like in the assessment of domestic applicants (this
means assessment and recognition are conducted in a
non‐discriminatory manner, irrespective of nationality/
origin). Because they may not be familiar with the expe‐
riences acquired by foreign candidates outside their juris‐
diction, the authority in common law societies often
refers to the track‐record assessment conducted by the
home country of the candidate. This type of practice
of obtaining a reference sometimes develops into a
mutual recognition agreement (MRA). Mutual recogni‐
tion is not automatic and each authority can unilater‐
ally decide whether to confer qualifications to foreign
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candidates. However, MRAs facilitate the process of uni‐
lateral recognition of foreign candidates. In contrast, the
type of international cooperation preferred by civil law
qualification regimes is the harmonization of examina‐
tions. Harmonization is possible largely because it is
paper‐based examinations that are harmonized. In some
cases, the same paper‐based examination is introduced
as a result of international cooperation.

3.3. Investment: Dispute Settlement

Civil law states prefer a systematic court system and pro‐
vide a uniform interpretation of (written) laws. In contrast,
in common law states, the court system is more ad hoc.
Because of the nature of this legal system, it is more diffi‐
cult for common law societies to provide a uniform inter‐
pretation of laws. Instead, laws are interpreted in com‐
mon law courts on a case‐by‐case basis (Duina, 2016).

This difference is embedded into the domestic judi‐
cial regime for challenging the government’s measures
and laws. In civil law states, the constitutionality of laws
and policies is examined abstractly, without a specific
case (Lopez Guerra, 1994). The constitutional court is a
typical court where abstract constitutional review is con‐
ducted, but this is also done at a supreme court in some
civil law states. A primary example of this is the Austrian
Verfassungsgerichtshof, established in 1919, based on
the legal theory of Hans Kelsen (Lopez Guerra, 1994).
In principle, the party that can challenge the constitu‐
tionality of laws or policies is limited to “authorities,”
such as ministers, political parties, and bar associations.
Individuals are usually not allowed to initiate an abstract
constitutional review process (Steinberger, 1994). In con‐
trast, in common law states, courts judge the constitu‐
tionality of laws in a concrete manner (a constitutional
court is often absent in common law states). Review is
only done when an actual case arises in which the con‐
stitutionality of laws becomes an issue (Lopez Guerra,
1994). Hence, the party that can initiate this concrete
constitutional review process is individuals or private
entities that believe they were injured by new laws or
policies implemented by the government. Even lower
courts may decide that a law is unconstitutional (Utter &
Lundsgaard, 1994). Of course, the above is a conceptual
argument and in the contemporary real world, there is
some convergence in the constitutional review process.
In fact, civil law courts examine the constitutionality of
laws and policies with a specific case in mind, while com‐
mon law courts review constitutionality abstractly. That
said it is also true that differences in the legal culture sur‐
rounding constitutional review still exist between com‐
mon law states and civil law states, even today.

States with common law‐type judicial regimes prefer
an investor‐state dispute mechanism at the international
level. In such mechanisms, investors can freely sue for‐
eign governments. The point here is that private parties
(private investors) have the right to bring a dispute into
the international dispute settlement mechanism if they

believe their rights have been infringed. This is in linewith
the concrete judicial review process, which is initiated by
individual plaintiffs. In contrast, states with civil law‐type
judicial regimes prefer state‐state dispute resolution for
investment. They prefer that international investment dis‐
putes do not occur in a disorganized manner. The point
here is that private parties (private investors) first need
to convince their government that their rights have been
infringed, and, once convinced, the government must
raise the issuewith the treaty partner government, which
could either take the form of state‐state negotiations or
state‐state dispute settlement processes. In other words,
in civil law societies, only states (authorities) can sue
other states (authorities).

4. Empirical Argument

This section examines whether states’ domestic institu‐
tions (common law or civil law‐type) and their interna‐
tional preferences are correlated. This is a very prelimi‐
nary analysis that aims to assess the plausibility of the
deduced theories, based on various cases. An important
caveat here is that it is wrong to consider that domes‐
tic institutions that embed specific values regarding a
certain legal tradition are the only factor affecting the
international preferences of the states. This is especially
true for the issues areas studied in this article, which
are highly complex. For example, there is no doubt that
factors other than legal tradition affect states’ attitudes
toward ISDS because it is a highly politicized issue with
a distinct historical background. Economic factors (capi‐
tal exporting or importing and technological needs) also
affect states’ attitudes toward ISDS (Hamanaka & Chi,
2022). Nevertheless, this does not mean that a prelim‐
inary examination focusing on legal traditions embed‐
ded in domestic institutions will be fruitless. Rather, it
is an interesting exercise to see the degree to which
legal tradition alone explains states’ international prefer‐
ences, bearing inmind that non‐legal factorsmay explain
“deviant” cases. I acknowledge that the empirical evi‐
dence in this study needs further solid empirical exam‐
ination, either qualitative or quantitative, which should
be conducted in future work.

4.1. Methodology

Following the presented context, the “endogeneity
problem’’ deserves some discussion. While this study
argues that domestic factors affect states’ international
preferences, reverse causality could be true, namely,
that participation in international institutions forges
domestic institutions. Thismeans that even ifweobserve
correlations, causality cannot be clearly determined.
Oneway to overcome this problem is the use of a “proxy”
as an independent variable. By looking into domestic
institutions that embed the same particular value in a dif‐
ferent issue area, we are more likely to account for the
causality (see Subsection 4.4 for further details).
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The question is how to qualitatively assess states’
domestic institutions and their international preference.
First, on the domestic side, it should be noted that
we do not analyze legal traditions per se but domestic
institutions that embed some common/civil law values.
Hence, we should go beyond the binary application of
legal tradition from a database. This section qualitatively
analyzes whether test countries’ domestic institutions
have common law or civil law characteristics. A state
that is usually considered to have a common or civil
law tradition may have civil/common law‐type domes‐
tic institutions in certain issue areas. Second, on the
international side, as mentioned in the first section, for
each issue area studied, this article introduces only one
aspect, where interesting differences in states’ interna‐
tional preferences are observed. However, the method‐
ology to reveal states’ international preferences varies.
In the case of preferential tariffs for trade in goods, mem‐
bers can usually decide the method of tariff concession
(common or country‐specific), so the difference in prefer‐
ence can be directly observed. In the case of professional
qualification in services, there are usually opt‐in or opt‐
out options, meaning that states can decide whether to
participate in international cooperation on qualification.
Hence, participation status reflects states’ international
preferences. In the case of ISDS, analysis is not straight‐
forward because FTA members cannot opt out of ISDS
obligations. Hence, we should compare several interna‐
tional agreements to arrive at a speculative but plausible
explanation of states’ international preferences in invest‐
ment management.

This study focuses on international cooperation in
the Asia‐Pacific region, which was chosen because it has
a wide variety of states in terms of legal tradition. There

are both states with common law tradition and civil law
tradition. In addition, because there are many agree‐
ments in this region, we can identify states’ preferences
in international cooperation for each issue area in a rel‐
atively convincing manner. In the case of tariff conces‐
sions, agreements such as the Regional Comprehensive
Economic Partnership (RCEP) and TPP are useful because
both allow members to choose their preferred conces‐
sion method. For services, international cooperation on
qualification under the auspice of ASEAN+3 and APEC is
useful because both ASEAN+3 and APEC members can
choose whether or not to participate in particular inter‐
national qualification cooperation projects. With respect
to ISDS, we will analyze the ASEAN Comprehensive
Investment Agreement (ACIA), ASEAN+1 FTAs, RCEP, TPP,
and several BITs. Themembership of regional institutions
analyzed in this study is illustrated in Figure 1.

Below, each section first classifies states’ domestic
institutions in terms of legal traditions (common law‐
type governance or civil law‐type governance). We then
analyze states’ international preferences in each issue
area to examine whether there is any correlation
between the two.

4.2. Trade in Services

Among various professional services, we will analyze
engineer services, because the difference in regula‐
tory governance between common law and civil law
states is significant domestically and internationally.
Domestic qualification regimes for professional engineer
services of Asia‐Pacific states are classified into four
types. Civil law‐type qualification regimes only require a
paper‐based examinationwithout any other requirement
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Figure 1. Institutions and agreements in Asia‐Pacific.
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(Japan). Common law‐type qualification regimes do
not require a uniform, one‐time paper‐based examina‐
tion. The competence assessment relies on track‐record
assessment (Malaysia). Countries other than the two
above have mixed qualification regimes, which require
both paper‐based examination and track‐record assess‐
ment. Mixed qualification regimes that entail substan‐
tial interviews are regarded as quasi‐common law qual‐
ification regimes because interviews allow examiners
to take into individual backgrounds on a case‐by‐case
basis. Taiwan, Korea, and Singapore fall into this category.
The Philippines, Vietnam, Thailand, and Indonesia also
have mixed qualification regimes, but there are no inter‐
views or they play a relatively small role.

The Information Technology Professionals
Examination Council (ITPEC) is set up under ASEAN+3
to facilitate international cooperation among engineers,
particularly information technology engineers. The pri‐
mary objective of ITPEC is to introduce a common paper‐
based examination. Interestingly, ITPEC is an “opt‐in”
program under ASEAN+3. Participation in the ITPEC is
not compulsory and each ASEAN+3 member can freely
decide whether to participate and what degree to partic‐
ipate (full participation or partial participation). ASEAN
members’ attitudes toward ITPEC are as follows: Japan,
which initiated the ITPEC is the most active among
all members; Vietnam, the Philippines, and Thailand
actively send applicants to take the ITPEC harmonized
paper‐based examination; Taiwan and Korea are inactive
in the ITPEC, however, while they do not participate in
the ITPEC per se, they agree to cooperate with Japan
on this matter; and Malaysia, Singapore and Indonesia
are very inactive. Malaysia decided to withdraw from

the ITPEC in 2017, and Singapore’s participation in ITPEC
excludes its core component (Hamanaka & Jusoh, 2023).
Table 1 shows the relationship between domestic qualifi‐
cation regimes and their attitudes toward the ASEAN+3
ITPEC examination. There is a clear correlation: States
that have civil law‐type qualification regimes prefer inter‐
nationally harmonized paper‐based examination than
states with common law‐type qualification regimes.

APEC Engineer is APEC’s project for international
cooperation on engineer qualifications. APEC Engineer
facilitates the signing of bilateral MRAs between
APEC members. APEC MRAs have an opt‐out option.
While APEC members are encouraged to participate in
MRA‐related activities, each APEC member can freely
decide whether or not to sign bilateral MRAs, also the
scope and coverage of each MRA can be customized.
APEC members’ attitudes toward APEC Engineers are
as follows: Australia, New Zealand, Malaysia, and Korea
are very active in signing MRAs under APEC Engineer
and they are also original members of the International
Professional Engineer Agreement (IPEA), a sister organi‐
zation of APEC Engineers; Singapore is active in singing
MRAs under APEC Engineers, but it is not an original
member of IPEA; other states (except Vietnam) are
inactive—they decided to participate in APEC Engineers
scheme, but seem reluctant to sign bilateral MRAs
under it; and, finally, Vietnam is very inactive in APEC
Engineer project. While it is a member of APEC, Vietnam
decided not to participate in the APEC Engineer scheme
(Hamanaka & Jusoh, 2023). Table 2 shows the relation‐
ship between domestic engineer qualification regimes
and attitudes toward activities related to APEC MRA.
Clear correlations can be observed, which is the opposite

Table 1. Qualification regimes and ITPEC harmonized examination.

Common law‐type Mixed qualification regime Mixed qualification regime Civil law‐type
qualification regime (quasi‐common law type) (quasi‐civil law type) qualification regime

Very active — — — Japan

Active — — Philippines, Vietnam,
Thailand —

Inactive — Taiwan, Korea — —

Vary inactive Malaysia Singapore Indonesia —

Table 2. Qualifications regimes and APEC Engineer MRAs.

Common law‐type Mixed qualification regime Mixed qualification regime Civil law‐type
qualification regime (quasi‐common law type) (quasi‐civil law type) qualification regime

Very active Australia, NZ, Korea — —
Malaysia

Active — Singapore — —

Inactive — — Philippines, Indonesia, Japan
Thailand, Taiwan

Vary inactive — — Vietnam —

Politics and Governance, 2023, Volume 11, Issue 4, Pages 235–245 240

https://www.cogitatiopress.com


of the case of ITPEC, where states that have common
law‐type qualification regimes prefer mutual recognition
than states with civil law‐type qualification regimes.

4.3. Investment

The court system for administrative disputes in Asia‐
Pacific states can be classified into two types. Several
states have a constitutional court. Among ASEAN mem‐
bers, Indonesia and Thailand have a constitutional court.
Among non‐ASEAN states, Korea has a constitutional
court. Other than these three, Asia‐Pacific states do
not have constitutional courts and the constitutional‐
ity of laws is examined based on specific cases, not in
an abstract manner. China’s constitutional review sys‐
tem is debatable. China is classified as a state with
an abstract review system simply because it is diffi‐
cult for private parties to bring an actual case to court
in order to challenge the constitutionality of Chinese
government policies. The Standing Committee of the
National People’s Congress engages in ex‐ante constitu‐
tional review upon request from certain state organs
and also has a role in delivering authoritative interpreta‐
tions to courts upon request (Ginsburg&Versteeg, 2022).
While this is a unique system, it is closer to abstract
constitutional review rather than to concrete review.
Vietnam’s constitutional review is also conducted by the
legislature, positioning it closer to the abstract review
system (Ginsburg, 2008).

ASEAN has its own investment agreement, called the
ACIA (signed in 2009). The ACIA includes ISDS, implying
that all ASEANmembers find ISDS useful. However, there
are nuanced differences among ASEAN members with
regard to the usefulness of ISDS outside the ACIA. It is
worth noting that Indonesia recently decided to cancel
all BITs. This implies that the country is cautious with
respect to ISDS, although it does not have a plan to can‐
cel investment arrangements attached to FTAs, includ‐
ing ACIA (Hamzah, 2018). In contrast, several ASEAN
members joined TPP, which includes ISDS, and they can
be regarded as states that are positive toward ISDS
(Singapore, Malaysia, Brunei Darussalam, and Vietnam).
The position of the Philippines and Thailand toward ISDS
outside of ACIA is unclear. What about the position of
states other than ASEANmember states? RCEP, for which
the negotiations were launched in 2012 and the signing
of the agreement occurred in 2020, is an interesting case

because it involves many ASEAN partners (China, Japan,
Korea, Australia, and New Zealand). The RCEP decided
not to include ISDS. However, just because of this, we
cannot argue that all RCEPmembers are negative toward
ISDS. The situation of each “ASEAN plus one” agreement
gives us some idea about ASEAN FTA partners’ attitude
toward ISDS. The five parties that have signed agree‐
ments with ASEAN at almost the same time as ACIA are
useful in this regard: ASEAN–Japan was signed in 2008,
ASEAN–China in 2009, ASEAN–Australia–New Zealand in
2009, and ASEAN–Korea in 2009. Among them, only the
one with China does not include ISDS. This clearly shows
that China is most cautious toward ISDS. Further, the
TPP also gives us some idea regarding states’ attitudes
toward ISDS. Japan, Korea, Australia, and New Zealand
are members of the TPP.

Table 3 shows the relationship between the domestic
constitutional review system and their attitudes toward
ISDS. The Philippines and Thailand are excluded because
their international preference is unclear as discussed
above. It is unclear whether there is a solid correla‐
tion between the two, but several interesting patterns
can be identified. First, countries that have concrete
constitutional reviews are usually positive toward ISDS.
Interestingly, countries that are often regarded as civil
law states, such as Japan, have a common law‐type
constitutional review (concrete review) and accept ISDS.
Second, three states have an abstract constitutional
review and two of them are against ISDS (Indonesia and
China). One important reservation is that the states’ posi‐
tions on this sensitive issue area have changed over time.
For example, Australia, which has a common law‐type
concrete constitutional review mechanism, traditionally
signed many investment agreements with ISDS, but
recently has started to maintain some distance from it.
This is partly because of the Philip Morris case (Australia
was sued by PhilipMorris under theHong Kong–Australia
BIT; see Chaisse & Hamanaka, 2018, for details).

4.4. Trade in Goods

As discussed in Section 3.1, differences in domestic trade
regimes between common law and civil law states are
no longer prominent nowadays, unlike in the 19th cen‐
tury, when the Cobden‐Chevalier Commercial Treaty was
signed. This is partly due to participation in international
institutions such as the WTO. However, states’ preferred

Table 3. Constitutional review and ISDS.

Concrete constitutional review Abstract constitutional review

Relatively positive to ISDS Singapore, Malaysia, Korea, Vietnam
Brunei Darussalam,
Australia, NZ, Japan

Relatively negative to ISDS — China, Indonesia
Notes: The Philippines and Thailand are not included because their preference for ISDS is unclear; the Philippines has a concrete consti‐
tutional review, while Thailand has an abstract constitutional review.
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level of distinction in terms of origin/roots is also embed‐
ded into domestic regimes covering issues other than
trade (Figure 2). For example, the preferred level of dis‐
tinction in terms of origin/roots is also embedded into
states’ nationality regimes. The concept of the national‐
ity of individuals in common law societies tends to be
open as well as fuzzy. A typical common law national‐
ity regime recognizes the holding of multiple nationali‐
ties. Citizenship/nationality can be obtained not only by
descent but also by place of birth (where birth within
a territory automatically confers citizenship/nationality)
and by naturalization. A good example is the UK, where
the concept of nationality has been ambiguous (Cesarani,
2002). Nationality in common law societies can be
blurred because they use “domicile” as a connecting fac‐
tor for jurisdiction (Kruger &Verhellen, 2011). In a typical
civil law nationality regime, dual nationality is not recog‐
nized and citizenship is not conferred by place of birth,
naturalization, or marriage. In a typical civil law society,
nationality is conferred only by descent (deGroot&Vonk,
2018) and serves as a connecting factor or basis for juris‐
diction (Kruger & Verhellen, 2011).

There is one advantage of using nationality regimes
as a proxy: We can address the endogeneity prob‐
lem to a certain degree. While this study argues that
domestic institutions shape international commitment
(“inside‐out’’), we cannot rule out the reverse causal‐
ity, that international commitments shape the form of
domestic institutions (“outside‐in”). Even when corre‐
lations between domestic trade institutions and inter‐
national trade preferences can be observed, some
may argue that they are the result of the outside‐in
effect. By using nationality regimes, however, we can
solve this problem to a certain degree. Participation
in international trade agreements may shape domestic
trade regimes but certainly does not shape nationality
regimes. Thus, when a correlation between a domestic
factor (nationality regime) and international participa‐
tion (trade agreements) can be observed, the inside‐out
effect is likely to be the case.

However, the argument can bemade that nationality
regimes are not necessarily a good proxy for trade admin‐
istrative regimes because states’ nationality regimes are
“disrupted” by political sensitivities. For example, hypo‐
thetically speaking, there is a possibility that national‐
ity regimes in states like Singapore and Malaysia could
be disrupted by the political sensitivities of overseas
Chinese. In other words, their nationality regimes are
not akin to the common law because of the factors asso‐
ciated with overseas Chinese, which implies that they
are not a good proxy for the real preference for the
treatment of foreign entities such as foreign products.
Hence, only when we can safely assume that each state’s
unique factors associated with its nationality regime are
not crucial can nationality regimes be a good proxy for
trade regimes.

Nationality regimes of Asia‐Pacific states are classi‐
fied into three types. In this study, nationality regimes,
where dual nationality is allowed, are referred to as com‐
mon law‐type nationality regimes. These countries are
Australia, Canada, New Zealand, Peru, and the US. Civil
law‐type nationality regimes refer to thosewhere nation‐
ality is conferred only by descent. China, Japan, Korea,
and Vietnam fall into this category. Other states are clas‐
sified at mixed regimes, where dual nationality is not rec‐
ognized, but nationality is given not only by descent but
also, for example, by birth and naturalization.

Under RCEP, members can decide whether to opt
for a common concession or a country‐specific conces‐
sion. Table 4 provides the relationship between domestic
nationality regimes and their tariff concession methods
under RCEP. Some correlation can be observed. Among
RCEP members, states that have common law‐type
nationality regimes employ common concessionwithout
exception. Likewise, states that have civil law‐type
nationality regimes employ country‐specific tariff conces‐
sionwithout exception. The concessionmethod of states
withmixed nationality regimes varieswithout clear corre‐
lations. Some opt for common concession, while others
opt for country‐specific concession.

Common law value:
non-differen a on

Domes c trade regimes that
embed the non-differen a on
value (less visible)

Interna onal trade
commitments that embed
the non-differen a on value

Unique factors associated
with trade

Unique factors associated
with na onality

Outside-in
effect

Inside-out
effect

Domes c na onality regimes that
embed the non-differen a on
value

Figure 2. Trade and nationality regimes.
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Table 4. Nationality regimes and tariff concession methods under RCEP.

Common law‐type Mixed nationality Civil law‐type
nationality regime regime nationality regime

Country‐specific concession — Thailand, Philippines, Japan, China,
Indonesia Korea, Vietnam

Common concession Australia, NZ Singapore, Malaysia, —
Brunei Darussalam,
Cambodia, Laos

Table 5. Nationality regimes and tariff concession methods under TPP.

Common law‐type Mixed nationality Civil law‐type
nationality regime regime nationality regime

Country‐specific concession — Chile, Mexico Japan

Common concession Australia, NZ, US, Singapore, Malaysia, —
Canada, Peru Brunei Darussalam

Note: The US and Canada have differentiated tariffs for motor vehicles from Japan.

While common concession is the norm in the TPP,
each member is allowed to give different tariff treat‐
ments to other TPP parties, though this is rather excep‐
tional. Table 5 shows the relationship between domestic
nationality regimes and their tariff concession methods
under the TPP. Five TPP parties have a common law‐type
nationality regime and all of them adopt the common
concession method (although Peru is generally regarded
as a civil law state, its nationality regime is akin to com‐
mon law, meaning that dual nationality is usually rec‐
ognized). It may well be the case that states in the
Western hemisphere tend to recognize multiple nation‐
alities. Importantly, however, Latin American states that
are largely classified as civil law states tend to have a
common law‐type regime regarding origin/roots (nation‐
ality) and they employ the common concession method
for tariffs. Two TPP parties have civil law‐type nationality
regimes (Japan and Vietnam). It is important to note that
Japan decided to employ country‐specific concessions
even under the TPP. Vietnam’s concessionmethod in the
TPP is not included in the correlation analysis because,
while it employed common concession in TPP, Vietnam
was allowed to exclude an exceptionally large portion of
sensitive products from the TPP liberalization list. In fact,
for the manufacturing sectors, upon entry into the TPP
Vietnam immediately abolished tariffs on 70.2% of all
manufacturing products (tariff lines). For agricultural sec‐
tors, it immediately abolished tariffs on 42.6% of all agri‐
cultural products (tariff lines). These figures are the low‐
est among all TPP members for both the manufacturing
and agricultural sectors (World Economic Forum, 2016,
pp. 5–6). If Vietnam were requested to commit a higher
level of liberalization under TPP, it would have been
imperative for the country to adopt country‐specific con‐
cession. Finally, the concession method of states with
mixed nationality regimes does not show a clear ten‐
dency. Some opt for common concession, while others

opt for country‐specific concession. We can find some
correlation between nationality regimes and the conces‐
sion method among TPP members as well.

5. Conclusion

Legal traditions have some influence on states’ prefer‐
ences in international cooperation in an issue‐specific
area. Existing quantitative studies often attempt to esti‐
mate the impact of legal tradition codified as a binary
variable on participation in international agreements.
When the impact is positive, studies often speculate that
such an international agreement is common law‐like.

However, what matters is not legal tradition per se
but domestic institutions that embed the legal tradition.
Because domestic institutions embed non‐legal tradi‐
tions as well, states that are usually considered common
or civil law states may have domestic institutions of the
other type. States that have a common or civil law‐type
domestic regime in a certain issue area prefer the cor‐
responding common or civil law‐type for international
cooperation in the same issue area. Hence, we need to
carefully examine domestic institutions that ended vari‐
ous traditions including legal traditions to identify domes‐
tic factors that influence international cooperation.

Common law states and civil law states have differ‐
ent approaches to social governance. The differences
are clear in the three issue areas studied in this arti‐
cle. Common law states often have vague concepts
of origin/roots, emphasize the significance of case law
and value individuals’ rights. Hence, they prefer a non‐
discriminatory trade policy, continuous case‐by‐case
assessment for professionals, and concrete constitu‐
tional control. In the international arena, these pref‐
erences are translated into their strong support of
MFN, MRAs, and ISDS. In contrast, civil law states often
have a top‐down definition of foreign and domestic,
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value the stability of written documents, and empha‐
size the importance of systematic interpretation of laws.
Hence, they prefer tailor‐made trade policy, across‐
the‐uniform paper‐based examinations for profession‐
als, and abstract constitutional control. In the interna‐
tional area, these preferences are translated into dif‐
ferentiated treatment of products depending on origin,
internationally harmonized paper‐based examinations,
and state‐state negotiations and/or dispute resolution
for investment.

Finally, I would like to discuss the issue from a
policy perspective, especially policies on international
and strategic cooperation. One important finding of this
article is that what matters for international coopera‐
tion is domestic institutions, not legal tradition per se.
Issue‐specific international cooperation is likely to face
difficulties when participants’ domestic institutions are
inconsistent. States with common/civil law traditions
tend to have common/civil law‐type domestic institu‐
tions, but this is not always the case. This in turn means
that if a potential partner’s domestic regulatory regimes
can be adjusted, international cooperation is more likely
to succeed.With technical and other forms of assistance,
a state can help develop the regulatory regimes of poten‐
tial partners in line with its own. Hence, to realize desir‐
able international cooperation, changing the potential
partner’s domestic institutions is critically important.

What does this mean for ongoing international inte‐
gration projects, going beyond the Asia‐Pacific region?
The EU adopted the new Economic Security Strategy in
June 2023, which includes “partnering” as one of its
three pillars. The critical component of the EU’s part‐
nership strategy is the signing of FTAs or EPAs, which
encompass regulatory issues. The competition between
the EU and the US in the field of economic diplomacy
will intensify. This is especially true for the post‐Brexit
era. The EU is likely to prefer civil law‐type international
cooperation, while the Anglo‐Saxon states (the US and
the UK) support common law‐type international coop‐
eration. For example, since 2015, the EU has worked
toward the establishment of a permanent multilateral
investment court as an alternative to ISDS (Puig& Shaffer,
2018). The EU–Vietnam FTA foresees the establishment
of a permanent multilateral investment court and con‐
tains a reference to it. This is interesting because, as the
analysis above suggests, Vietnam has an abstract consti‐
tutional review system, but still agrees to ISDS under the
TPP. Ways to expand strategic engagement with coun‐
tries like Vietnam will be critical for both the EU and the
US and the real question here is how to adjust or alter
potential partner’s domestic systems to be in line with
those of the EU or the US. Currently, Vietnam can go
either way in investment management: ISDS or perma‐
nent investment court. The bottom line is that, without
strategic engagement to adjust the policies of potential
partners’ domestic systems, international strategies are
unlikely to be successful.
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