310

The 7Ds for Sustainability-De-risking Extended

Strengthening Transatlantic Relations

Summary

Addressing the challenges of de-risking globalisation within the transatlantic relationship requires a multifaceted
approach. Regardless of who becomes the next US president, he or she will grapple with populist and
protectionist sentiments domestically, and geopolitical challenges externally. Under Trump, expect a more
isolationist stance, with strained alliances and increased economic decoupling from geopolitical rivals. Harris
would likely continue the Biden administration’s selective multilateralism, focusing on economic competitiveness
while rebuilding security ties with allies. Europeans must strengthen their leadership, invest in their capabilities
and foster transatlantic solidarity on global challenges.
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Introduction

At the time of writing, it is not known who the next president of the US will be. Nevertheless, it is possible to
say something concrete about US policy on de-risking globalisation, which has both economic and security
elements. On the economic side, whoever is elected must deal with the populist, protectionist and anti-
interventionist sentiments bubbling up in the American public today.

On the security side, the new president must deal with the geopolitics of emerging technologies and with a
China whose economic rise continues to translate into growing military assertiveness. Emerging technologies
are affecting the economic competitiveness of states, which has security ramifications. These technologies
are also directly closely connected to national security issues and potential future threats. Not only is warfare
becoming increasingly digitised, but micro-processing chips, quantum computing and artificial intelligence
all have dual-use military applications.

Trump has both ignited and exploited the anti-elitist, nationalist and anti-interventionist sentiments being
expressed in America. If Trump is re-elected, he will pursue a New Isolationist agenda. New Isolationists
believe that it was foolish to help China grow economically, and they resent America’s allies as free riders.
They also believe that the US is already in a grey-zone conflict with China, especially over Taiwan, which
they are undecided about defending. If the US intends to win any future conflict with China, it must de-risk
its supply chains from Taiwan and strategically decouple its economy.'

When President Joe Biden came to office, he chose to deal with the populist, protectionist and anti-interventionist
sentiments in America by being less like Barack Obama and Bill Clinton, the two Democratic presidents
who had preceded him and who had embraced the post-war liberal, free-trade and multilateral paradigm.
An example of their approach is epitomised by Obama’s negotiation of the Trans-Pacific Partnership with
12 countries, which emphasised the importance of free trade and open economic interchange.? Rather than
continuing this focus on free trade, the Biden administration implemented a blunting strategy and has begun
the process of decoupling with regard to China, globalisation and supply chains.

' R. Lighthizer, ‘Testimony of Robert Lighthizer Before the House Select Committee on Strategic Competition Between the United States and the
Chinese Communist Party’, Select Committee on the CCP (17 May 2023).
2 R. G. Sutter, Chinese Foreign Relations: Power and Policy of an Emerging Global Force (London: Rowman & Littlefield, 2021, 5th edn.).
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Over time, however, Biden'’s foreign policy team have adopted European Commission President Ursula von der
Leyen’s formulation of ‘de-risking’.> While a European may have coined the phrase, the change nevertheless
was dramatic, marking a shift in 50 years of post-war US policy. A key part of this policy shift is embodied
in the protectionist measures stipulated in the Inflation Reduction Act and the Creating Helpful Incentives to
Produce Semiconductors (CHIPS) and Science Act,* both of which have negative impacts for European states.®

If Kamala Harris wins the office of the presidency again for the Democratic Party, she will be more like Biden
and less like Clinton or Obama, and will be selective in her multilateralism policies. This means that a Harris
administration is likely to bring both darkness and light for Europeans by taking a flexilateral approach to
globalisation—one that emphasises US interests in economic competitiveness, while also rebuilding its
multilateral security ties with traditional allies in Europe and Asia.®

Given this state of play, the effort to de-risk globalisation together with the US centres on three key challenges in
the transatlantic relationship: leadership, capability and solidarity. The leadership issue stems from a long-standing
strain in US-European relations, which is being exacerbated by shifting global dynamics and new challenges that are
undermining US leadership. The capability challenge arises from a US focus on the Asia—Pacific; renewed isolationism,
exacerbated by the Trump administration; and emerging security threats, especially those associated with growing
dependencies on geopolitical rivals for critical infrastructure. Lastly, the solidarity problem is fuelled by European
disillusionment with the US commitment to the rules-based international order. It is deepened by differing views on
key global issues such as climate change, how to respond to China and what to do about the recent surge in violence.

Strengthening the global leadership role for the EU

State of play

If the transatlantic relationship is to be strengthened, the first concern that needs to be addressed is the leadership
problem, which has bedevilled relations since the Obama administration. Shifting geopolitical landscapes and
the emergence of new global challenges (such as the energy crisis in Europe, the rise of authoritarianism, the
rise of populism, threats related to pandemics, vulnerabilities linked to critical infrastructure, pressures related to
climate change and a general surge in global violence) are undermining the US’s traditional global leadership role.

Prospects

First, Europeans need to expect that the transatlantic alliance and NATO will be tested, especially if Trump
wins in 2024. A second Trump administration would indicate that the US remains deeply divided, and it would
follow a potentially erratic foreign policy and/or put the US into a new phase of isolationism. But even if Harris
is elected, Europeans can expect differences in how the US views relations with geopolitical rivals and how
it deals with security risks such as those affecting global supply chains.”

The second policy recommendation applies regardless of who is in the White House. European states should
strengthen their leadership role, which involves reinforcing the idea that Americans and Europeans share a
common purpose. Europeans should also develop a grand strategy within the transatlantic partnership—

3 U. von der Leyen, speech on EU-China relations, Mercator Institute for China Studies and the European Policy Centre, 30 March 2023.

4 B. Deese, ‘Executing a Modern American Industrial Strategy’, speech made at the City Club of Cleveland, 13 October 2022.

5 R. Haar, ‘Understanding the Debate in U.S. Foreign Policy Regarding the Benefits of Multilateralism and China’, paper presented at the Interna-
tional Studies Association Annual Conference, San Francisco, California, 3—6 April 2024.

5 R. Haar, ‘Continued Support in Security and Continued Scepticism of Globalisation: What Kamala Harris’ Nomination Might Mean for the EU’,
interview by Studio Europa, 29 July 2024.

7 U. Jochheim, ‘EU-China Relations: At a Glance’, European Parliamentary Research Service, Briefing PE 754.637 (December 2023).
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built upon the premise of shared global governance and a complementarity with the US’s grand strategy as
specified in its National Security Strategy.

Together, the EU and the US can sustain inclusive global institutions such as the G7, the G20, the WTO
and the UN framework. For the EU, this means embracing more responsibility for co-developing strategic
technologies, green technologies and the revolution in digitalisation.

If Harris wins the presidency, Europeans may find a pragmatic partner in global leadership in the US, one that
keeps trade open and bolsters cooperation on critical issues such as Al regulation. In a Harris presidency,
Europeans may find an ally who believes in the idea that the US has one critical task left as the indispensable
superpower: it being ‘the only country that can guarantee an open system’.®

Investing in capabilities to enable EU engagement on an equal
footing

State of play

This leads to the second issue—that of capability, which has several facets. First, many European countries
are failing to meet the 2% of GDP defence spending commitment set by NATO. Second, the US is now more
focused on security challenges in the Asia—Pacific region. Third, new types of security threats are emerging,
including to the resilience of global supply-chain systems, energy security and critical infrastructure. Fourth,
the security environment in Europe has dramatically changed, with new threats emerging due to Putin’s
invasion of Ukraine and renewed violence in the Middle East. The recent upsurge in violence has also depleted
stockpiles of weapons for both Americans and Europeans, putting further pressure on capabilities.

Prospects

First, European countries must meet NATO commitments and ensure sufficient resources and attention are
devoted to addressing the new types of security threats. Such investments are key to de-risking globalisation.
The EU could coordinate its investments with the US through several forums, the first of which is the EU-
US Task Force on Energy Security. The goal of this task force—reducing reliance on Russian energy and
diversifying natural gas supplies—not only aligns with climate goals for both the EU and the US, but augments
resilient energy systems, promotes stability and transparency in the global energy markets, and enhances
energy security.®

The second forum is the EU-US Trade and Technology Council, which was formed in June 2021 by Biden
and EU leaders. Together, the EU and the US committed to sustaining market-oriented values by increasing
transatlantic trade and investment in products and services related to emerging technologies, to strengthening
their technological and industrial leadership in these same areas, and to protecting critical and emerging
technologies and infrastructure.”® At the most recent meeting in Leuven, the US and the EU pledged to build
resilient semiconductor supply chains and to establish synergies in the investments in the semiconductor
sector taking place under the EU Chips Act and the US CHIPS Act.

8 R. Lissner and M. Rapp-Hooper, An Open World: How America Can Win the Contest for 21st Century Order (New Haven, CT: Yale, 2020), 216.
9 US Department of Energy, ‘Joint Statement by the U.S. and EU Following the 11th U.S.—EU Energy Council’ (15 March 2024).
o Office of the United States Trade Representative, ‘U.S.—E.U. Trade and Technology Council (TTC)'.
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Supporting these forums is the EU’s Global Gateway policy, which has allocated €300 billion to projects that
focus on green energy, critical raw materials, connectivity, health and education in the Global South. The
Global Gateway can help the EU to meet its international pledges as well as showing Americans that they can
invest in ways that promote shared interests. Investing in global infrastructure and connectivity could offset the
New Isolationists’ campaign narrative that Europeans fail to spend enough on their own security and defence.

Second, in the defence and security arena, European countries must work to enhance their military integration
and cooperation, both within NATO and with other European partners. This includes strengthening military
planning and coordination, as well as developing joint military capabilities and joint procurement for defence
systems. It could also involve the adoption of ‘total defence’ models that emphasise defence preparedness
and civil defence.

A complementary step for the EU is to rectify fragmentation within the intra-European context. One way of
overcoming fragmentation would be to coordinate EU investments, for example through the European Defence
Agency and via Permanent Structured Cooperation. Fragmentation is one of the EU’s perennial problems
and dates back to the inception of the Common Security and Defence Policy. Duplication is wasteful and
expensive. EU member states need to improve their pooling, sharing and specialisation of resources to
prevent the improper use of funds.

Cultivating trust and transparency across the Atlantic

State of play

The third challenge is a solidarity problem. Like the previous issues, it has several sources, most prominently
the fact that there is a growing sense of disillusionment among European leaders and citizens regarding the
US’s commitment to the rules-based international order that it built after the Second World War. Certainly,
Trump’s ‘America First’ foreign policy and its outright rejection of multilateralism propels this disillusionment.
However, the Biden—Harris administration’s attempts to engineer a comparative advantage through the Inflation
Reduction Act, the CHIPS and Science Act, and the Infrastructure Investment and Jobs Act give Europeans
the feeling that Biden and his vice-president have pulled the rug out from under their promised ‘we’re back’
multilateral foreign policy—at least when it comes to free trade.

As she emphasised in her Democratic National Convention speech, Harris is expected to maintain the current
de-risking approach to technological security, striving for US dominance in emerging technologies. Europeans
are sure to experience this negatively. Following a flexilateral policy will involve backing continued investment
in the US production of advanced technologies such as semiconductors, resisting the technology regulations
primarily advocated by the EU, and showing a readiness to blur the lines on issues ranging from data collection
to the military applications of Al, all in the interests of national security.

Prospects

To overcome both isolationist and flexilateral approaches, Europeans need to address the competitive—
cooperative element of the economic transatlantic relationship by cultivating trust and transparency. This
could be achieved through supporting existing initiatives, in addition to those already mentioned above, such
as the Transatlantic Economic Council,"" the Transatlantic Initiative on Sustainable Trade'? and the Critical

" US Department of State, ‘Transatlantic Economic Council’.
2. European Commission, Transatlantic Initiative on Sustainable Trade (TIST) Stakeholder Engagement Event — Summary Report (31 January
2024).
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Minerals Agreement.”® The Transatlantic Initiative on Sustainable Trade is a work programme of the EU-US
Trade and Technology Council designed to promote a more integrated and resilient transatlantic green
marketplace, while the Critical Minerals Agreement aims to strengthen supply chains for the minerals needed
in the production of electric vehicle batteries

A second approach is to invest in soft-power initiatives such as cultural exchanges (e.g. Youth in Action and
the European Voluntary Service) and educational programmes (e.g. Erasmus+). With the unifying framework
of the Cold War diminishing, the alliance appears less suited to the contemporary geopolitical landscape;
reminding publics on both sides of the Atlantic of the importance of their partnership and the global governance
system could build solidarity.

Finally, collaborating with the US on a common policy for the Middle East, Africa and China would also go
some way to forging a strong transatlantic partnership that can address risks at the global systems level. If
the EU is to be a truly valuable partner in rebuilding a viable multilateral system, it must develop a meaningful
focus on China and the Indo-Pacific, which could be coordinated through NATO/Supreme Headquarters
Allied Powers Europe and the European Union Military Staff.

All these measures must encourage the US to remain open and multilateral. Trade sceptics reside in both main
political parties in the US; there are many across the American political spectrum whose idea of de-risking
globalisation is more protectionism. Europeans should stress that zero-sum approaches such as decoupling
are ultimately ineffective at reducing threats to the US and come with the added expense that they hurt the
rest of the world too. They should also emphasise that de-risking is about managing the risks with geopolitical
rivals. Such management depends on healthy global multilateral forums. From time to time, the US needs
reminding that its involvement in multilateral institutions and open markets is what made it a world leader.

Conclusion

Addressing the challenges of de-risking globalisation within the transatlantic relationship while also countering
external threats such as Putin’s aggression requires a unified and strategic approach focused on leadership,
capability and solidarity. European nations must bolster their leadership role, aligning closely with the US
to reinforce global governance and enable collaboration on critical issues such as climate change and how
to harness the power of emerging technologies. Enhancing defence and security capabilities is essential to
ensure that Europe and the US can jointly address new security threats and maintain resilient global supply
chains. To sustain solidarity, fostering trust and transparency within the transatlantic partnership is crucial,
particularly considering the external pressures that aim to weaken Western resolve. By investing in cooperative
initiatives and maintaining a unified stance on global challenges, especially regarding China, the Indo-Pacific
and the upsurge in violence in the Middle East, the US and Europe can employ their collective strengths,
ensuring a stable and inclusive global order while countering threats to their shared values and security.

8 M. Szczepanski, EU-US Critical Minerals Agreement: Building Stronger Supply Chains Together, European Parliamentary Research Service,
Briefing PE 754.617 (November 2023).
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Programme 1

Strengthening the EU’s
global leadership role

Reinforce the idea that
Americans and Europeans
share a common purpose;
maintain a strong strategic
partnership to sustain
inclusive global institutions
such as the G7, G20, the WTO
and the UN framework.

Develop a European grand
strategy within the transatlantic
partnership—built upon

the premise of shared

global governance and a
complementarity with the US’s
grand strategy as specified in
its National Security Strategy.

Embrace more responsibility
for promoting values globally,
with a focus on those that

pertain to the co-development

of strategic technologies,
green technologies and the
revolution in digitalisation.
Coordinate EU leadership
through G7/G20 summits
and the EU-US High-Level
Dialogue on Climate Action,
Environment and Energy.

Programme 2

Investing in capabilities to
enable engagement with
the US on an equal footing

Do not play into the New
Isolationists’ campaign
narrative in the US by failing
to invest in national security
and defence plans, digital
infrastructure, and strategic
capabilities and technologies.
Adopt ‘total defence’ models
that emphasise defence
preparedness and civil
defence.

Invest in the means to

meet new types of security
threats, such as those to
global supply-chain systems,
energy security and critical
infrastructure, such as smart
electrical grids. Coordinate
EU investments with the US
through the EU-US Task
Force on Energy Security, the
EU Global Gateway, and the
EU-US Trade and Technology
Council.

Invest in ways that rectify
fragmentation in the intra-
European context, that
enhance cooperative
development of strategic
technologies and infrastructure
and green technologies, and
that harness the revolution
in digitalisation. Coordinate
EU investments through the
European Defence Agency
and Permanent Structured
Cooperation.
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Programme 3

Addressing the solidarity issue

Address the competitive—cooperative
element of the economic transatlantic
relationship by cultivating trust and
transparency. Develop a cooperative
relationship via the Transatlantic
Economic Council, the Transatlantic
Initiative on Sustainable Trade (for
jointly assessing supply chains) and
the Critical Minerals Agreement (for
strengthening critical minerals supply
chains). This will help to mitigate some
of the negative repercussions of the US
Inflation Reduction Act on EU industry.

Renew the commitment to diplomacy,
and invest in soft-power initiatives
such as cultural exchanges (e.g. Youth
in Action, and the European Voluntary
Service), educational programmes (e.g.
Erasmus+) and by expanding Euronews.
With the unifying framework of the Cold
War diminishing, the alliance appears
less suited to the contemporary
geopolitical landscape; remind publics
on both sides of the Atlantic of the
importance of the partnership and the
global governance system in order to
build solidarity.

Collaborate with the US on a common
policy for the Middle East, Africa

and China. If the EU is to be a truly
valuable partner in rebuilding a viable
multilateral system, it must develop

a meaningful focus on China and the
Indo-Pacific. Coordinate EU policy
through NATO/Supreme Headquarters
Allied Powers Europe and the
European Union Military Staff.
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