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FOREWORD

A NEW AGENDA FOR THE NEXT FOUR YEARS OF US-EU RELATIONS

Daniel Fried and Jorn Fleck

“A mericans were the best Europeans,” quipped
German Chancellor Konrad Adenauer to Secretary
of State Dean Acheson in 1949. He meant that the
United States supported a strong, free, and united Europe—not
one divided, strife-ridden, and poor. Both men, venerated for
their visions of a peaceful, prosperous, and free world order fol-
lowing some of the most violent years in modern history, were
among the architects of the modern transatlantic relationship.
To achieve such goals in the face of would-be autocrats would
require an active US role in the world, arm-in-arm with allies
and partners in Europe and beyond. Americans would indeed
have to be good Europeans, and so it turned out for nearly
eighty successful years of transatlantic security, general peace,
and prosperity.

Today, autocrats again are on the march, and the free world is
again under threat. Vladimir Putin’s Russia seeks to conquer
Ukraine to reconstitute Moscow’s empire and is running
sabotage operations inside European Union (EU) and NATO
countries. China has been intimidating its neighbors, claiming
control over large parts of the Pacific, and may be planning to
go further against Taiwan. Iran fans flames of violence in the
Middle East, exporting terror and exploiting conflicts. These
and other autocrats work together, sharing intelligence, military
hardware and technology, helping each other evade sanctions,
enabling corruption, and generally protecting each other.

At the same time, the United States, Europe, and other
responsible powers must also grapple with a range of

Photo: People walk past the fountain outside the Billie Jean King National Tennis Centre during the US Open tennis tournament in New
York, September 4, 2010. Source: REUTERS/Shannon Stapleton.
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challenges, including still-unchecked climate change, new
technologies with all their productive and disruptive potential,
and the need to modernize trade and investment rules to realize
the potential for growing and shared prosperity while limiting
the ability of rapacious powers to game the system.

The United States and Europe have not been idle, and the
US-EU partnership has never been as strong, as expansive, or
as robust as it is today. However, the challenges have become
stronger and more widespread. The United States and Europe
have backed Ukraine in its fight for survival, preventing a
Russian victory, but no clear path to success is yet apparent.
The United States and key friends and allies in Europe and Asia
are working to discourage Chinese adventurism, but China’s
power to threaten and perhaps do worse seems to be growing.
Global efforts to reduce carbon emissions and move the world’s
energy mix in a green direction are gaining strength but have
not bent the curve away from climate catastrophe. The United
States and Europe have started speaking of new practices for
the international economic system, such as “friendshoring,” but
not yet spelled out what this means.

Amid these challenges, European and US leaders face inward-
looking, isolationist, nativist, and populist politics; twenty-first
century versions of some of the West’s worst political traditions
are back in many countries. Without answers to the concerns that
frustrate millions of US and European citizens, a perceived lack
of opportunity high among them, political support for US and
European leadership to maintain, adapt, and grow an open and
fair international commons, and perhaps for democracy itself,
may sag. The post-Cold War vision of a world united by common
values and a rules-based order seems beset on many sides.

The problems are great, but so are the assets to deal with them.
Together, the United States, Europe, and their closest partners
still constitute the core of the liberal world order—aka the free
world. They have the strength and resilience, if applied well, to
master today’s tasks. Democracies, though often messy, are,
as a rule, in better shape than they sound, while autocracies
are less so. During long stretches of the Cold War, the United
States and Europe convinced themselves that they were in
decline while adapting themselves to the challenges of those
days, setting the stage for a success that was as unexpected as
it was profound. We did it then, and we can do so today.

Thisyear marks a critical time for this democratic effort. Elections
on both sides of the Atlantic will usher in new governments,
administrations, and commissions for some 785 million people.

No fewer than fourteen countries inside the transatlantic
alliance have held or will hold elections this year.! Further, the
June elections for the European Parliament have ushered in a
new five-year mandate for the European Commission this fall—
with Ursula von der Leyen spearheading a more geopolitical
EU. Meanwhile, Americans will vote for a new president.
Transition and turnover offer a chance for reflections on what’s
working and a chance to adapt what’s not.

This series of essays attempts to outline an agenda for
common US-EU action to meet today’s challenges and set a
productive vision for transatlantic relations for years to come.
It identifies the issues policymakers must tackle and presents
actionable recommendations for the next US administration
and European Commission. The topics are varied, highlighting
the breadth and depth of the US-EU relationship. It is worthy
of continued investment.

The analysis and recommendations are nonpartisan, but they
are driven by the Atlantic Council’s conviction that we are
stronger together. From the other side of the world to each
other’s backyards and into cyberspace, Washington and
Brussels need each other.

The essays are ambitious in vision but not naive. Cooperation
between the United States and Europe is not always a given.
Frustrations in some areas should not be ignored, and
competition in others should be embraced. The transatlantic
partnership, powered by the US-EU relationship, is a
geopolitical necessity.

Daniel Fried is the Weiser Family
distinguished fellow at the Atlantic
Council, former US ambassador to
Poland, and former US assistant
secretary of state for Europe.

Jorn Fleck is the senior director of
the Atlantic Council’s Europe Center.

1 Elections at the federal or supernational level include: Austria (parliamentary elections), Belgium (federal elections), Bulgaria (parliamentary elections
twice), Croatia (parliamentary and presidential elections), Finland (presidential elections), France (parliamentary elections), Hungary (presidential elections),
Lithuania (parliamentary and presidential elections), North Macedonia (parliamentary and presidential elections), Portugal (parliamentary elections), Romania
(parliamentary and presidential elections), Slovakia (presidential elections), the United Kingdom (parliamentary elections), the European Union (European

parliamentary elections), and the United States (presidential elections).
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SUMMARY OF POLICY RECOMMENDATIONS

Unleashing US-EU defense cooperation
Rachel Rizzo

® Elevate the US-EU Security and Defense Dialogue to take
place at least twice a year. At the dialogue, US and EU
policymakers should come with a goal of creating a vision
for EU defense over the next five to ten years. Part of this
dialogue should be the United States supporting the
European defense commissioner and their efforts.

® The United States needs to figure out what more autonomy
for the EU might mean for future defense contracts.
Washington will likely continue to provide key enablers
for European security efforts. At the same time, some EU
countries will have the resources to procure high-end
capabilities, and other smaller countries may look to acquire
low-cost, attritable capabilities.

® Inject a transatlantic angle to discussions of EU defense. On
the US side, there will be difficulties navigating a political
minefield of major defense contractors who are worried
about losing out on market share, members of Congress
who have interest in contracts, and, ultimately, the need to
push back against ossified thinking that defines EU defense.

Leveraging Europe and the EU as a defense power
Rob Murray

® Increase defense financing beyond the NATO 2 percent tar-
get with funding for both traditional military capabilities and
emerging technologies. Financing should be used to create
a defense-oriented multilateral lending institution into which
the United States and the EU should invest.

® Prioritize the reform of defense procurement processes.
The European defense commissioner should lead efforts
to streamline acquisition, with a focus on accelerating the
adoption of new technologies, including by integrating the
UK and other non-EU European countries. The United States
should support these reforms by aligning its procurement
processes with those of its European allies.

® Invest in transforming defense production by leveraging
new manufacturing techniques and scaling up production
capacities to meet the demands of modern warfare. Public-
private partnerships and closer cooperation with the UK,
Switzerland, Norway, and Turkey will be key to enhancing
production efficiency and resilience, particularly in the de-
velopment and deployment of drones.

® Ensure that defense policy is fully integrated with broader

national security strategies, including economic and techno-
logical dimensions. The United States should work closely
with Europe to ensure that these strategies are aligned, cre-
ating a unified approach to global security and leveraging
capital (in all its guises) to support such an effort.

Looking ahead to next chapter of US-EU digital
collaboration

Frances G. Burwell

® Ensure a mechanism exists that allows for continuous con-

versations as the Trade and Technology Council (TTC) pro-
vided the last administration. A revamped TTC or similar
mechanism should be utilized to ensure continued commu-
nication across the Atlantic on these fast-moving issues.

Coordinate on cybersecurity through avenues like the US-EU
Cyber Dialogue. It will be essential not only in ensuring that
consumers are safe but also in building the collaboration re-
quired to keep our societies secure. Some important steps
have been taken, but the threat will evolve, and so must the
transatlantic response.

Cooperate more on Al standards, as Al is integrated into
people’s daily lives and as more uses develop, to constrain-
ing its harmful uses. Conversations about the implementa-
tion of rules for the EU Al Act will determine how compatible
US and EU rules will be in practice.

Ensure that quantum capabilities are securely held.
Discussions on quantum computing are already underway
in the TTC, but they are now more urgent so that the United
States and EU can maintain a united front.

Focus discussions on ensuring consensus in the movement
and governance of data. The US decision to begin limiting
how US data can be shared and the continuing US-EU ne-
gotiation on law enforcement access to electronic evidence
makes this issue ripe for progress.

Pay increased attention to the threat of intentional disinfor-
mation, as well as the harms done by online targeting of in-
dividuals. Once the US elections are over and the impact
of disinformation can be assessed, this should become an
important area of collaboration.

ATLANTIC COUNCIL
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Navigating between data war and peace
Kenneth Propp

® With an agreement on the CLOUD Act within reach, negoti-
ators should redouble their efforts to finalize the text—or at
least come to a political agreement in principle—by the end
of this year, before changes in leadership on both sides.

Reenergizing transatlantic trade dynamics over the
coming years

Erik Brattberg

® Scale the TTC so that it includes a more streamlined struc-
ture focusing on strategically important areas. It should also
move to an annual ministerial meeting supplemented by oc-
casional informal check-ins. A small TTC secretariat could
provide a focal point for stakeholders to provide input in a
more structured way.

® Find small wins on sectoral trade and tariff reductions.
Beyond avoiding a confrontation over tariffs, the United
States and the EU should seek to eke out smaller sectoral
trade agreements on things like clean energy and critical
minerals as part of a transatlantic clean energy alliance.

® Coordinate trade policy on China. Key examples include
work in the TTC on a common approach to Al risk manage-
ment and 6G wireless infrastructure and in the WTO on
e-commerce and digital trade. Policymakers should ensure
coordination on defensive economic actions. They should
continue to align their approaches to tariffs against China,
extending beyond the scope of electric vehicles (EVs).

® Avoid a subsidy race to the bottom. This could include iden-
tifying sectors such as Al and green energy where their
industrial policies do not create a zero-sum competition,
building secure supply chains, and coordinating on govern-
ment investments to avoid a “subsidy race” in critical sectors
as part of a WTO-compliant “club.”

Closing the gap between Mars and Venus on trade
L. Daniel Mullaney

® Focus messaging on common values and interests among
governments, think tanks, academics, and other stakehold-
ers by emphasizing the reality that what unites the United
States and the EU in world trade dwarfs disagreements.
Avoid signaling the virtues of one partner by denigrating the
other and creating appealing, but largely false, fundamental
differences.

® |dentify priority areas for coordination. Issues represented
by the Global Arrangement on Steel and Aluminum—
climate change, including CBAM and similar measures—

and non-market policies and practices should top the
list. Significant differences should be cabined off and
addressed separately.

® Build buy-in from all stakeholders. The United States
and the EU’s joint work on identified priorities, and the
messaging that accompanies that work, should be
informed by the US and EU stakeholder community. This
would ensure that the priority areas of work are those that
have a meaningful real-life impact, and would crystallize a
positive public narrative.

Treating the green transition like the geopolitical
imperative it is
Carol Schaeffer

® Adopt a NATO-style approach to targeting long-term decar-
bonization. EU member states and the United States should
set national-level spending targets based on annual GDP to
fairly contribute to achieving decarbonization goals estab-
lished by the Paris Agreement.

® Allow the EU’s neighboring countries, such as Turkey and
Ukraine, who are currently not included in the EU’s broader
initiatives, to join this spending coalition.

® The United States and the EU should set a number of stan-
dards and regulations for private businesses which oper-
ate on both sides of the Atlantic, such as requirements for
businesses to disclose greenhouse gas emissions and set
standards for businesses to adapt to more energy efficiency
rather than offsetting carbon emissions.

Getting transatlantic coordination right for Ukraine
John E. Herbst

® |ncrease military and economic aid to Ukraine. Europe must
continue to provide substantial military and financial aid
Ukraine needs and must fight the tendency to withhold new
assistance. If the United States decides to sharply reduce
aid to Ukraine, the EU and individual European countries
must be ready to provide additional aid.

® Lift foolhardy restrictions on Ukraine’s use of weapons.
European countries in NATO should remove all restrictions
on Ukraine’s use of their weapons and encourage the United
States to do the same.

® Deliver frozen Russian assets to Ukraine. The EU and rele-
vant European states should move energetically, in coordi-
nation with the United States, Canada, and Japan, to provide
Ukraine with the $50 billion loan based on the frozen Russian
state assets. They must also find an expeditious way to pro-
vide the principal of those assets to Ukraine.

ATLANTIC COUNCIL
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® Secure Ukraine’s electric grids. The EU must enhance ef-
forts with the United States to help Ukraine provide enough
electricity through the coming winter.

® Bury Nord Stream 2. Germany must give up the pipedream of
reviving Nord Stream 2 and the Biden administration should
cease efforts to block Congressional removal of sanctions
on the pipeline.

Bridging US-EU interests and action for the Indo-Pacific
and China

Léonie Allard

® Expand coordination on China as Europe expands its China
policies. As Europe’s de-risking framework is crafted, coor-
dination will be necessary in areas including critical infra-
structure, hybrid threats, and defense supply chains.

® Continue to pursue innovative defense economic tools in-
cluding but not limited to tariff measures and more a systemic
and offensive response through regulations on cyber, labor,
science and technology or sustainability. The EU should
stand up an economic intelligence unit, and Washington
should support it with information sharing.

® Counter Chinese influence and interference. As Europe ac-
counts for the increased sophistication of Chinese influence
operations, its ability to coordinate transatlantic de-risking
policies will depend on the actual implementation of an-
nounced tools to enhance democratic resilience.

® Push third-party partnerships. Washington and Brussels
should leverage existing free trade agreements and in-
vestment and trade partnerships with third countries to fur-
ther respective de-risking strategies. The next European
Commission should push for a greater geopolitical framing
of its Global Gateway to support projects in key countries
and coordinate with the US effort at the G7.

® Invest in Europe’s neighborhood. China’s ability to stir
up trouble in Europe’s neighborhood, in coordination
with Russia, have direct consequences on Europe—and
will impact the United States. Neighborhood policies in
Balkans and Central Asia should also account for growing
Chinese influence.

® Engage in a discussion over crisis scenarios in the Indo-
Pacific. In case of a gray zone conflict or escalation in
Taiwan, European states need to agree on measures to take
and engage in discussion with the United States to avoid a
transatlantic crisis.

® Coordinate outreach to partners in the Indo-Pacific. The EU
is redefining its relations, though partnerships with Japan,
India, Australia, South Korea and others. Washington is do-
ing much of the same. Coordination with the United States—
and among European members—on the impact of a Taiwan
Strait crisis should happen at the working level and pull all
strands of policy making.

Realizing a bolder transatlantic agenda for cooperation
with Africa

Rama Yade

® Develop more coordination on multilateral initiatives. The
US Atlantic Partnership should include France. The EU’s
Global Gateway should be better coordinated with the G7’s
Partnership for Global Infrastructure and Investment. Youth
initiatives like the EU’s Africa-Europe Youth Academy the US
Young African Leaders Initiative and Mandela Washington
Fellowship could be merged or coordinated.

® Work on consistency of outreach. Competition with China
must not be at the expense of Africa’s development needs.
The Western approach still does not prioritize Africa’s devel-
opment enough.

® Raise the level of ambition. The West also has tools their
competitors do not yet have: the financing of African econ-
omies. However, investment is made prohibitively challeng-
ing in Africa. A reform of the international financial system
would release investment in Africa. The United States and
EU can together with African countries make progress on
reforms to address these structural issues.

® Embrace moreinclusivity. The United States and European
nations could regain moral leadership by taking the ini-
tiative in systemic reform of multilateral institutions. A
coordinated strategy to include two African states in the
United Nation Security Council as permanent members,
building on Washington’s support for such a move, is an
easy start.

Working on a new transatlantic approach toward the
Western Balkans

Maja Piscevic and llva Tare

® Make the underpinning of democracy a prerequisite of
any approach to the region. The United States and the EU
should prioritize support for democratic reforms through the
empowerment of civil society, anti-corruption efforts includ-
ing technical assistance programs, and the rule of law with
judicial reforms and training for judges and prosecutors.

ATLANTIC COUNCIL
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® Pursue a strategy of investment, trade facilitation,

and infrastructure development by doubling down on
investment in high-growth sectors like renewables;
leveraging public-private partnerships; focusing
on reducing trade barriers by simplifying customs
procedures; and driving infrastructure developmentin the
transportation, energy, and digital sectors.

Refocus on regional economic competitiveness by
improving the business climate through reforms to
regulatory frameworks and combatting corruption, fostering
innovation through research and development programs,
and investing in human capital through educational and
vocational training programs.

Develop a new approach to the Serbia-Kosovo dialogue.
The United States and the EU should jointly lead the
dialogue. It should focus on practical steps toward
normalization including economic cooperation, freedom
of movement, and mutual recognition. It should develop

conditional economic incentives, and it must address the
underlying issues of minority rights and the safeguarding
of territorial integrity.

Develop policy for cybersecurity and infrastructure
protection. Washington and Brussels should support
trainings for cybersecurity through capacity building and
technology transfers with a focus on the protection of critical
infrastructure. US and EU policymakers should do more
to support media literacy programs and fact-checking to
counter disinformation threats at the local level.

Draft strategies to counter Russian and Chinese efforts to
grow their presence by offering alternative partnerships,
investments, and security cooperation. The United States
can support diversification of energy sources away from
Russia and infrastructure development. Reinforcing NATO’s
presence in the region is crucial to deter aggression; moving
Kosovo closer to NATO membership will be an important
step towards regional stability.

ATLANTIC COUNCIL



UNLEASHING US-EU DEFENSE COOPERATION
Rachel Rizzo

THE BOTTOM LINE

Instead of pushing back against European defense efforts as
it has done in the past, Washington must fully embrace the
steps the European Union (EU) is now taking—including the
European Defense Industrial Strategy—and build on nascent
structures for US defense cooperation with the EU.

STATE OF PLAY

For decades, the United States has derided and complained
about the EU’s lack of defense capabilities. Why doesn’t the EU
step up to the plate? Why can’t it handle more of the burden
of Europe’s continental defense? Questions regarding the
US commitment to Europe’s defense go all the way back to
the Eisenhower era: The then-president “lamented that the in-

sufficient defense efforts of US allies in Europe meant that the
Europeans were close to ‘making a sucker out of Uncle Sam.”

The reality, however, is a bit more complicated. The United
States has also played an active role in stymieing the EU’s
defense capabilities throughout the years, repeatedly warn-
ing about the EU implementing protectionist measures, and
defense primes worrying about lost contracts. The opposi-
tion from many in Washington ranges from concern about the
United States eventually being pushed out of Europe’s defense
market at best, and the dissolution of the US-European rela-
tionship at worst. Take the case of the US reaction to the 1998
St. Malo Summit: British Prime Minister Tony Blair and French
President Jacques Chirac signed the St. Malo Declaration, de-
claring that the EU “must have the capacity for autonomous
action, backed up by credible military forces.” US Secretary

Photo: High Representative of the European Union for Foreign Affairs and Security Policy Josep Borrell poses on the assault ship-aircraft
carrier LHD Juan Carlos | during the Milex 23 military drill in Rota, Spain, October 17, 2023. Source: REUTERS/Juan Medina.
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of State Madeleine Albright responded shortly thereafter at a
NATO foreign ministerial with the famous “three D’s” speech,
saying there should be no discrimination against, no diminu-
tion of, and no duplication of NATO activities. This has been US

dogma ever since.

THE STRATEGIC IMPERATIVE

Today, this line of reasoning directly undermines the US-
European security relationship. The transatlantic partners find
themselves in a uniquely dangerous situation: war has returned
to Europe, and yet, Europeans are still woefully unprepared to
meet the challenge of protecting the continent without a heavy
reliance on the United States. Should the worst-case scenario
ever materialize, where Europe finds itself in open conflict
with Russia and the United States has successfully completed
its geographical rebalance to the Indo-Pacific region, Europe
would be in trouble. Europe is simply unable to defend itself
without the United States as the ultimate backstop. This is nei-
ther in the interest of the United States nor Europe.

For that reason, two things must happen going forward:
the EU must build on the momentum it has created over the
past two years to continue to lessen its reliance on the United
States for its security, and the United States must wholeheart-
edly support these efforts. This does not translate into a trans-
atlantic defense decoupling, especially if the EU does things
right. Nor does this suggest that the United States wouldn’t
come to Europe’s aid in the event of a crisis. On the contrary,
the United States and the EU will continue to be one anoth-
er’s closest partners and work together on significant defense
projects. But the EU must build its own industrial capacity and
allow its defense industry to flourish, ultimately creating a more
independent and self-sufficient actor and ally.

LOOKING AHEAD

Looking ahead to the next four years, the United States should
focus on how US-EU defense cooperation—rather than com-
petition—can make Europe a stronger player. And it should rid
itself of the outdated thinking that a strong European backbone
is somehow a threat to the transatlantic relationship and NATO.

Early in 2024, the EU released the European Defense Industrial
Strategy (EDIS), which aims to strengthenthe European
Defense Technological and Industrial Base (EDTIB). EDIS sets
out a vision for the EU’s defense policy through 2035. In the-
ory, the goal is to produce more, quicker. In reality, it means
by 2030, intra-EU defense trade should represent at least 35
percent of the value of the EU’s defense market, at least 50
percent of member states’ defense procurement should be
procured from the EDTIB (with 60 percent by 2035), and mem-
ber states should procure at least 40 percent of their defense
equipment collaboratively.

Today, for instance, the United States provides around 63 per-
cent of the EU’s defense capabilities, which would decrease if
EDIS is done right. So, on the surface, it may appear that the
United States would (or should) reflexively dislike this plan
because, ultimately, it may result in a decreased US share of
the European defense market. And if the past is any indicator,
there may eventually be some pushback, although it hasn’t
happened yet. One only has to look back at the signing of
Permanent Structured Cooperation (PESCO) in 2017 to remem-
ber the US overreaction. High-level US officials, including the
then ambassador to the EU, warned of protectionist measures
and the inevitable undermining of NATO and the transatlantic
relationship writ large. Eventually, the United States signed on
as a third-party participant in PESCO projects.

Admittedly, the EU still has a long way to go in realizing these
defense procurement goals. A first-ever defense and space
commissioner, as proposed by European Commission President
Ursula von der Leyen earlier this year and appointed on
September 17, will be key as a main point of contact between
the United States, NATO, and the EU. Commissioner-Designate
Andrius Kubilius (if confirmed) and his team will have their work
cut out for them, delicately balancing national interests and
power struggles within the twenty-seven-nation bloc.

POLICY RECOMMENDATIONS

The United States must start by changing its lukewarm ap-
proach toward EU defense efforts and put its full-throated sup-
port behind EDIS. Luckily, there are already multiple avenues
that the two sides can build upon to help facilitate coopera-
tion. In 2022, for example, the United States and the EU cre-
ated the US-EU Security and Defense Dialogue, which held its
second meeting in December 2023. The two sides discussed
updates on various defense projects and noted the administra-
tive arrangement between the United States and the European
Defense Agency signed earlier in the year. These are admit-
tedly small developments; nonetheless, they are steps in the
right direction.

Going forward, this dialogue should be elevated and should
take place at least twice a year. At the next meeting, the two
sides should come to the table with the goal of creating a vision
for EU defense over the next five to ten years, with concrete
ways the United States can strengthen, rather than stymie, that
vision. The goal should be to find avenues of cooperation and
a clear set of areas where the EU must become an autonomous
actor. Part of this dialogue should be the United States pushing
for the empowerment of the European defense commissioner,
and then supporting their efforts once this person is in place.

Then, the United States needs to work within its own political
sphere, including closely with the defense industry, to figure
out what more autonomy for the EU might mean for future
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defense contracts. Washington, for example, will likely continue
to provide key enablers for European security efforts. And
that’'s OK. At the same time, some EU countries will have the
resources to procure high-end capabilities, whereas smaller
countries may look to acquire low-cost, attritable capabilities
that are accessible but will still go a long way in moving the ball
on readiness in Europe.

Compelling research suggests that funding shortfalls, bu-
reaucratic headaches, power struggles between EU member
states, and ongoing debates about whether defense acquisi-
tions should come from outside the EU continue to pose the
largest obstacles to deeper European integration. Having a
transatlantic aspect to these discussions with the ultimate goal
of making the EU more autonomous will be key to both get-
ting projects off the ground and creating a political environ-
ment in Europe where there is the actual will to get things done.
Another challenge, of course, will be resisting the long-stand-
ing tendency to “just buy American” because it's easier and

more available, and creating economies of scale to a point
where joint European procurement makes sense. On the US
side, the difficulties will be navigating the political minefield of
major defense contractors that are worried about losing out on
market share, members of Congress who have a personal inter-
estin these contracts, and, ultimately, pushing back against the
ossified thinking that has thus far defined this touchy subject.
This is certainly a long-term project, but with the support of the
United States, Europe could finally be on the right track.

Rachel Rizzo is a nonresident senior
fellow at the Atlantic Council’s
Europe Center. Her research focuses
on European security, NATO, and the
transatlantic relationship.
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LEVERAGING EUROPE AND THE EU AS A DEFENSE POWER
Rob Murray

THE BOTTOM LINE

By 2029, defense cooperation between the United States and
the European Union (EU) must solidify the backbone of a resil-
ient transatlantic alliance capable of securing global stability
and upholding democratic values. Success will depend on ad-
dressing three intertwined issues: securing adequate funding,
streamlining acquisition processes, and transforming defense
manufacturing. These challenges present opportunities for
innovation, collaboration, and growth, with the United States
and Europe playing critical roles in building strategic resilience.
Moreover, integrating the defense policies of the United States,
the EU, and NATO allies with broader national security strat-

egies will be essential to tackle evolving threats that are not
purely military but encompass economic, technological, and
political dimensions. Ensuring that these defense efforts align
with overarching national security goals will create a more uni-
fied and effective transatlantic response.

STATE OF PLAY

The US-EU defense partnership stands at a pivotal moment.
The ongoing conflict in Ukraine has exposed both strengths
and significant gaps in funding, preparedness, and produc-
tion. NATO’s 2 percent of GDP defense-spending target, long
considered a benchmark, is increasingly viewed as a floor

Photo: An employee works at a production line of 155 mm artillery shells at the plant of German company Rheinmetall, which produces
weapons and ammunition for tanks and artillery, during a media tour in Unterluess, Germany, June 6, 2023. REUTERS/Fabian Bimmer.
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rather than a ceiling considering modern warfare’s demands.
Europe’s collective defense spending in 2024 is expected to
reach approximately $380 billion (€350 billion). However, this
expenditure must be utilized more effectively to maximize its
impact. Adjusted for purchasing power parity, Europe and the
United States’ real defense spending levels have only just
returned to those seen two decades ago despite substan-
tial nominal increases. In comparison, according to the SIPRI
Military Expenditure Database, Russia’s 2023 defense budget
was $109 billion.

Momentum for change is building, particularly around address-
ing inefficiencies in defense acquisition and procurement pro-
cesses. The establishment of an EU defense commissioner
represents a step forward. The commissioner’s role, supported
by European Commission President Ursula von der Leyen,
should be to streamline procurement, ensure better value
for the money, and create shared economic benefits through
European jobs. While political resistance is inevitable, the po-
tential benefits of a more integrated and responsive defense
market are immense.

The United States has a crucial role in supporting these
European initiatives. Active US engagement in shaping and
supporting EU procurement reforms should be seen as part
of a broader commitment to developing a shared transatlan-
tic defense strategy. This strategy should focus on creating a
procurement environment where efficiency, transparency, and
innovation are prioritized. By working together to adopt and
refine best practices, both sides can ensure that procurement
processes are aligned and mutually beneficial, avoiding any
perception of one side guiding the other. The US Replicator
program—an initiative aimed at rapidly scaling the production
of autonomous, affordable defense systems to maintain tech-
nological and operational superiority—represents a potential
model for how defense contracting might look in the future.

European defense industries are also responding to increased
demand, albeit fragmented demand from nations. However,
more must be done to ensure that production capacities can
meet both immediate and future needs. Firms are beginning
to take on more risk, building critical inventory independently,
and those able to deliver quickly will be rewarded. This marks a
significant cultural shift in the defense industry and European
attitudes toward the industry, one that bodes well for the future
of US-EU cooperation. By fostering joint ventures and co-in-
vestment opportunities, the United States and Europe can com-
bine their respective strengths—US entrepreneurial dynamism
and European engineering expertise—to address production
challenges effectively.

The conflictin Ukraine has also underscored the need for agility
in defense production. Wartime inflation, such as the quadru-
pling of the cost of a 155 mm artillery shell from approximately

€2,000 before February 2022 to around €8,000 now, as men-
tioned by the chair of the NATO Military Committee, Admiral
Rob Bauer, demonstrates the urgency of transforming defense
manufacturing. Despite these challenges, European shell pro-
duction is expected to reach an annual rate of one to two million
shells by late 2024, potentially surpassing US output. With the
right focus and investment, Europe can rise to meet its defense
needs and significantly contribute to the transatlantic alliance.

As Europe addresses these immediate production challenges,
it is becoming increasingly clear that longer-term strategic
alignment is also critical. Although current efforts primarily fo-
cus on securing funding and streamlining procurement, there is
increasing awareness that aligning the defense policies of the
United States, the EU, and NATO members with broader na-
tional security strategies will be essential for tackling complex,
evolving threats. Coordinating military readiness with broader
security goals, including economic and technological resil-
ience, is likely to become a critical component of future transat-
lantic cooperation. This alignment will help ensure that defense
investments are strategically targeted to maximize both military
and societal resilience, creating a more unified transatlantic re-
sponse to hybrid and multidimensional threats.

THE STRATEGIC IMPERATIVE

There are three areas that the United States, the EU, and
its member states must address together to ensure the
transatlantic alliance is fit for purpose.

1. Money: Securing adequate funding

Securing necessary funding is paramount. Once a distant goal-
post, NATO’s 2 percent of GDP target is now the starting point
for ensuring robust defense capabilities. The lessons from
Ukraine underscore the need for substantial financial commit-
ments, but they also highlight the power of collective action
and the importance of transparent communication with the
public. Both the United States and the EU—with the support
of its member states—must be willing to make these invest-
ments to not just maintain security, but to drive innovation and
economic growth in the defense sector that will likely bring
wider economic benefits.

2. Procurement: Streamlining acquisition processes

NATO’s new comprehensive defense plans could require
Europe to increase its military capability targets by about a
third, with calls to push defense spending to around 3 percent
of GDP. The British government has gone some way to commit
to this with the current administration seeking to increase
defense spending to 2.5 percent, although the timeline to
achievethisremains open. More ambitiously, Poland’s president
also pushed earlier this year for NATO to establish a 3 percent
target. This represents both a challenge and an opportunity for
Europe to demonstrate its commitment to collective defense

1
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and leverage its economic strength for security. However, even
if the necessary funding was available, current procurement
models are not equipped to allocate these funds effectively.
Comprehensive reform must accompany increased spending
to ensure efficiency and impact.

Reforming defense procurement is about creating a system
that can adapt to the fast-paced demands of modern warfare.
The appointed European defense commissioner should focus
on achieving EU-wide procurement reform. By prioritizing de-
centralization, empowerment, and speed—particularly in ac-
quiring rapidly evolving technologies such as software and
cyber capabilities—Europe can ensure that its defense capabil-
ities are proactive rather than reactive. The United States, with
its large procurement portfolio, should learn from such reforms
and implement those that are relevant across the US system,
too, thereby fostering a more cohesive transatlantic defense
strategy. (This topic will be discussed further in a forthcom-
ing report by the Atlantic Council’s Commission on Software-
Defined Warfare.)

3. Production: Transforming defense manufacturing
Transforming defense production is where the future of US-EU
cooperation can truly shine. The Ukraine war has exposed
the limitations of current production capacities, but it has also
sparked a renewed focus on innovation and efficiency. The
United States and the EU must invest in scalable, efficient
production methods that can meet the demands of modern
warfare while also driving technological advancements. The
United States should take an active role in this transformation,
offering technological expertise and coinvesting in European
production facilities to ensure that both sides benefit from en-
hanced manufacturing capabilities—including those efforts
that are already underway.

The increasing reliance on drones exemplifies this broader
shift toward technologically advanced and cost-effective mili-
tary assets. Drones are becoming central to both surveillance
and combat operations, offering a clear example of how tech-
nological advancements can drive significant military impact at
a fraction of the cost of traditional assets. The production and
deployment of drones, particularly those with artificial intelli-
gence capabilities and enhanced autonomy, should be at the
forefront of these efforts. Moreover, these military advance-
ments are likely to pioneer civilian applications, such as drone
deliveries, unlocking significant economic activity beyond their
military use. This dual-use potential makes investment in drone
production a strategic priority, with broad implications for both
defense and civilian sectors.

Public-private partnerships and closer cooperation with the
United Kingdom and other non-EU European countries such
as Switzerland, Norway, and Turkey could significantly en-

hance Europe’s defense manufacturing ecosystem. This ap-
proach addresses immediate needs and builds a foundation
for long-term resilience and adaptability. Addressing broader
economic, social, and political challenges will be essential for
ensuring that Europe’s defense industry is not just reactive but
a driving force in global security.

LOOKING AHEAD

The nextfouryears are crucial for setting the trajectory of US-EU
defense cooperation. Securing adequate funding, streamlining
acquisitions processes, and transforming defense production
are the means by which the United States and the EU can build
a defense partnership that is resilient, innovative, and capable
of addressing the challenges of the twenty-first century. To
achieve this, nations must align not only their military capabil-
ities but also their economic, technological, and political strat-
egies. While the potential benefits are significant—improving
effectiveness, reducing fragmentation, and strengthening resil-
ience—there are also challenges to overcome. National sover-
eignty concerns, divergent political priorities, and institutional
complexities present real hurdles.

While initiatives to support the European Defense Technological
and Industrial Base, the European Defense Fund, and
Permanent Structured Cooperation provide some frameworks
for enhancing EU capabilities, more significant and impactful
initiatives are required. For example, a US-European multilat-
eral lending institution focused on defense financing should be
created to serve as a critical tool in bridging the funding gap and
ensuring sustained investment in defense. Or the United States
and France could lead by investing in the NATO Innovation
Fund, expanding it with multiple sub-funds that utilize both pri-
vate and public capital, each with distinct investment theses.
These sorts of approaches could catalyze broader defense fi-
nancing and innovation, setting the stage for a more integrated
and capable transatlantic defense alliance.

Strengthening the European pillar within NATO makes sense
as it ultimately seeks to strengthen the Alliance. This strategic
autonomy will be crucial as the United States may increasingly
focus on the Pacific and other global priorities, necessitating
a strong and self-reliant Europe. However, the United States
must also ensure that Washington’s shift does not weaken
transatlantic ties. By actively supporting European defense
autonomy within NATO, the United States can ensure that
Europe remains a strong and capable partner in addressing
global security challenges.

POLICY RECOMMENDATIONS

Achieving a robust and unified transatlantic alliance by 2029 will
depend on the United States and the EU addressing the core
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issues of funding, procurement, and production. By embracing
these challenges as opportunities for growth, innovation, and
collaboration—and by integrating defense policy with broader
national security strategies—both sides can ensure that their
defense partnership is prepared for the challenges ahead.
Integrating the UK and other key non-EU European countries
as partners will further enhance this alliance, ensuring that it
remains a cornerstone of global stability in the years to come.
Success in these efforts will require overcoming significant po-
litical and bureaucratic obstacles, but the potential rewards—a
secure, stable, and resilient alliance—make the endeavor well
worth the effort. The United States must play a leading role
in these efforts, ensuring that its commitment to transatlantic
security remains strong and that Europe is empowered to take
on a more autonomous and proactive defense role, securing
peace and stability for future generations.

Recommendations to this effect include:

® Increase defense financing beyond the NATO 2 percent
target. This funding should be directed toward both
traditional military capabilities and emerging technologies,
ensuring that the United States, the EU, and its member
states can maintain a credible deterrent against current
and future threats. This additional financing should be
used to create a defense-oriented multilateral lending
institution into which the United States and the EU should
invest to provide the necessary capital to support these
initiatives without overburdening national budgets. Clear
communication with the public about the necessity of this
spending is essential for securing the political support
needed to sustain these investments.

® Prioritize the reform of defense procurement processes.
The inaugural European defense commissioner should lead
efforts to decentralize and streamline acquisition, with a
particular focus on empowering decision makers and accel-
erating the adoption of new technologies. Integrating the
UK and other non-EU European countries into these efforts

will help create a more efficient and responsive defense
procurement system across Europe, enhancing the transat-
lantic relationship. The United States should support these
reforms by aligning its procurement processes with those of
its European allies, ensuring interoperability and efficiency
across the alliance. The Replicator effort could be a relevant
pilot program from which to learn key lessons.

Invest in transforming defense production. The United
States and the EU should leverage new manufacturing
techniques and scale up production capacities to meet the
demands of modern warfare. Public-private partnerships
and closer cooperation with the UK, Switzerland, Norway,
and Turkey will be key to enhancing production efficiency
and resilience, particularly in the development and
deployment of drones, which offer both military and
civilian applications.

Ensure that defense policy is fully integrated with broader
national security strategies, including economic and tech-
nological dimensions. A holistic approach, which includes
the UK and other non-EU countries, will be crucial for build-
ing a resilient and adaptable alliance capable of responding
to the complex security challenges of the twenty-first cen-
tury. The United States should work closely with Europe to
ensure that these strategies are aligned, creating a unified
approach to global security and leveraging capital (in all its
guises) to support such an effort.

Rob Murray is a nonresident senior
fellow with the Forward Defense
program and the Transatlantic
Security Initiative within the Atlantic
Council’s Scowcroft Center for
Strategy and Security.
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LOOKING AHEAD TO THE NEXT CHAPTER OF US-EU
DIGITAL COLLABORATION

Frances G. Burwell

THE BOTTOM LINE

In the past four years, during Ursula von der Leyen’s first
term as European Commission president and Joe Biden’s
time as US president, there has been a strong convergence
across the Atlantic in the governmental approach to digital
and technology-related issues. However, the transatlantic
agenda for the coming years remains unclear and will depend

on the impact of the debate over competitiveness now
emerging in Europe and the outcome of the US election in
November. There are opportunities for further collaboration,
especially in addressing emerging technologies and the
risks both sides face from bad actors in the digital sphere.
Whether this will be an effort driven by the European Union
(EU) or one in which the United States is an equal partner is
not yet certain.

Photo: US Secretary of State Antony Blinken takes pictures of the press next to US Trade Representative Katherine Tai, US Secretary of
Commerce Gina Raimondo, European Commission Executive Vice-President Margrethe Vestager, European Commission Executive Vice-
President Valdis Dombrovskis, and European Commissioner for the Internal Market Thierry Breton as they pose for a family photo on the
day of the US-EU Trade and Technology Council in Leuven, Belgium, April 5, 2024. Source: REUTERS/Johanna Geron/Pool.
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STATE OF PLAY

Von der Leyen entered office in late 2019 with a strong focus
on digital policy. Despite the pressures of the COVID-19 pan-
demic and Russia’s full-scale invasion of Ukraine, the European
Commission put forward a tsunami of legislation, most of which
has now passed, including the Digital Markets Act, Digital
Services Act (DSA), Data Governance Act, Data Act, Cyber
Resilience Act, and the Artificial Intelligence Act. While there is
a growing debate about the impact of such extensive regula-
tion on European innovation, as discussed in former President
of the European Central Bank Mario Draghi’s recent report on
competitiveness, there are few indications of any back-tracking
on these new laws.

In contrast, the Biden administration entered office without
strong ambitions in this area, although the president had ex-
pressed some concerns about the impact of social media on
the electorate. However, there was a big shift in the adminis-
tration’s attitude toward artificial intelligence (Al) as that tech-
nology developed. Through a series of “blueprints,” voluntary
guidelines, and executive orders, the Biden administration has
largely adopted the EU’s risk-based approach to Al, at least in
its assessment of the dangers and its objectives.

This convergence in tech policy cannot be divorced from the
growing transatlantic alignment on China. The Biden admin-
istration has emphasized the need for greater oversight and
restrictions on transfers of technology and data to that country.
The 2023 suspension of US participation in the World Trade
Organization’s digital trade efforts and the citing of national
security considerations in limiting data flows to “countries of
concern,” including China, seem to mark a turning away from
the long-held US commitment to open data flows. Moreover,
the Protecting Americans’ Data from Foreign Adversaries
Act passed as part of a foreign aid package for Ukraine and
Israel, puts restrictions on data brokers that receive US per-
sonal data based on their foreign ownership.

In Europe, there has been a growing caution about Chinese
equipment and investments in the communications and high-
tech sectors, although the policy is often described as differen-
tiating between trusted and untrusted vendors. Most recently,
the EU has opened investigations into China’s subsidization
of its electric vehicle (EV) battery and wind turbine industries.
Although there are still differences, the last four years have
seen a growing transatlantic consensus on the risks posed by
China’s anti-competitive behavior and its impact on US and EU
autonomy in key technologies.

THE STRATEGIC IMPERATIVE

The US-EU digital relationship is one of the strongest and
most lucrative in the world—US tech companies earn more in

Europe than anywhere else in the world. At the same time,
EU rules affect those companies’ operations not only in the
European market but often far beyond. The question for US
and EU policymakers is how to create a more coherent trans-
atlantic—and perhaps even global—digital marketplace, one
where regulation and innovation incentives can be balanced.
Can the United States and the EU find enough common ground
to achieve that ambition? If they do not cooperate—and per-
haps even adopt opposing policy approaches—will compa-
nies then face two distinct markets? In that circumstance, will
the EU become even more focused on digital sovereignty
and restrictive regulations while the United States becomes
a relatively less-regulated space? Will companies be forced
to choose whether to adhere to strict European regulations or
forgo the profitable European market?

LOOKING AHEAD

Whether the United States and the EU will succeed in building
greater cooperation on digital and tech issues will depend in
large part on two factors. First, the EU is engaged in an internal
discussion on how to enhance the bloc’s economic compet-
itiveness. A key element of that should be to provide a more
business-friendly environment across the economy while en-
couraging citizens, governments, and businesses to participate
in the digital transition and provide the protections they expect.
Competitiveness does not mean no regulation, but rather that
compliance with the rules does not create prohibitive burdens,
especially for innovative start-ups. Europe also needs to boost
its digital engagement and provide its people with the skills
needed to flourish in the digital economy. In short, will it be
Estonia or France that emerges as the model for how Europe
balances regulation and innovation? If Europe comes to believe
that the only way it can enhance its competitiveness is by re-
stricting certain markets to European companies, transatlantic
cooperation will inevitably become more challenging.

Second, the future of US-EU collaboration will also depend
on the outcome of the US presidential election. Although dig-
ital and tech policy has figured little in the race to date, there
are some clear differences. Vice President Kamala Harris has
been deeply engaged in the Biden administration’s approach
to Al, and measures such as those in the Biden administra-
tion’s executive order on Al are likely to be reinforced in a
Harris administration.

The path forward is murkier if former President Donald Trump
returns to the White House. He has already said that he
would withdraw the Biden administration executive order on Al,
a move that would distance the United States from the Group of
Seven and others who seek to constrain some uses of Al. While
messages from the Trump campaign have been mixed when
it comes to the large tech companies, the conservative mani-
festo Project 2025 has called for the end of the Federal Trade
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Commission and its anti-trust role, as well as removing environ-
mental and other rules that the project’s authors believe have
constrained the growth of technology companies. This position
will be received with much skepticism, if not alarm, in Europe.
US tech companies are already viewed in Europe as under
regulated, and a relaxation of current US rules is likely to lead
Europe to respond by stepping up enforcement of its new dig-
ital rules even further. Even if a Trump administration does not
roll back existing regulation, all indications are that it will resist
any further constraints on tech companies, including measures
such as labeling Al-generated content or restricting the distri-
bution of fake videos. Such a stance is unlikely to provide a
foundation for greater US-EU cooperation.

For much of the last four years, the EU has been a world leader
when it comes to tech regulation, while the United States, in
some areas, has not even had a policy in place. Some would
argue that the EU’s focus on regulation has hampered corpo-
rate innovation and the opportunity for European tech super-
star companies to develop. That may be, but in the absence
of comparable US regulation, the EU has become the default
arbiter of rules that govern the digital economy, including the
global behavior of US companies. Unless the United States en-
gages more actively—including putting forward concrete leg-
islative and regulatory proposals—Europe is likely to continue
to set the pace, especially on regulating Al and disinformation.
And if the United States fails to enact guardrails in the digi-
tal sector and instead decides that the digital economy should
continue to be lightly regulated, the EU is likely to respond by
strengthening enforcement of its own rules, especially against
US companies. Consistent and constructive US-EU regulatory
engagement, therefore, is an essential component of a transat-
lantic digital marketplace.

POLICY RECOMMENDATIONS

The United States and the EU should focus on a few key ar-
eas to create a more coherent transatlantic digital marketplace.
These do not represent the entire universe of existing digital
policy. (One area omitted here is competition policy, which is
governed by distinct legal processes in the United States and
the EU.) It should also be noted that during the coming years,
entirely new areas of digital and tech are likely to emerge as
crucial in the transatlantic partnership. Thus, it is important that
a mechanism exists that allows for continuous conversations
about these matters. During 2021-24, the US-EU Trade and
Technology Council (TTC) provided valuable opportunities for
consultation and for aligning US and EU approaches. During
the next US administration, a revamped TTC or similar mecha-
nism should be available to ensure continued close communi-
cation across the Atlantic on these fast-moving issues.

Cybersecurity: During the past few vyears, the United
States and Europe have experienced an increasing number

of cyberattacks, although specific numbers are difficult to
secure, given that not every victim reports an attack. In 2023,
the cost of cybercrime was estimated at $11.5 trillion and is
expected to be almost $15 trillion in 2024. Both China and
Russia have been identified as facilitating—if not ordering—
some of these attacks, demonstrating cyber’s growing role as
a key area of hostile state action, in addition to the longtime
involvement of criminal enterprises. Coordinating policy
toward cyberattacks and developing greater cyber resilience
should be a top priority for policymakers. The US-EU Cyber
Dialogue has been important in facilitating dialogue about
specific attacks and strategies for countering those efforts.
Recently, it has also started to address the different US and
EU regulatory measures aimed at creating resilience, both in
critical infrastructure and in connected devices. Coordination
between the United States and the EU will be essential not only
in ensuring that consumers are safe but also in building the
collaboration required to keep our societies secure in the face
of a growing onslaught by hostile actors. Some important steps
have been taken, but the threat will evolve, and so must our
response.

Al and emerging technologies: One of the biggest successes
of the TTC was the convergence it inspired on the issue of Al.
While the EU led with the Al Act, the Biden administration grad-
ually moved from inaction to establishing voluntary guidelines
and then to issuing Executive Order 14110 imposing rules on
those seeking to do Al-related business with the US govern-
ment. The commercialization of ChatGPT happened just as
the Al Act was nearing completion, and a few provisions were
hastily added in response, especially to ensure that genera-
tive Al was treated as high risk. While the United States will
probably struggle to pass comprehensive Al legislation, some
US states have started to fill the domestic breach by passing
their own Al laws. For example, the Colorado law passed in May
imposes similar restrictions and responsibilities on Al develop-
ers as does the EU Al Act. But there is no denying that Al is a
rapidly evolving technology that will require ongoing govern-
ment review and regulation. Indeed, Microsoft President Brad
Smith recently called for more government regulation to com-
bat “abusive Al-generated content.” During the next five years,
as Al is integrated into people’s daily lives and as more uses
(good and bad) develop, US-EU cooperation in facilitating the
productive use of Al while constraining its harmful uses will be
essential. As a first step, transatlantic conversations about the
implementation of rules for the EU Al Act will determine how
compatible US and EU rules will be in practice.

Quantum computing: Al is not the only technology that re-
quires cooperation across the Atlantic. Quantum computing
has already been identified by the TTC as the next emerging
technology worthy of focus. Given the enhanced power and
computing speed that quantum would provide for researchers
and Al developers and deployers, for example, there is definite
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value in the technology. But it also offers those same capabil-
ities to those seeking to hack into critical infrastructure sys-
tems or financial or healthcare institutions. Thus, ensuring that
quantum capabilities are securely held should be a top trans-
atlantic priority for ongoing tech discussions. On September
5, the US Commerce Department issued rules establishing
export controls on certain elements of quantum computing.
Although some EU member states were identified as eligible
for exemptions from these restrictions, the EU as a whole is
not. Discussions on quantum computing are already underway
in the TTC, but they are now more urgent so that the United
States and the EU can maintain a united front.

Data governance: This topic should also be much higher on the
list of US-EU priorities than it has been in the past. To date, this
discussion has focused on ensuring the transfer of EU personal
data to the United States in the commercial setting in a manner
compatible with the EU General Data Protection Regulation.
But the recent US decision to begin limiting how US data can
be shared and the continuing US-EU negotiation on law en-
forcement access to electronic evidence make this issue one
that is ripe for intensive US-EU discussions, especially as the
new Commission will present a European Data Union Strategy.
The United States and the EU urgently need to build more con-
sensus in the movement and governance of data.

Online safety and combating disinformation: In the wake
of the European Parliament elections—and with the US
elections looming—increased attention should be paid to
the threat of intentional disinformation, as well as the harms

done by online targeting of individuals. Al has escalated this
threat, as demonstrated by faked audio recordings released
during the Slovak election campaign and the Al-generated
fake video of Harris featured on X. While the EU has the DSA
and other legislation to rein in illegal and harmful content, the
United States has resisted such measures, citing free-speech
protections. Once the US elections are over and the impact
of online and offline disinformation can be assessed, this
should become an important area of collaboration between
the two democracies. But there is also great potential for
transatlantic tensions in this area, especially since European
and US ideas—and laws— on free and prohibited speech can
vary. A Trump administration may well view EU attempts at
content moderation under the DSA as efforts to censor free
speech. Recent communications between then-European
Commissioner Thierry Breton and X owner Elon Musk
demonstrate the potential for misunderstanding, especially
if the focus becomes harmful, rather than illegal, speech. In
the future, close consultation will be essential if the US-EU
partnership is to be effective in managing real disinformation.

Frances G. Burwell is a distinguished
fellow at the Atlantic Council’s
Europe Center and a senior director
at McLarty Associates.
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NAVIGATING BETWEEN DATA WAR AND PEACE

Kenneth Propp

THE BOTTOM LINE

Ever since Edward Snowden revealed details on the US
National Security Agency (NSA) covertly collecting Europeans’
electronic communications, companies have contended with
deep uncertainty over whether they may continue to transfer
personal data from Europe to the United States. Washington
and Brussels, in their efforts to resolve a long-running dispute
with major commercial consequences, have vacillated between
data war and peace. A true settlement should be the focus of
the next administrations in the United States and the European

Union (EU), or the conflict could flare again. For the time being,
a fragile truce prevails.

COMMERCIAL DATA TRANSFERS FROM THE EU
TO THE UNITED STATES

STATE OF PLAY

As a direct result of the Snowden revelations, the Luxembourg-
based Court of Justice of the EU (CJEU) twice invalidated EU-US
international arrangements designed to ensure transatlantic

Photo: A photographer takes a picture during NATO-led cyber war games 'Locked Shields 2023' in Tallinn, Estonia, April 18, 2023.
Source: REUTERS/Ints Kalnins.
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data transfers consistent with EU privacy law. In 2015, the
EU-US Safe Harbor Framework was struck down by the court,
and in 2020, a successor arrangement, the Privacy Shield, met
the same fate.

A third transfer arrangement, the EU-US Data Privacy
Framework (DPF), concluded in 2023, put significant additional
safeguards in place for Europeans’ personal data. Another le-
gal challenge was immediately filed at the CJEU, this one by
Philippe Latombe, a French parliamentarian. The court quickly
denied Latombe’s request for a temporary injunction to sus-
pend the application of the DPF. Final disposition of the case
remains pending, though many commentators believe it ulti-
mately will fail for procedural reasons.

A greater litigation threat looms, however. The European pri-
vacy advocacy organization NOYB —short for None of Your
Business—headed by Austrian privacy activist Max Schrems,
issued a statement last year suggesting that it also was consid-
ering a judicial challenge. There are recent signs that it could
be close to doing so. Austria has just implemented a new EU
directive enabling consumer protection organizations to file
suits for collective redress—a European equivalent to US-style
class action lawsuits. NOYB may avail itself of this new remedy
in an Austrian court in an effort to block the DPF. A referral to
the CJEU could follow quickly, setting the stage for a decisive
legal determination by the judges in Luxembourg in the next
year or two.

LOOKING AHEAD

For the time being, there is little for European Commission and
US officials to do other than to jointly ensure that the DPF’s
safeguards are being rigorously applied and to sharpen their
arguments for the EU legal challenge. The DPF’s prospects be-
fore the CJEU are mixed. US observers tend to be impressed
by the creativity and seriousness of the reforms that the US
government has put in place. However, some European coun-
terparts are more skeptical, pointing out remaining areas
where the US steps still may fall short of strict CJEU fundamen-
tal rights requirements.

If the DPF, like its predecessors, were to be struck down, a
new US administration—Democratic or Republican—might well
hesitate whether to go back to the negotiating table with the
European Commission for a fourth time. Adding even more US
legal safeguards to protect Europeans’ personal data would
likely require enactment of a US statute——a doubtful proposi-
tion in a new Congress—and could run up against US constitu-
tional constraints.

A Trump administration could well conclude that enough is
enough—that instead, it is time to fight back against endless
European threats to transatlantic data flows. The Heritage

Foundation‘s Project 2025 report, which was written by the for-
mer president’s allies though he has distanced himself from it,
already has called for a skeptical review of the DPF safeguards
and has mooted the possibility of curtailing US intelligence
sharing with European governments if commercial data sharing
is interrupted. Such an approach would once again vault data
transfers into the first rank of transatlantic economic conflict.

LAW ENFORCEMENT DATA TRANSFERS
STATE OF PLAY

The NSA is not the only US challenge the EU sees to its digi-
tal sovereignty. Running a close second is the CLOUD Act, a
2018 US law. It empowers US law enforcement to demand that
US cloud service providers turn over personal data companies
host on foreign servers, including those located in Europe.
Although several EU countries, including Belgium, give their
prosecutors similar extraterritorial criminal evidentiary powers,
the CLOUD Act has been heavily criticized in Europe.

However, the CLOUD Act also offers foreign governments an
olive branch to accompany its unilateral offensive provisions.
It authorizes the US Department of Justice (DOJ) to negoti-
ate binding international agreements establishing the terms
and limits under which each may directly seek electronic ev-
idence from communications service providers. The United
States has already reached such agreements with the United
Kingdom and Australia, and negotiations with other Five Eyes
nations are underway.

For the past five years, the DOJ and the European Commission
also have been negotiating a CLOUD Act agreement. The
talks paused for several years while the EU finalized its own
counterpartlegislation, the E-Evidence Regulation, butresumed
actively last year. Progress has been slow and difficult. But in
June, senior EU and US home affairs and justice officials issued
an optimistic joint statement welcoming “further progress”
in the negotiations and looking forward to “advancing and
completing” them.

POLICY RECOMMENDATIONS

Now that an agreement appears to be within reach, negotia-
tors should redouble their efforts to finalize the text—or at least
come to a political agreement in principle— by the end of this
year, before changes in leadership on both sides. Although
transatlantic law enforcement negotiations historically have
been largely nonpartisan in nature, a Trump administration DOJ
might nonetheless question whether to continue negotiations
with the EU.

Completing the CLOUD Act agreement would neutralize EU
sensitivities over judicial sovereignty in a way comparable to

19

ATLANTIC COUNCIL


https://curia.europa.eu/juris/document/document.jsf?text=&docid=169195&pageIndex=0&doclang=en&mode=lst&dir=&occ=first&part=1&cid=2522200
https://curia.europa.eu/juris/document/document.jsf?text=&docid=228677&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=4010715
https://curia.europa.eu/juris/document/document.jsf;jsessionid=DE8FBE2A548B077DE5D33453870FA728?text=&docid=279601&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=13787417
https://curia.europa.eu/juris/document/document.jsf;jsessionid=DE8FBE2A548B077DE5D33453870FA728?text=&docid=279601&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=13787417
https://curia.europa.eu/juris/document/document.jsf;jsessionid=DE8FBE2A548B077DE5D33453870FA728?text=&docid=280351&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=13787417
https://curia.europa.eu/juris/document/document.jsf;jsessionid=DE8FBE2A548B077DE5D33453870FA728?text=&docid=280351&pageIndex=0&doclang=EN&mode=lst&dir=&occ=first&part=1&cid=13787417
https://iapp.org/news/a/eu-u-s-data-adequacy-litigation-begins/?mkt_tok=MTM4LUVaTS0wNDIAAAGOFToH6WDvXWLdV_50r70N7LilPD6Vg_nSKPW7pDwBhAo8z7WVY32nMXV_hvdUPVBY6hKNjmzDoAGVMCYhjagLO_GGd-eDkVLQ9rrdncX0U_UI
https://noyb.eu/en/european-commission-gives-eu-us-data-transfers-third-round-cjeu
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020L1828
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020L1828
https://www.lawfaremedia.org/article/will-the-new-eu-u.s.-data-privacy-framework-pass-cjeu-scrutiny
https://www.lawfaremedia.org/article/will-the-new-eu-u.s.-data-privacy-framework-pass-cjeu-scrutiny
https://cdn.ceps.eu/wp-content/uploads/2024/05/TASK-FORCE-REPORT-EU-US-DATA-TRANSFER-1.pdf
https://static.project2025.org/2025_MandateForLeadership_FULL.pdf
https://www.atlanticcouncil.org/in-depth-research-reports/report/digital-sovereignty-in-practice-the-eus-push-to-shape-the-new-global-economy/
https://www.atlanticcouncil.org/in-depth-research-reports/report/digital-sovereignty-in-practice-the-eus-push-to-shape-the-new-global-economy/
https://www.congress.gov/bill/115th-congress/house-bill/1625
https://www.justice.gov/opa/pr/landmark-us-uk-data-access-agreement-enters-force
https://www.justice.gov/opa/pr/landmark-us-uk-data-access-agreement-enters-force
https://www.justice.gov/opa/pr/united-states-and-australia-enter-cloud-act-agreement-facilitate-investigations-serious-crime
https://www.justice.gov/opa/pr/united-states-and-canada-welcome-negotiations-cloud-act-agreement
https://www.consilium.europa.eu/en/press/press-releases/2023/06/27/council-adopts-eu-laws-on-better-access-to-electronic-evidence/
https://www.dhs.gov/news/2024/06/28/joint-press-release-following-eu-us-ministerial-justice-and-home-affairs-21-june

TRANSATLANTIC HORIZONS: A COLLABORATIVE US-EU POLICY AGENDA FOR 2025 AND BEYOND

how the DPF has quieted concerns over US foreign surveillance
activities in Europe. The two, taken together, would bring an im-
portant measure of data peace to transatlantic digital relations.

NATIONAL SECURITY LIMITS TO DATA
TRANSFERS

STATE OF PLAY

After four decades of propounding unrestricted international
commercial data flows, in late 2023, the United States made
a course correction—opting to control certain data exports to
China,Russia, and other “foreign adversaries” for national security
reasons. The new approach is reflected in both legislation and
an executive order. The measures will subject a range of data
flows to these countries to either outright bans or export controls
through a regime akin to what is in place for goods.

The United States similarly reversed course in a World Trade
Organization (WTO) negotiation intended to liberalize services
trade, the Joint Statement Initiative on Electronic Commerce
(JSI). Last fall, the Office of the US Trade Representative unex-
pectedly withdrew its proposal that the prospective agreement
guarantee the free flow of data across borders. The final text of
the JSI, announced in July, not only lacks such an obligation, it
also allows parties essentially unlimited scope to restrict data
flows for data protection reasons, as the EU had sought.

Most notably, the United States singled out its view that the
essential security exceptionisinadequate asareasonfordeciding
not to join the JSI agreement. That provision simply refers to the
essential security exception in the existing General Agreement
on Trade and Tariffs (GATT) and the General Agreement on Trade
in Services (GATS). Although the United States traditionally had
taken a broad view of the GATT/GATS provisions, it now appears
to believe that its new national security data controls might not
pass WTO muster. Thus, the United States has come full circle on
digital trade—from being a principal proponent of free data flows
to an opponent of a traditional multilateral limitation on its ability
to restrict them for security reasons.

The new US multilateral posture on data transfers reflects a
degree of convergence between Washington and Brussels on

the proper extent to which data protection may be invoked as
a limitation, no doubt to Brussels’ satisfaction. The European
Commission has acknowledged some puzzlement, however,
over why the United States is no longer content with the WTO’s
historic national security exception.

LOOKING AHEAD

Neither a Democratic nor a Republican US administration is
likely to alter the new approach emphasizing national security
considerations in data flows to certain adversary countries.

Although Europe is not, of course, the home of “foreign ad-
versary” countries, the new US policy could eventually pose
problems there if Washington were to pressure European gov-
ernments to adopt similar measures. Alternatively, the United
States could seek to directly shut down data transfers from
European companies to China and Russia analogous to how it
has employed secondary sanctions in the financial realm.

Such steps could pose dilemmas in Europe. The EU, as an insti-
tution, largely lacks meaningful authority over export controls,
which are reserved to member states, as are national security
measures. Individual member states would struggle to develop
coherent responses to such potential US pressure.

The United States and the EU have come far toward settling on
safeguards accompanying access to personal data by their na-
tional security and law enforcement authorities, but definitive
resolution in both areas still awaits. In the meantime, new con-
cerns over foreign adversaries’ access to data have emerged,
also calling for transatlantic coordination.

Kenneth Propp is a nonresident
senior fellow at the Atlantic Council’s
Europe Center. He teaches EU law at
Georgetown University Law Center
and is a former legal counselor to the
US Mission to the European Union in
Brussels.
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REENERGIZING TRANSATLANTIC TRADE DYNAMICS OVER THE
COMING YEARS

Erik Brattberg

THE BOTTOM LINE

Despite relatively friendly transatlantic ties over the past four
years, trade has often been a source of tension between
Washington and Brussels. Looking ahead, policymakers in the
United States and the European Union (EU) should recognize
the importance of the transatlantic trade relationship. Instead
of bickering over tariffs or pursuing protectionist regulations,
they should take practical steps to upgrade their economic re-
lationship for a more geopolitically challenging era.

STATE OF PLAY

The state of transatlantic trade relations today is mixed. The
biggest development in transatlantic trade during the past
four years was the launch of the US-EU Trade and Technology
Council (TTC) in 2021. Rather than revisiting long-standing
trade disputes, the TTC was conceived to offer a more fu-
ture-oriented agenda to help give US-EU relations a more pos-
itive outlook in the early months of the Biden administration.
While critics may point out that the TTC has failed to live up to

Photo: A crane lifts a shipping container on the quay side of Dublin Port container terminal in Dublin, Ireland, May 25, 2023.

Source: REUTERS/Phil Noble.
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its initial hype and has not delivered many headline-grabbing
deliverables, the format has nevertheless proved useful in help-
ing to rebuild trust and drive progress on more technical areas
such as artificial intelligence (Al) regulation, semiconductors,
and sanctions and export controls— especially in the wake of
Russia’s full-scale invasion of Ukraine in February 2022.

Beyond the TTC, progress on transatlantic trade has fallen
short. Some transatlantic trade tensions remain unresolved,
and new ones have appeared that have tested otherwise
friendly US-EU ties. Early on, the Biden team worked to
alleviate trade frustrations, including the long-standing
Boeing-Airbus dispute and the Trump-era tariffs on steel
and aluminum products, but both agreements were only
a suspension of duties. Agreements did not resolve
the underlying issues of the disputes, and the Biden
administration has not abandoned the logic that informed
the Trump-era assumptions about trade.

In particular, the Inflation Reduction Act (IRA) served as a
wake-up call for Europe: The United States was embarking on
an ambitious—or “super aggressive,” in the words of French
President Emmanuel Macron—domestic climate industrial pol-
icy that could undermine European green tech leadership and
industrial competitiveness. The Biden administration did take
steps to address some of Europe’s concerns, such as allowing
European companies to qualify for the electric vehicle (EV) tax
credits for leased vehicles, and a transatlantic task force has
helped allay some concerns. However, one concrete opportu-
nity to address the problems stemming from the IRA’s tax cred-
its through a bilateral critical minerals agreement has proven
more difficult than expected and is unlikely to be completed
before the US elections in November. While Europe recog-
nized the benefits of US action on climate change, Brussels
has crafted its own plan in response—the Green Deal Industrial
Plan for the Net-Zero Age—aimed at bolstering the continent’s
green tech sector by loosening state aid rules and pouring its
own money into projects to offset the impact of some of the
measures from the IRA on European firms.

Finally, anincreasingly important transatlantic trade topic is how
to deal with the enormous challenge posed by China. Whereas
the United States primarily sees China as a national security
issue and is more willing to bypass World Trade Organization
(WTO) rules to address trade concerns with China, Europe still
primarily views China through a trade prism—though Beijing’s
support for Russia’s war in Ukraine has shifted such thinking.
The Biden administration has pressed the EU to commit to
tougher language on China at bilateral meetings. While not as
publicly prominent a topic in the TTC, China—and its non-mar-
ket policies and practices—has nevertheless featured more
prominently in discussions on technology standard setting
and digital connectivity, among other topics. For example, in
the April 2024 TTC joint statement, China was mentioned three

times, while “non-market” policies and practices were featured
much more frequently.

Discussions in the TTC—and in the Group of Seven—have
helped forge a growing alignment between the United States
and the EU on the need to more forcefully push back against
Beijing in the trade domain. The United States and the EU
have strengthened investment-screening regulations, imposed
new export controls on dual-use technologies, and imposed
tariffs to address Chinese overcapacity of EVs. However, while
shared concerns about China have brought the two sides
closer together in certain areas, they have also highlighted
divergences in their respective strategic approaches, with
Washington prioritizing a national security perspective that is
out of step with many European capitals.

THE STRATEGIC IMPERATIVE

The significance of transatlantic trade ties has become more
important than ever. In 2023, transatlantic trade in goods
amounted to an all-time record of $1.22 trillion, supporting mil-
lions of jobs on both sides of the Atlantic. The United States
and Europe (including both the EU and the United Kingdom)
are each other’s biggest trade and investment partners, far
exceeding their respective trade and investment flows with
China. As both sides of the Atlantic continue to recover from
inflation and seek to promote economic growth, reinforcing
transatlantic trade and investment ties will be critical to their
efforts. Moreover, bringing the US and EU economies closer
together, along the lines of former Italian Prime Minister Enrico
Letta’s call for a “transatlantic single market,” could have enor-
mous potential—even if it remains far-fetched.

Geopolitics further underscores the strategic rationale for
like-minded democracies to cooperate more closely on trade.
Reducing dependencies on risky suppliers such as Russia and
China and boosting supply chain resilience is critical for both
Washington and Brussels, and both respective efforts need the
otherto succeed. Following Russia’s full-scale invasion of Ukraine
in February 2022, European countries quickly reduced their
dependence on Russian oil and gas, turning to other producers,
especially the United States, which has since become Europe’s
most important supplier of liquefied natural gas (accounting for
more than half of EU imports in 2023) and a major supplier of
crude oil. European countries have also invested in US nuclear
energy technology and stepped up purchases of US-made
weapons. Moreover, as both the United States and the EU
have become more concerned about dependence on China for
critical supply chains such as pharmaceuticals, critical minerals,
and other key technology inputs, the concepts of de-risking—
inaugurated by European Commission President Ursula von der
Leyen in March 2023—and economic security—echoed by US
National Security Advisor Jake Sullivan a month later— have
become widely accepted by both sides.
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Transatlantic cooperation will also be an asset to industrial
policy. As both the United States and the EU embark on a new
era of industrial policy that aims to reshore manufacturing
capabilities from China and boost economic competitiveness
at home, there is untapped potential to design industrial
policy initiatives in a way that reinforces collaboration rather
than invites unnecessary divisions. Against the backdrop
of a more challenging global geopolitical environment,
the logic of friendshoring by deepening dependence on
trusted partners while reducing dependence on risky ones
deserves greater attention from policymakers. Avoiding
protectionist actions across the Atlantic—whether a trade
or a subsidy war—in favor of promoting trade openness and
lower transatlantic barriers is crucial to be able to compete
with China from a joint position of strength. Resolving
transatlantic trade disputes and pursuing coordinated
approaches to industrial policy is also essential to enable
the green transition.

Finally, at a time when the international economic system cen-
tered around the WTO and its rules, standards, and norms is
fraying with no clear alternatives in sight, transatlantic coop-
eration is necessary to promote the much-needed structural
reforms of existing institutions and propose new multilat-
eral solutions, perhaps with a smaller number of like-minded
countries.

LOOKING AHEAD

The road ahead for transatlantic trade is not straightforward.
There are several unresolved irritants and looming challenges
that will need to be addressed by the next US administration
and its EU counterparts no matter the outcome of the US
election in November. Central to tackling these challenges is
whether Washington and Brussels will resort to greater protec-
tionism, causing more bilateral tensions, or whether they can
seize the moment to put aside differences and deepen trade
relations at a pivotal point in global geopolitics.

The consensus on trade has eroded over the past decade with
both political parties in the United States. Republicans and
Democrats have turned away from free trade and globaliza-
tion toward overlapping variations of protectionism and eco-
nomic nationalism. Whether former President Donald Trump’s
“America First” or President Joe Biden’s “Buy America,” this
trend is unlikely to fade regardless of who sits in the White
House in 2025. While Vice President Kamala Harris would
likely continue much of the Biden administration’s skepticism
of free trade deals and its strong focus on domestic labor, she
would also be careful about alienating traditional US allies.
Conversely, Trump would likely resort to a far more aggres-
sive trade posture against the EU with less internal opposi-
tion to such policies than during his first administration. The
Republican Party platform advocates for “fair trade” over free

trade, and Trump has put extensive focus on combating the
trade deficit with the EU.

More potentially protectionist winds are also blowing from the
other side of the Atlantic. The next European Commission is
likely to continue promoting trade but with a stronger focus on
economic security and sovereignty. In her political guidelines
for the next term, von der Leyen emphasized “reciprocity and
a level playing field” as well as “diversified and resilient sup-
ply chains.” She called for more “Clean Trade and Investment
Partnerships” rather than traditional free trade agreements.
Much of the EU debate over the next five years is expected
to be dominated by how to boost economic competitiveness
and industrial policy, strengthen the internal market, and take a
more business-friendly approach to regulations.

One of the most immediate issues incoming US and EU offi-
cials will face is addressing the suspended Section 232 steel
and aluminum tariffs. In the agreement reached in late 2023,
the EU set its deadline to impose retaliatory tariffs in March
2025. Unless a new agreement can be found, a further tem-
porary suspension will be necessary to avoid a return to tit-for-
tat tariffs. A Trump administration would likely seek to reinstall
the 232 tariffs that his administration originally imposed, but a
Democratic administration may not be any more inclined to lift
the tariffs for fear of alienating crucial labor unions.

Moreover, in the event of a Trump presidency, there is a real
risk of a transatlantic tariff war stretching far beyond just steel
and aluminum. Trump’s pledge to impose 10 percent tariffs—
or even up to 20 percent—against all imports would hurt the
EU; for instance, Germany is estimated to lose 1.4 percent of
its GDP by 2028, amounting to over €120 billion over the four-
year period. Trump’s continued criticism of the EU and focus on
the persistent US bilateral trade deficit with the bloc means he
might impose additional tariffs against EU products. Brussels
could respond in kind. Such a scenario would be deeply det-
rimental not only to US-EU trade but also to transatlantic rela-
tions more broadly, leading to a loss of trust that might easily
spill over into other policy areas as well. Conversely, while a
Democratic administration would likely seek to avoid imposing
new tariffs on the EU, it will remain reluctant to discuss greater
trade openness and market access.

Sanctions policy represents another trade-related area that
requires ongoing attention. During the Biden administration,
there has been an unprecedented strong coordination
between Washington and Brussels on sanctions and export
controls in response to Russia’s full-scale invasion of Ukraine.
By comparison, sanctions were often a point of tension under
the Trump administration, such as the Nord Stream 2 pipeline or
continued business with Iran. Should Trump return to office
in 2025, the United States’ use of extraterritorial sanctions
could become more expansive, possibly causing transatlantic
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tensions. The EU has developed its anti-coercion instrument in
recent years and may not hesitate to use it should it determine
it is in its interest to defend itself against US extraterritorial
sanctions going too far in targeting European entities.

Finally, as both the United States and the EU continue to focus
on China’s unfair economic model, they will need to coordinate
and align their respective approaches. In particular, China’s in-
dustrial overcapacity warrants a strong trade response, as al-
ready seen from both Washington and Brussels on imposing
tariffs against Chinese EVs.

POLICY RECOMMENDATIONS

® Scale the TTC. The TTC should be preserved but adjusted
to become more effective. A TTC 2.0 should include a more
streamlined working group structure focusing on promising
or strategically important areas, such as economic security,
Al and other emerging technology standard setting, or green
industrial policy. Moving to an annual TTC ministerial meet-
ing supplemented by occasional informal check-ins could
afford working groups more time to address technical issues
and prepare substantial policy deliverables and noteworthy
announcements, thereby sustaining stakeholders’ interest.
Finally, a small TTC secretariat could provide a focal point for
external stakeholders to handle stakeholder input in a more
structured way and better facilitate the sharing of data and
information between stakeholders and officials.

® Find small wins on sectoral trade and tariff reductions.
Tariffs remain an irritant for US-EU trade. Regardless of a
friendly US administration or not in 2025, it is nearly implau-
sible any US administration would unilaterally remove the
tariffs given domestic politics. Even so, finding a compro-
mise on steel and aluminum tariffs would also help address
US concerns about the EU’s Carbon Border Adjustment
Mechanism, which will begin to apply in 2026 fully. Beyond
avoiding a confrontation over tariffs, the United States and
the EU should seek to eke out smaller sectoral trade agree-

ments on things like clean energy and critical minerals as
part of a transatlantic clean energy alliance.

Coordinate trade policy on China. China will remain a prior-
ity for both sides of the Atlantic. Policymakers made serious
progress on aligning their respective approaches to regula-
tions and standard setting for new and emerging technol-
ogies in the past few years with China in mind. That focus
should continue. Key examples include work in the TTC on a
common approach to Al risk management and 6G wireless
infrastructure and in the WTO on e-commerce and digital
trade. Policymakers should also ensure coordination on de-
fensive economic actions in case Beijing tries to use its eco-
nomic influence to coerce either Washington or European
capitals. Additionally, they should continue to align their re-
spective approaches to tariffs against China, extending be-
yond the scope of EVs.

Avoid a subsidy race to the bottom. As both the United
States and the EU continue to develop their industrial
policies, there is a pressing need to better align their ap-
proaches as part of a joint transatlantic economic compet-
itiveness agenda. This could include identifying sectors
such as Al and green energy where their industrial policies
do not create a zero-sum competition, building secure sup-
ply chains, and coordinating on government investments to
avoid a “subsidy race” in critical sectors as part of a WTO-
compliant “club.”

Erik Brattberg is a nonresident
senior fellow at the Atlantic Council’s
Europe Center. He is also senior vice
president in the Europe practice of
the Albright Stonebridge Group, part
of DGA Group.

24

ATLANTIC COUNCIL


https://www.bertelsmann-stiftung.de/en/publications/publication/did/adaptation-or-atrophy-the-us-eu-trade-and-technology-council-post-2024-en
https://www.e3g.org/wp-content/uploads/US-perspectives-on-carbon-border-adjustment-mechanisms-E3G-briefing.pdf

CLOSING THE TRADE GAP BETWEEN MARS AND VENUS ON TRADE
L. Daniel Mullaney

THE BOTTOM LINE

In early 2025, a new US administration and European
Commission will be in place. It will then be more critical than
ever that the United States and the European Union (EU) co-
ordinate their approaches to international trade across a wide
range of issues. A significant impediment to this coordination is
the persistent temptation—by a range of players in transatlantic
circles—to articulate and emphasize supposedly fundamental
differences between Washington and Brussels in a way that
highlights the virtues of one and denigrates the other. As satis-
fying as that classic conflict narrative is, it has real-world nega-

tive consequences for both parties and should be reassessed
by all players in favor of the reality that what unites the United
States and the EU dwarfs their differences.

STATE OF PLAY AND THE STRATEGIC
IMPERATIVE

Leading into 2025, cascading joint challenges of supply chain
vulnerabilities, climate change, deindustrialization, compet-
itiveness, geopolitical crises, and damaging third-country
non-market economy policies and practices—coupled with

Photo: A worker attaches a steel and aluminum door at GM's Chevrolet Silverado and GMC Sierra pickup truck plant in Fort Wayne,
Indiana, July 25, 2018. Source: GM-SILVERADO/ REUTERS/John Gress.
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an international rules system designed for another era—will
increasingly drive both sides to use unilateral measures to
protect and achieve legitimate policy goals. The US tar-
iffs on steel and aluminum and the Inflation Reduction Act
are two such examples; the EU Carbon Border Adjustment
Mechanism (CBAM) and Deforestation Regulation are two
others. Other measures risking transatlantic friction include
the EU’s Corporate Sustainability Reporting Directive, the
long-standing Boeing-Airbus subsidies dispute, previous ten-
sions over the EU digital services tax, a failure to reach a crit-
ical minerals agreement, and US companies’ compliance with
the EU’s Digital Markets Act.

The current trend is not abating. Unless the United States and
the EU cooperate on those unilateral measures, there is a high
risk that they will result in significant bilateral trade clashes. At a
minimum, this will undermine achieving generally shared goals;
at worst, it could result in spiraling bilateral trade retaliation.

A significant barrier to transatlantic trade cooperation is the
persistent underlying narrative—among policymakers, think
tankers, and others—that the United States and the EU ap-
proach the world from fundamentally different perspectives.
In the memorable words of a distinguished commentator
twenty years ago, the United States is from Mars, and the EU
is from Venus. This can be an attractive narrative, as it allows
each to claim virtues that the other supposedly lacks. It allows
Washington to take pride that it is tougher and more clear eyed
than a feckless EU; it allows Brussels to claim that it is more
law-abiding and multilateral than the “Wild West” United States.

But this narrative is a choice, not a fact. And the strong in-
clination to triumphantly celebrate supposed fundamental
differences has negative real-world impacts. This narrative
finds its way into public statements, is sometimes amplified
by a press happy to report on big-picture fights, and can end
up deeply embedded in the public consciousness, determin-
ing whether or not there is public support for US-EU cooper-
ation. And this narrative of fundamental differences between
the United States and the EU—each side claiming the higher
virtue—undermines US-EU cooperation.

Further, US-EU cooperation is a necessary but insufficient
condition for making progress on these global challenges.
In a context in which cooperation with other trading partners
is essential, setting up a sharp divide between the United
States and the EU encourages those trading partners to take
sides and discourages their cooperation with the EU and the
United States.

Recent among many examples are the discussions over the
Global Arrangementon Steeland Aluminum. Torecall,the United
States imposed tariffs on steel and aluminum from around the

world because of damaging subsidized and non-market excess
capacity in China, and the EU retaliated with its own tariffs on
US products. Both sides brought dispute settlement disputes to
the World Trade Organization (WTO). The United States and the
EU de-escalated the situation by agreeing to a temporary two-
year settlement in October 2021, under which historical levels
of EU steel and aluminum could enter the United States duty
free, and the EU suspended its retaliatory tariffs. By the end
of October 2023, the EU and the United States were to have
reached a permanent arrangement to free up bilateral trade
in steel and aluminum and eliminate retaliatory tariffs. It didn’t
happen, amid somewhat angry recriminations, but at the last
nail-biting minute, Washington and Brussels agreed to extend
the truce for another fifteen months to give breathing room to
negotiate a deal.

The inability to reach a final arrangement on such a tight time-
frame was not surprising. Its goal is as ambitious and unprec-
edented as it is critical: climate change is an existential crisis,
and non-market based products threaten key industries and
their ability to produce sustainable products. Washington and
Brussels urgently need to address these issues, and this novel
arrangement is a way to tackle both simultaneously: it would
incentivize bilateral trade in environmentally sustainable and
market-based products and disincentivize trade that is not.
US National Security Advisor Jake Sullivan declared the ar-
rangement “could be the first major trade deal to tackle both
emissions intensity and over-capacity.” Negotiating such an
agreement is not only novel, but it is challenging in an interna-
tional rules system that prohibits discrimination against “like”
products and that was negotiated when non-market state ac-
tors were not much of a factor.

That this was a groundbreaking negotiation addressing critical
new joint challenges could and should have been the explana-
tion for the inability to reach a permanent arrangement. That
narrative would have supported the parties’ continued work to
reach a final arrangement.

Instead, the public explanation from Brussels for the failure was
that the United States was insisting on WTO-illegal tariffs and an
illegal free pass on the EU’'s CBAM as part of the arrangement.
The EU’s trade chief, Valdis Dombrovskis, largely stuck to the
line ahead of negotiations, stating, “As the EU, we're committed
to multilateralism, to the rules-based global order. We would like
to avoid engaging in agreements which manifestly violate World
Trade Organization rules.” Later, he hit Washington for failing to
provide a clear path to end the tariffs, which Brussels deemed
illegal . The United States was less vocal publicly on the failure to
reach an agreement, but trade watchers understand the United
States’ implied position is that the EU is institutionally hidebound,
unwilling to reach beyond currently existing regulations that
have failed for decades to fix the problem.
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Each of these positions fit into the Mars-Venus narrative—and
left each side convinced that it was right. But when talks break
down with one party characterized as a rule breaker and the
other as being rigid and unimaginative, it does not create an
environment for further joint progress. How does the EU then
justify negotiating with a rule breaker or ultimately finding a
compromise along the lines of something it condemned? How
does the United States justify continued discussions with a
rigid institution that is unwilling or unable to be creative enough
to meet new challenges?

To be clear, the United States and the EU will have good faith
disagreements over their approaches to issues, even those
on which they agree. There is nothing wrong with confronting
and trying to resolve those disagreements. But the readiness
to attribute those disagreements to values-based fundamental
differences digs a virtually unbridgeable gulf.

LOOKING AHEAD

This dynamic has shaped (and thwarted) cooperative US-EU ef-
forts in numerous areas, including reforming WTO dispute set-
tlement, addressing distortions caused by non-market actions
of state enterprises, subsidies, excess capacity, coercion, and
a host of other issues. Unless there is a change, it will continue
to do so. And the number and significance of areas in which
US-EU cooperation will be critical will only increase as joint
global challenges mount.

RECOMMENDATIONS

There are ways to lay a better foundation for US-EU coopera-
tion going forward:

® Focus messaging on common values and interests. All
proponents of stronger transatlantic ties—think tanks, aca-
demics, business and nongovernmental organization (NGO)
stakeholders, and government officials alike—should em-
phasize publicly and privately the reality that what unites the
United States and the EU in the world trade order dwarfs
their disagreements. These proponents should avoid the
temptation to signal the virtues of one partner by deni-
grating the other and creating appealing, but largely false,
fundamental differences. Those narratives, setting up epic

conflicts between the forces of “good and evil,” are exciting
but have profound negative effects in the real world.

® Identify priority areas for coordination and work most
intensely and cooperatively on those aspects for which
there is maximum overlap of interest. US and EU govern-
ment officials should focus now, ahead of and in early 2025,
on specific priority issues that require the most intense co-
ordination. Issues represented by the Global Arrangement
on Steel and Aluminum—climate change, including CBAM
and similar measures—and non-market policies and prac-
tices should top the list. For each of those priority issues,
the parties should identify the areas of strongest overlap in
interest and work intensely on those areas. Where there are
significant differences in approach that cannot be entirely
bridged, those should be cabined off and addressed sep-
arately. The United States and the EU should also agree on
principles of cooperation that avoid casting aspersions on
the other party.

® Build buy-in from all stakeholders. Finally, the United States
and the EU’s joint work on identified priorities, and the mes-
saging that accompanies that work, should be strongly
informed by the broad US and EU stakeholder community—
including business, agriculture, labor, NGOs, think tanks,
and others. This would ensure that the priority areas of work
are, in fact, those that have a meaningful real-life impact, and
would crystallize a positive public narrative supporting that
work, both domestically and internationally.

To improve the cooperative dynamic in 2025, the United States
and the EU should focus less on whether one is from Mars and
the other from Venus, and more on the planet they share: Earth.

L. Daniel Mullaney is a nonresident
senior fellow with the Atlantic Council’s
Europe Center and GeoEconomics
Center. He served as assistant US
trade representative for Europe and
the Middle East in the Office of the
United States Trade Representative
from 2010 to 2023.
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TREATING THE GREEN TRANSITION LIKE THE GEOPOLITICAL
IMPERATIVEIT IS

Carol Schaeffer

THE BOTTOM LINE

The urgency of the green transition is not going away, and itis a
question of security as much as it is a question of health, trade,
economic and environmental stability. Climate change is driv-
ing a security crisis in the Arctic as melting ice caps open new
warship routes and shift geopolitical dynamics; it is fueling eco-
nomic instability as resources become scarce and weather pat-

terns disrupt industries; and it is intensifying border pressures as
displaced populations seek refuge from climate disasters. The
Biden administration and the European Commission made com-
mendable progress on some climate targets and with spending
programs to reach them. But more will be needed. Policymakers
should adopt a NATO-style approach to long-term decarboniza-
tion and work to boost the green economies of the United States
and the European Union (EU) together, not separately.

Photo: A drone view shows bifacial 540 W solar panels at a solar panels park by energy supplier Enel Green Power, next to evaporative
towers of the former Galileo Ferraris thermoelectric power plant, in Trino, Italy, March 5, 2024. Source: REUTERS/Claudia Greco.
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STATE OF PLAY

The blessing of addressing climate change is the simplicity of
the goal: reduce carbon emissions. The complexity lies in doing
so in a way that is coordinated, fair, mutually beneficial, and,
above all, maximally implemented to get as close to carbon
neutral as possible. Fears concerning energy reliability, stunted
economic growth, and global competitiveness are commonly
cited barriers to achieving this goal. But the beauty of inter-
national cooperation is that it lightens each of those potential
burdens. The problem, therefore, is also the solution.

Both the United States and the EU have put forward significant
financial plans to invest in green technology and create ave-
nues for the green transition of key industries. The US Inflation
Reduction Act (IRA) was created to stimulate the US energy
transition with an explicit focus on green businesses, and the
EU’s European Green Deal was created as a counterpoint to
boost European competitiveness in green markets. While the
IRA focuses on subsidies as incentives for companies to pur-
sue green transitions, and the European Green Deal focuses
on regulations rather than incentives, each plan is by design
insular. The IRA, for example, unleashed $369 billion in climate
spending over the next ten years, encompassing primarily
three categories of subsidies dedicated to electric vehicle (EV)
purchases, clean-tech investments, and carbon-neutral elec-
tricity production. Certain green tech sectors, such as hydro-
gen energy or battery production, could be transatlantic and
cooperative to create synergy and lower costs. Furthermore,
refocusing on European and US investments to build mutual
supply chains for electric vehicles or integrated power grids
would allow for easier sharing of renewable energy.

At the supranational level, the EU has also made signifi-
cant gains in setting climate targets. With programs like
NextGenerationEU, the Fit for 55 package, and the REPowerEU
Plan, which each set ambitious decarbonization goals, the out-
going European Commission showed clear political will to pri-
oritize a green agenda.

THE STRATEGIC IMPERATIVE

In the wake of the energy crisis sparked by Russia’s full-scale
invasion of Ukraine in 2022, making European economies en-
ergy self-reliant has become crucially intertwined with overall
long-term geopolitical security. This is applicable to not only
mitigating catastrophic climate events but also to reducing de-
pendency on strategic adversaries. More than four decades
ago, US President Ronald Reagan foresaw the strategic wea-
ponization of Europe’s, particularly Germany’s, reliance on
Russian natural gas and its potential implications for the na-
tional security of NATO allies. A climate coalition could begin
between the longstanding defense allies established by NATO
and then could hopefully expand to include other nations from

Latin America, Africa, and Asia. Such a movement would also
put positive pressure on countries that have expressed res-
ervations about supranational decarbonization goals, namely
reaching net-zero emissions in order to evade global climate
catastrophe.

LOOKING AHEAD

More work has to be done on both sides of the Atlantic. While
a milestone in US climate policy, the IRA alone will not meet cli-
mate targets. Early estimates indicate the United States needs
to spend $10 trillion by 2032 in order to get on track to reach
net-zero emissions by 2050.

Similarly, research by the Institut Rousseau suggests that the
EU will need to spend €1.5 trillion per year to meet its 2050
zero emissions target. Total EU gross domestic product (GDP)
in 2023 was roughly €17 trillion, which would make this an-
nual commitment figure as much as 8 percent of total GDP.
Consequently, funding remains a consistent deficit in reaching
decarbonization goals.

Beyond the EU level, most EU members do not invest enough
in low-carbon energy systems. For example, the EU’s Climate
Action Progress Report 2023 states: “Progress by Member
States towards the EU 2050 collective climate neutrality ob-
jective still appears insufficient. For some Member States,
progress in recent years is not consistent with the effort re-
quired in the coming decades to meet the long-term climate
targets,” failing to meet the supranational objectives laid out by
the aforementioned plans. In Germany, although greenhouse
gas emissions fell by 10 percent in 2023, experts still report
that the country will not meet its 2030 goal of reducing 65 per-
cent emissions by 2030. As a result, most EU members are not
on track to meet their carbon emission targets. Drawing on a
shared spending strategy enforced by a mutually accountable
coalition structure could help pressure individual members to
meet larger shared goals.

Allocating more resources toward meeting these obliga-
tions may prove more difficult with the shifting political winds
across the continent. Far-right political parties made significant
gains in European Parliament elections this year, and far- and
hard-right parties have grown domestically within several key
EU nations, such as the Netherlands, France, and Germany.
Many of these parties have spent recent years incorporating
climate policy criticism into their campaigns. Germany’s far-
right Alternative for Deutschland, for example, has called for
Germany’s complete withdrawal from all climate agreements,
reinforcing its long-standing climate denialism. The rise of the
National Rally in France ahead of the July snap elections high-
lighted concerns over the party’s anti-environment agenda.
While there are many divisions among the far right at the EU
level, far-right parties may easily unite against green initiatives
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and block key spending. And far-right parties are not the only
ones to highlight skepticism toward the possibility of a cli-
mate-spending baseline.

In addressing the urgent need for a cohesive and interna-
tional response to climate change, it is imperative to foster
investment strategies that prioritize collaboration with nations
demonstrating a commitment to cooperative engagement. A
case in point is Hungary’s ambitious initiative to position itself
as Europe’s leading producer of EV batteries. While this en-
deavor holds potential for significant economic growth, it raises
critical concerns regarding the alignment of Hungary’s political
stance with the broader goals of climate cooperation.

Hungary’s inclination to cultivate favorable relations with
Russia, coupled with a recurrent disregard for democratic
principles and a tendency toward isolationism, as well as
China’s sizable investment in Hungary’s EV market, poses
risks to the integrity of global efforts to confront climate
change. Budapest’s nationalist approach and its reluctance
to uphold cooperative relationships within the EU—and be-
yond—underscore the danger of consolidating control over
essential resources, such as EV battery production, in the
hands of an increasingly unilateralist government.

To safeguard the efficacy of climate change policies, it is essen-
tial to ensure that investment frameworks are designed to en-
gage with countries that demonstrate a steadfast commitment
to collaboration and shared democratic values. By prioritizing
partnerships with nations that embrace a cooperative mindset,
we can cultivate a more resilient and unified approach to ad-
dressing the global climate crisis.

POLICY RECOMMENDATIONS

An Atlantic Council policy memo last year outlined a proposal
for a NATO-style approach to targeting long-term decarboniza-
tion. This could still be the strongest proposal for a transatlantic
partnership dedicated to the shared goal of combating climate
change. If climate change can be understood as a global secu-
rity threat—a threat to economies, infrastructure, future growth,
and a world free of conflict over resources—then the best way
to tackle it is a NATO-style approach to climate change bud-
geting. If shared defense spending can be pooled with a target
of 2 percent of GDP from member nations, why can’t the same
model be applied to climate change?

EU member states and the United States should set nation-
al-level spending targets based on annual GDP to fairly contrib-
ute to achieving decarbonization goals established by the Paris
Agreement. This coalition-style approach would ensure mutual
accountability and create a forum for high-level negotiation to
produce predictable funding for decarbonization-related policy
in the ongoing effort to fight climate change.

A transatlantic cooperative shared-spending target based on
GDP would create a fair mutual incentive that allows each coun-
try to contribute according to its economic ability, rather than
distribute the responsibility piecemeal according to the domes-
ticagendas of each memberstate. Thisisintended as a strength-
ened version of Nationally Determined Contributions (NDC)
as outlined by the Paris Agreement, which in its current form
creates a dispersed and volatile approach vulnerable to short-
term political changes when the solution must be sustained, re-
liable, and predictable. NDCs would of course continue to exist,
but an alliance structure would strengthen those contributions,
and that 2 percent of GDP spending would be combined and
redistributed as needed based on climate goal needs.

The EU’s neighboring countries, who are currently not included
in the EU’s broader initiatives, would be able to join this spend-
ing coalition and could use their participation to accelerate EU
membership. Turkey and Ukraine, for example, could demon-
strate their commitment to EU plans and values and further
their accession processes by contributing to this partnership.

The mutual benefit of a GDP-based funding system

Using NATO as a model, it is important to remember that
the Alliance is a contract of mutual security. The benefit that
NATO members gain from participation is the promise of
mutual aid. Therefore, a decarbonization-focused spending
target must also promise common funds to aid in a series of
climate-related crises. Member participation would guarantee
that part of the spending would be allocated not only to fu-
ture-proofing infrastructure and green technology but would
also be able to be directed toward alleviating the costs borne
by climate-related crises.

This would provide an obvious benefit for countries such as the
Netherlands, which faces immediate threats from coastal flood-
ing and storms. But what about nations that have expressed
reservations about climate change policies as an expensive
and unnecessary burden?

Take Poland, for example. What benefit would Poland gain from
this partnership? It faces little of the immediate climate risks
that a country like the Netherlands might face when it comes to
rising sea levels, and it is traditionally heavily reliant on coal for
its economy and to keep the lights on, with coal yielding 63.7
percent of Poland’s energy generation mix in 2023.

Yet climate change is already impacting Poland. Changing
weather patterns increase the risk of wildfires, crop failures,
and water pollution. In just one example, the Oder River, which
marks Germany’s eastern border and Poland’s west, has experi-
enced several massive fish kills in the past two years, which ex-
perts have attributed to algae blooms caused by high levels of
salinity and other pollutants from coal-powered industrial run-
off and extended hot weather. A mutual spending target would
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allocate resources to alleviate these and other environmental
catastrophes as well as invest in solutions that protect against
such disasters in the future. Climate policy spending could also
be used to offset secondary climate-related expenses, such as
air pollution, which leads to millions being spent on treating
lung-related health concerns.

Countries applying for aid from this coalition to address dam-
ages from climate change may also need to commit to invest
some of the aid in green industrial alternatives and other agen-
das to reach broader decarbonization goals. This reinforces
the coalition’s mission to prevent future climate disasters by
addressing the root cause—carbon emissions—through proac-
tive investment.

Rather than focusing on initiatives to bolster US or EU
industry separately, refocus initiatives to lower costs
through cooperation.

The IRA and the European Green Deal both create joint in-
vestment in green technologies. Both approaches utilize sub-
sidies to boost progress in green tech and entice investment,
presumably each at the other’s expense. But the IRA and the
European Green Deal are not mutually exclusive. Rather, they
are complementary.

The United States and the EU could set a number of standards
and regulations for private businesses that operate on both
sides of the Atlantic, such as requirements for businesses to
disclose greenhouse gas emissions and set standards for busi-
nesses to adapt to more energy efficiency rather than offset-
ting carbon emissions. According to a report from the Center
for Active Stewardship, companies representing 71 percent of
the S&P 500 by market capitalization and 87 percent of the
index’s direct emissions have set voluntary net-zero goals. By
requiring emissions disclosure and setting energy efficiency
requirements, US-EU cooperation could standardize emissions
and avoid creating a competition imbalance.

Carol Schaeffer is a nonresident senior
fellow with the Atlantic Council’s
Europe Center and a policy fellow with
the Jain Family Institute, focusing on
decarbonization, the energy transition,
and European policy.
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GETTING TRANSATLANTIC COORDINATION RIGHT FOR UKRAINE
John E. Herbst

THE BOTTOM LINE

Transatlantic support for Ukraine has been laudable, but
much more is needed, particularly from Europe, given the
political uncertainty in the United States. Regardless of
the outcome of the US presidential election in November,
policymakers must continue to supply assistance to Ukraine
and eliminate restrictions placed on the use of the weapons
provided. They should also make progress on the $50 billion
loan to Ukraine using Russia’s state assets and secure
Ukraine’s electricity grid against Russia’s onslaught against
civilian infrastructure.

STATE OF PLAY

The question of cooperation between the United States and
the European Union (EU) regarding Ukraine can be looked at
narrowly or broadly. A narrow approach focusing only on strict
US-EU interaction risks missing critical elements of developing
policy. So, a broad view that considers not just US-EU interac-
tion but also the activities of NATO, key EU nations, and the
Group of Seven (G7) is required.

In short, there has been closer coordination of US and EU/
European policy toward Ukraine and Moscow’s aggression in

Photo: A view of the EU Military Assistance Mission in support of Ukraine logo during a maintenance training on Leopard 1 A5 tanks, at
the German army Bundeswehr base in Klietz, Germany, February 23, 2024. Source: REUTERS/Liesa Johannssen.
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Ukraine over the past year. This has resulted from the recog-
nition in Washington and European capitals that they must co-
operate more closely to achieve success in Ukraine and from
the understanding in Europe that, with the rise of foreign pol-
icy populism in the United States, it might need to do more to
ensure that Russian President Vladimir Putin does not win in
Ukraine. These factors will likely extend in some fashion be-
yond the US presidential election. An additional complicating
factor that has become evident since August is a weakening
in German support for Ukraine reflected in the reluctance to
pay for additional military assistance and naive talk from the
Chancellery about the desirability of a renewed peace process.
This means other nations in Europe must do more to ensure the
necessary support for Ukraine.

These developments are most clear when looking at three key
issues: Western military and economic support for Ukraine, the
treatment of the $300 billion in frozen Russian state assets, and
the efforts to ensure Ukraine’s economic resilience in the face
of Russia’s infrastructure bombing campaign and to prepare for
the postwar reconstruction of Ukraine.

Economic aid to sustain Ukraine has been an area of serious
US-EU cooperation. Both parties have provided significant
economic aid to Ukraine since Russia’s full-scale invasion in
February of 2022. The United States has delivered $82.8 billion
with a further $25.7 billion to be allocated in economic aid, and
Europe—as defined by EU institutions and member states, the
United Kingdom, Norway, Iceland, and Switzerland—has delivered
$121.5 billion with an additional $84 billion to be allocated. When it
became clear early in 2023 that US economic aid to Ukraine was
becoming politically controversial, the EU recognized that it would
have to provide additional economic assistance.

This then repeated itself months later when a small group of
populist Republicans in the House of Representatives began
to block a $61 billion package of US military and economic aid
that was supposed to pass in the fall of 2023. The delay of US
military aid was particularly dangerous for Ukraine as Moscow
launched a new offensive in the fall. Individual European coun-
tries unilaterally upped their military assistance to Ukraine;
Czech President Petr Pavel announced at the February 2024
Munich Security Conference an initiative to buy on global mar-
kets ordnance needed by Ukraine, and Danish Prime Minister
Mette Frederiksen announced that Denmark would transfer its
entire stock of artillery to Ukraine. This urgent support helped
Ukraine’s military hold the line until Congress finally passed the
aid package in April.

THE STRATEGIC IMPERATIVE

A repeated situation in the United States is very much on the
minds of EU leaders as they look at the upcoming US elec-
tion. The Republicans in Congress who opposed the aid pack-

age—outspoken supporters of former US President Donald
Trump—said immediately upon passage that it would be the
last one. If Trump returns to the White House and agrees with
these Republicans, US military aid will cease. Europeans are
mindful of this possibility and will be prepared to step up if it
comes to pass. But this is by no means the only—or even the
likely—outcome of a Trump win in November. The former pres-
ident gave House Speaker Mike Johnson the green light to put
the aid package to a vote last spring, and he said at the time
that Ukraine’s survival is important to the United States. If a
Trump administration chose not to provide aid to Ukraine, the
question immediately arises as to whether it would sell Ukraine
weapons. There is no reason, in principle, for a Trump White
House to reject this, and we could well face the interesting sit-
uation in which Trump would not only sell Ukraine weapons but
also choose not to follow the misbegotten Biden practice of
putting restrictions on their use.

There is one more security issue broader than Russia’s war on
Ukraine that could impact US-EU relations if Trump returns to
the White House, and that is the role of the United States in
NATO. In office, Trump routinely slammed allies who were not
spending 2 percent of their GDP on defense, and he also called
into question the utility of the Alliance. However, his national
security team understood that a strong NATO was critical for
US security and global leadership, and they worked hard to
ensure that US support for and leadership of NATO remained
strong. If a second Trump administration chose to reduce the
United States’ role in NATO, the EU would likely take greater
steps to develop its own defense capabilities. That would be a
natural development necessary for Europe’s defense against
an aggressive Kremlin, but a blow to US leadership that would
extend beyond Europe.

While it remains uncertain what policies Vice President Kamala
Harris would choose, the expectation is that she would con-
tinue to provide significant aid to Ukraine and work closely
with the EU and US allies in NATO. One important question is
whether, like President Joe Biden, she would be intimidated by
Putin’s nuclear bluff.

Regarding Russia’s frozen state assets, the main venue is the G7,
which includes three major EU nations—France, Germany, and
Italy—and the EU itself. With some help from Canada and the
United Kingdom, the Biden team did a superb job persuading
the group to agree to provide Ukraine with a $50 billion loan
based on the value of those frozen assets. The question now
is whether the United States will work toward providing all or
the vast majority of the $300 billion in frozen assets to Ukraine
as advocated by Philip D. Zelikow, Robert B. Zoellick, and
Lawrence H. Summers. Here, too, there is no certainty about
what a Harris administration would do, but there is likely to be
some overlap in the Treasury Department and other economic
officials in the Biden and Harris teams.
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With Trump there are even more questions. At one point,
now-Republican vice-presidential nominee JD Vance criticized
the efforts to use the frozen Russian state assets to reimburse
Ukraine for the nearly $500 billion needed for reconstruction
and recovery as a result of Moscow’s aggression, according to
a World Bank estimate, but there is no apparent reason or prin-
ciple for Trump supporters to oppose this use of the funds.

Another critical area of US-EU cooperation relates to main-
taining Ukraine’s energy and economic resilience in the face
of Moscow’s massive bombing campaign against civilian in-
frastructure and to prepare for the country’s postwar recon-
struction. Here, the work together has been first rate, and the
results impressive.

That work, aided by the United States, Japan, and other coun-
tries, ensured that Ukraine’s energy grid could power essential
services during the winter of 2022-23. Given Moscow’s more
intensive bombing campaign over the past several months,
Ukraine is likely to face a greater energy supply deficit this
coming winter. The EU and the United States are working ac-
tively right now, again with others, to avert disaster. This will
continue under a Harris administration. There is less certainty
about this if Trump wins.

The same can be said about US-EU work on Ukraine’s post-
war reconstruction. The EU and the United States have worked
in a collegial fashion on reconstruction and, importantly,
Washington recognizes that the EU accession process gives
Brussels the lead on the critical issue of reform in Ukraine.
However, the overall international reconstruction effort is fo-
cused more than necessary on abstract planning for the post-
war period and not enough on the critical steps the international
community should take now to bolster Ukraine’s economic and
social resilience while promoting reform. In office, a President
Harris would continue the major US role in reconstruction, al-
though if Republicans control either the House or the Senate,
the amount of US aid for reconstruction could be at risk. What
a President Trump would do on this question is not certain. But
if he chose to step back, the EU’s role would only grow larger.

POLICY RECOMMENDATIONS

No matter the outcome of the US presidential election, it is
in the interest of the EU to seek maximum cooperation and
coordination with the United States in providing Ukraine with
the means to defeat Moscow’s aggression. Needed policy
changes include:

® Increase military and economic aid to Ukraine, regardless
of what happens in Washington. The countries of Europe
must continue to provide the substantial military and fi-
nancial aid Ukraine needs and must fight the tendency,
currently evident in Germany, to withhold new assistance.
Indeed, if, as a result of the presidential election, the United
States decides to sharply reduce its aid to Ukraine, the EU
and individual European countries must be ready to pro-
vide additional aid.

® Lift foolhardy restrictions on Ukraine’s use of weapons.
European countries in NATO should remove all restrictions
on Ukraine’s use of their weapons and encourage the United
States to do the same.

® Deliver frozen Russian assets to Ukraine. The EU and rele-
vant European states should move energetically, in coordi-
nation with the United States, Canada, and Japan, to provide
Ukraine with the $50 billion loan based on the frozen Russian
state assets. They must also find an expeditious way to pro-
vide the principal of those assets to Ukraine.

® Secure Ukraine’s electric grids. The EU has recently an-
nounced substantial financing for this goal. The United
States and the EU must repeat their successful coopera-
tion from the winter of 2022-23 to enhance efforts to help
Ukraine provide enough electricity through the coming
winter. The EU must enhance efforts with the United States
to help Ukraine provide enough electricity through the
coming winter.

® Bury Nord Stream 2. Germany must give up the pipedream

of reviving the Nord Stream 2 pipeline to Russia and the
Biden administration should cease efforts to block congres-
sional removal of sanctions on the pipeline.

John E. Herbst is the senior director
of the Atlantic Council’s Eurasia
Center. He served as the United
States’ ambassador to Ukraine from
2003 to 2006.
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BRIDGING US-EU INTERESTS AND ACTION FOR THE

INDO-PACIFIC AND CHINA
Leonie Allard

THE BOTTOM LINE

Europe and the United States need greater clarity in defining
their common interests and policies on China. The next US
administration can build on the current transatlantic agenda
and benefit from some impetus in the European Commission
to better frame the US-EU agenda on China and with Indo-
Pacific countries.

STATE OF PLAY

The past five years have seriously altered thinking toward
China in Europe. For the European Union (EU), it has resulted
in policy changes in an increasing number of fields beyond the
traditional areas of trade and the regulation of the single mar-
ket. Instead, Europe is starting to think more in terms of geopol-
itics, geoeconomics, sovereignty, and security, translating this
into a growing appetite for action and credibility.

Photo: Flags of the European Union and China are pictured during the China-EU summit at the Great Hall of the People in Beijing, China,

July 12, 2016. Source: REUTERS/Jason Lee.
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Developments inside the EU specifically paint a picture of in-
stitution-wide change. The bloc’s 2019 EU-China strategic
outlook labels China as a three-part partner, competitor, and
rival, which formed the basis of the bloc’s position toward
Beijing. However, as early as 2021, the European Parliament,
among others, was calling for a more assertive update. While
the triptych remains valid with respect to carving out space for
dialogue and cooperation but also China’s undermining of the
international rule of law, aggressive diplomacy, and asymme-
tries in the relationship, the outlook fails to account for the evo-
lution in the bloc’s thinking toward China because of China’s
behavior in relation to the COVID-19 pandemic and its weapon-
ization of interdependencies.

The March 2023 framework put forward by European
Commission President Ursula von der Leyen to “de-risk” the
relationship with China represents an effort to remedy that
imbalance by providing the bloc an array of defensive tools
it needs to protect its economic interests while it continues
trading with China. This shift has played out with the grad-
ual launch of probes into unfair subsidies in several energy
and transportation sectors, as well as with the imposition of
provisional tariffs on imports of certain Chinese electric vehi-
cles (EVs) over the summer. The commission even drew up the
legal basis to launch the probe that led to the EV tariffs for the
first time in 2023. However, the de-risking effort is still a work in
progress with internal divergences remaining on finalizing the
framework, including disagreements over the remit of the com-
mission’s actions. This is exemplified by Germany’s last-ditch
effort to lower the EU’s EV tariffs and the broad debate across
the bloc about whether to align with US policy on China.

The measures taken by the EU and member states also depend
on China’s deepening partnership with Russia. US-EU align-
ment on their strategy towards Russia will be crucial as well.
NATO allies have labeled China a “decisive enabler” of Russia’s
war in Ukraine. Von der Leyen warned Chinese officials of the
detrimental effects of the partnership with Russia during the
2023 EU-China Summit, and the EU has been more explicitly
targeting China with its sanctions regime. In June 2024, the
EU sanctioned another nineteen Chinese entities, including fi-
nancial services firms, for their support to Russia.

Meanwhile, China has tried to evade new rules, push back
against de-risking, and repair relations on the continent.
Attempts to restore relations with the EU and its members to
pre-COVID levels have so far not yielded success, except in
Hungary. However, China continues to try to generate lever-
age. Despite little success in 2024 in France, Xi more recently
was able to convince Spain to reverse its initial position sup-
porting the EV tariffs. But other attempts by China to make in-
roads with individual states and impose contending narratives
have been set back, most evident by the departure of the three

Baltic states from the “17+1” format and ltaly’s departure from
the Belt and Road Initiative. Further, members across the bloc
have gradually reduced Chinese leverage, even if the de-
gree of de-risking varies. It was reported that the Czech cen-
tral bank liquidated its renminbi bond holdings, and Romania
canceled a contract with China to build one of its nuclear reac-
tors. But Europe is a single market, and Germany’s vulnerabili-
ties are also Lithuania’s, as exemplified by the use of secondary
sanctions by China over the opening of a “Taiwan” rather than
“Taipei” office in Vilnius in 2021.

Finally, the EU has recognized that stability in the Indo-Pacific
is vital to Europe’s interests. It drafted its first strategy toward
the Indo-Pacific in 2021, further endorsed in the 2022 Strategic
Compass. The EU’s interest in the Indo-Pacific is not just tied
to trade. Rather, it recognizes concerns about great-power
competition as well as security. “The display of force and in-
creasing tensions in regional hotspots such as in the South
and East China Sea and the Taiwan Strait may have a direct
impact on European security and prosperity,” it acknowledges.
Von der Leyen has also shown greater willingness to call out
more explicitly China’s unilateral changing of the status quo
in and around the Taiwan Strait. Rhetoric is matched with ac-
tion. The new security and defense partnerships aim to ele-
vate the EU’s security cooperation in the region, including with
Japan and South Korea. France was a precursor before the EU,
and Germany, the Netherlands, the Czech Republic, Lithuania,
and Sweden have since published their own national strategies
on the Indo-Pacific or China.

This shift in Europe has all unfolded while Washington has
taken similar actions toward China, including the Biden ad-
ministration’s tariffs against Chinese EVs, the recent proposed
ban of Chinese-developed software from internet-connected
cars, and work to secure high-tech supply chains. The White
House even endorsed von der Leyen’s “de-risking” framework.
And Washington has been eager to partner with the EU on is-
sues relating to China, primarily through the US-EU Trade and
Technology Council. Should this endorsement fail to last in the
next administration, negative effects on partners and allies
would make a collaborative demarche more difficult.

However, the US approach is still primarily one of national se-
curity, while in Europe, institutional designs and divides be-
tween Brussels and member states can create separations
between national security and economic affairs. Yet, the EU
has a role to play. The bloc can leverage funding, know-how,
and capabilities and has tools to impose political, economic,
and reputational costs to respond to malign actors impacting
its interests, including by preventing the flow of dual-use or
defense technologies. A clear transatlantic agenda has yet to
appear in finding ways to bridge both approaches—even if co-
ordination exists.
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THE STRATEGIC IMPERATIVE

Europe and the United States need each other for a functional
policy on China. The US focus on China relies on Europe adopt-
ing aligned de-risking policies. From the perspective of the cur-
rent US administration, China still has it both ways in terms of
enhancing its partnership with Russia while managing to keep
accessing EU economies and technologies, as expressed by
US National Security Advisor Jake Sullivan on the margins of
the NATO Summit in Washington in July.

Europe cannot act on the premise that it can entirely carve
out space to function outside of US-China competition. The
EU’s room for maneuvering is highly dependent on the United
States’ tariff policies, extraterritorial sanctions, or entity-based
export controls, for example. Further, Washington’s actions will
greatly affect Europe, as shown by the Inflation Reduction Act’s
impact on European industries’ competitiveness.

At the same time, it is in the EU’s interest to keep seeking a
“differentiated, targeted approach,” in von der Leyen’s terms.
Europe should not sit idly inside the high-fenced yard, to use
the metaphor employed by Sullivan to outline the US economic
approach. Europe can use issues related to China as leverage
with the United States to ensure that policies are framed from
the outset within the framework of transatlantic cooperation,
rather than as an afterthought.

There are many aspects beyond competitiveness and trade
where transatlantic cooperation could make a positive dif-
ference. Chinese leadership has showcased its ability to
act against European critical infrastructure, as exemplified
by a Chinese commercial vessel’s suspected rupture of the
Balticconnector cable. Critical infrastructure, where some al-
lies have discussed taking action to reclaim some Chinese-
owned infrastructure projects in Europe should a wider
conflict with Russia break out, is a domain that would directly
concern the EU and NATO. China has also shown that it can
create dilemmas around Europe’s borders and in its neighbor-
hood by undermining policies oriented toward the rule of law
and democracy. China’s growing footprint in the High North,
the Mediterranean, and its partnership with Serbia, as well as
its instrumentalization of the Balkan countries to bypass EU
restrictions, are well documented.

There is also no space for neutrality in acknowledging that
Europe needs to account for China and Russia’s joint goal of
contesting democracies from the outside and weakening them
from the inside. Europe’s societies, as much as the United
States, will continue to be targets themselves of China and
other competitors. Europe’s democracies are fragile and un-
der strain from populism and foreign interference. They can-
not be taken for granted. Transatlantic relations should serve
to strengthen our societies. In a July 2024 speech, von der

Leyen called for a “European Democracy Shield,” referring to
a renewed prevalence of “cases of spying, cyber-attacks, cor-
ruption and disinformation by foreign actors, in particular the
Russians and Chinese.”

LOOKING AHEAD

Europe and the United States need to be more united on China,
and efforts are underway to institutionalize frameworks. This is
possible if the United States approaches Europe as a partner
through the EU, in addition to NATO. As US Deputy Secretary
of State Kurt Campbell aims to “institutionalize” the links be-
tween the Euro-Atlantic and Indo-Pacific regions, building EU-
NATO and US-EU consultation frameworks on China will be
key. Some frameworks for EU-US consultations on China are
already in place.

Given von der Leyen’s role as a driving force behind Europe’s
tougher turn on China and also greater engagement with the
United States during her first mandate, her renewed term is
good news for Washington and specifically puts transatlantic
coordination on China in a relatively good position. Von der
Leyen will be joined by Kaja Kallas, the former prime minister
of Estonia, who is known for her tough stance on Russia and
China, as the EU’s top diplomat.

The difficulties of the coming years are also of a more political
nature. Transatlantic unity could be challenged by an evolu-
tion of US policy toward Russia that could leave Ukraine and
Europe weakened. European unity is made particularly fragile
by the Hungarian initiative toward Russia and China, and the
current German government’s support of the bloc’s approach
to mitigate Chinese economic imbalances remains ambivalent.
Most importantly, the outcome of the US presidential election
in November will be the defining development for any future
transatlantic policy on China.

POLICY RECOMMENDATIONS

® Expand coordination on China as Europe expands its
China policies starting with the most aligned sectors. As
Europe’s de-risking framework is crafted, transatlantic coor-
dination will be necessary in an increasing number of do-
mains. These include critical infrastructure, hybrid threats,
and defense supply chains, but also quantum computing,
biotechnology, and artificial intelligence, where the United
States is looking to develop mini-lateral groupings. Europe
needs a predictable and reliable Washington on domains
and segments where the Europeans can have a differentiat-
ing effect given competing systems and leverage.

® Continue to pursue innovative defensive economic tools.
Tariffs themselves may not be enough. An increasing num-
ber of observers point to the need for a more systemic and
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offensive response by pushing new regulations on cyber,
labor, science and technology, or sustainability, and even
more drastic policies of industrial cocooning. Taking into
consideration the risk malign actors pose is made difficult
by the absence of an investigative or economic intelligence
unit, and Washington should support a push for such mea-
sures and information sharing with it.

Counter Chinese influence and interference together
with Russia’s. As Europe must account for the increased
sophistication of Chinese influence operations, especially
through the United Front, its ability to coordinate transatlan-
tic de-risking policies will depend on the implementation of
tools to enhance resilience.

Push de-risking to new heights with third-party
partnerships. Washington and Brussels could continue to
leverage existing free trade agreements and investment and
trade partnerships with third countries to further the designs
of their respective de-risking strategies against China.
Friendshoring and leveraging manufacturing capabilities with
emerging economies will be especially important, especially
when it comes to dual-use technologies such as submarine
cables. The next European Commission should push a greater
geopolitical framing around its Global Gateway to support
global infrastructure projects in key countries and coordinate
with the US effort at the Group of Seven.

Invest in Europe’s neighborhood to compete. China’s
ability to create dilemmas in Europe’s neighborhood, in
coordination with Russia, has direct consequences for

Europe—and will impact the United States. NATO and EU
neighborhood policies in the High North, Mediterranean,
Balkans, and Central Asia should also account for growing
Chinese influence.

Engage in a discussion over crisis scenarios in the Indo-
Pacific. In case of a gray-zone conflict or escalation in Asia,
European states need to agree on measures to take and en-
gage in discussion with the United States to avoid a trans-
atlantic crisis. Coordination with the United States—and
among European states—on the impact of a Taiwan Strait
crisis should happen at the working level and pull in all
strands of policymaking.

Coordinate outreach to partners in the Indo-Pacific. In
the Indo-Pacific, the EU is redefining its bilateral relations
with partners through new negotiated security and defense
partnerships with Japan, India, Australia, South Korea, and
other states. It is also doing so within the multilateral EU-
Indo-Pacific Ministerial Forum. Washington is doing much of
the same.

Léonie Allard is a visiting fellow at
the Atlantic Council’s Europe Center.
She previously served at the French
Ministry of Armed Forces.
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REALIZING A BOLDER TRANSATLANTIC AGENDA FOR
COOPERATION WITH AFRICA

Rama Yade

THE BOTTOM LINE

In recent years, weak transatlantic cooperation between
Europe and the United States has led to a spectacular setback
of Western influence in Africa, benefiting not only China and
Russia but also middle powers. Innovative recent initiatives
could nevertheless be a beginning in the revitalization of co-
operation between the United States and the European Union

(EVU) in Africa. The success of this cooperation, however, de-
pends on a better understanding of African needs and a greater
inclusion of Africans in global governance.

STATE OF PLAY

Despite what the United States and the EU do in Africa, their
cooperation on policy toward the continent is rather limited.

Photo: Workers plant flowers under the newly constructed Nairobi expressway in Nairobi, Kenya, February 8, 2022.

Source: REUTERS/Baz Ratner TPX IMAGES OF THE DAY.
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The United States and the EU each have individual priorities
in Africa, including in their recent infrastructure development
pushes, both bilaterally and at the multilateral level. For ex-
ample, the Group of Seven’s (G7’s) Partnership for Global
Infrastructure and Investment, launched in 2022, seeks to mo-
bilize $600 billion into sustainable infrastructure investment in
the Global South by 2027.

Yet, the last time the EU and the United States specifically men-
tioned their cooperation in Africa, it was a relatively short,
four-sentence section in the “US-EU Summit Joint Statement”
in October 2023: “The United States and the European Union
share a common interest in a thriving, peaceful, democratic,
and resilient Africa, and welcome the accession of the African
Union as a permanent member of the G20. We will work to-
gether to continue to enhance synergies in our cooperation
with all our African partners. We are committed to promoting
the security, stability and prosperity of North Africa. We reaf-
firm our commitment to tackle common security challenges in
the Sahel, including the fight against terrorism, in cooperation
with ECOWAS.”

Other than the mention of the Group of Twenty permanent seat
achieved a month earlier, this statement could have been re-
leased twenty or thirty years ago. It does not capture the African
momentum reflected in the youth boom—one in four people on
Earth will be African in twenty-five years—the digital and artifi-
cial intelligence revolution, the emerging markets, the climate
and energy stakes, the business environment, and the strong
African appetite for greater independence.

THE STRATEGIC IMPERATIVE

From the Western perspective, the lack of cooperation with the
African continent risks missing the major challenge: how to join
US-EU forces to compete more efficiently with global powers
such as China and Russia, as well as the growing role of middle
powers such as those in the Middle East, Brazil, and India. The
former seek to challenge the West’s dominance on the global
stage and the rules they champion, while the latter look to grow
their own wealth and diplomatic influence in an increasingly
multilateral world.

Africa is a strategic element of these powers’ growing influ-
ence. The largest trading partners of Africa, after the European
Union, are China, India, the United States, and the United Arab
Emirates, in that order. At the same time, the BRICS—a group
thatincludes founding members Brazil, Russia, India, China, and
South Africa—is expanding. In 2024, the bloc welcomed six new
countries as members, including Egypt and Ethiopia. The group
now represents a third of the world’s wealth, as measured by
purchasing power parity, and 46 percent of the world’s popu-
lation. The widening of the group’s membership and depth of

cooperation matters. Their major ambitions include building an
alternative multilateralism, starting with granting 30 percent of
their new development bank’s loans in local currency, rather
than in US dollars or euros, and without conditions. With more
affordable loans and no conditions such as democratic im-
provement, these grants may be attractive for African regimes
that prefer not to provide explanations about their governance.

Africa matters for Washington and Brussels on security as well.
Russia is the largest provider of weapons in Africa. Moscow
uses its influence on the continent as a key resource for its war
in Ukraine in both the use of natural resources for its war effort
and its propaganda campaign justifying its full-scale invasion.
Beijing, too, leverages its relationships on the continent to its
advantage. This strategy has been fruitful. Moscow and Beijing
have been able to leverage African nations’ 30 percent share
of votes in the United Nations to undermine Ukraine’s—and the
United States and the EU’s—efforts to rally a global coalition
against Russia. Most African countries refused to support sanc-
tions against Russia, and only one African country, Eswatini,
currently recognizes Taiwan.

The stakes are high for the West, both geopolitically and eco-
nomically. As the West tries to reduce its dependence on China,
Africa, which holds 30 percent of the world’s critical mineral re-
serves, is crucial. In a market where the demand for minerals
essential to electric vehicles and defense technology—such as
lithium, cobalt, and copper—could increase almost fourfold by
2030, good relations with Africa will be critical for the EU and
the United States’ de-risking efforts.

POLICY RECOMMENDATIONS

In the next four years, the EU and the United States will have to
assert their respective Africa policies on a much larger scale to
address these major shifts and embrace new opportunities on
the continent. Substantial conditions are required:

® More coordination: Instead of being launched separately,
many projects offer an opportunity for the United States and
the EU—and its members—to join forces. The Partnership for
Atlantic Cooperation announced in September 2023, with
its thirty-nine member countries, could include the leading
European Atlantic power, France. As for the EU’s Global
Gateway, this investment project in fiber, green energy,
health, energy, and transport, launched in 2021, should
be better coordinated with the United States’ own effort
launched in the same year as part of the G7’s PGII, which
was launched in 2022. Given the growing importance of
youth, the Africa-Europe Youth Academy mirrors similar ini-
tiatives by the US government such as the Young African
Leaders Initiative and Mandela Washington Fellowship and
could be merged or at least coordinated.
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More consistency: Competition with China in the market for
critical minerals must not come at the expense of Africa’s de-
velopment needs. The prioritization of value and job creation
in Africa—so critical for decreasing migration flows to the
north and the EU—should be a comparative advantage for
the United States and the EU at a time when China is forced
to reduce its spending on the continent and when Africans
are increasingly aware of the need to limit their national
debt levels and protect their national interests. However,
the Western approach still does not prioritize Africa’s de-
velopment enough. According to some observers, for ex-
ample, the Lobito Corridor project, launched in September
2023 under the PGIl with participation from Washington and
Brussels, did not distance itself enough from an extractive
approach. Even worse, as far as the EU is concerned, is the
continuation of an outdated strategy that flies in the face of
the basic principles of human rights it is supposed to pro-
mote, as demonstrated by the surprising agreement on stra-
tegic minerals signed with Rwanda in February 2024.

More ambition: The West also has a tool its competitors
do not yet have that could be a game changer for Africans’
lives: the financing of African economies. The youngest
continent needs millions of new jobs generated per year,
yet it only creates three million. Investment is prohibitively
challenging in Africa not because governments spend too
much (the fifty-five African countries spent only $60 billion
on COVID-19 relief, while European countries spent $4.2
trillion and the United States $5.8 trillion) or because they do
not perform economically (they have six of the ten fastest-
growing economies in the world in 2024), but because the

cost of borrowing is much higher than elsewhere (four times
higher than in the United States and nearly eight times
higher than in Germany). With 80 percent of Africa’s debt
denominated in dollars, a reform of the international financial
system would release investment in Africa and offer the West
a real opportunity to compete with China. The United States
and the EU can work together with African countries to make
progress on reforms addressing these structural issues.

More inclusivity: Instead of remaining on the defensive, the
United States and European nations could regain “moral”
leadership by taking the initiative in systemic reform that
would reshuffle the cards and challenge China and Russia
to turn their promises to Africans into actions and test their
sincerity to the Africans they claim to defend. A coordi-
nated strategy to include two African countries in the United
Nations Security Council as permanent members, building
on Washington’s support for such a move, will help debunk
China and Russia’s hypocrisy when it comes to Africa’s inclu-
sion in this forum.

Rama Yade is the senior director of
the Atlantic Council’s Africa Center.
She was formerly the French deputy
minister of sports and also served
as the ambassador of France to

the United Nations Educational,
Scientific, and Cultural Organization
(UNESCO).

4

ATLANTIC COUNCIL


https://www.stimson.org/2024/the-empty-promises-of-the-us-eu-lobito-infrastructure-project/
https://ec.europa.eu/commission/presscorner/detail/en/ip_24_822
https://www.weforum.org/agenda/2024/01/empower-africa-s-youth-to-create-jobs-growth-and-peace/
https://african.business/2024/04/african-banker/africa-demands-fair-deal-from-global-finance
https://african.business/2024/04/african-banker/africa-demands-fair-deal-from-global-finance
https://carnegieendowment.org/carnegie-africa-program-newsletter/9-of-the-20-fastest-growing-economies-worldwide-in-2024-will-be-in-africa?lang=en
https://carnegieendowment.org/carnegie-africa-program-newsletter/9-of-the-20-fastest-growing-economies-worldwide-in-2024-will-be-in-africa?lang=en
https://unctad.org/publication/world-of-debt
https://unctad.org/publication/world-of-debt
https://www.atlanticcouncil.org/blogs/new-atlanticist/what-would-it-mean-for-africa-to-have-two-permanent-un-security-council-seats/

A/ N

VAT/A
\ V

W v/_\
VL

TOGETHE

R X%

Higher Growth and
faster Convergence

for the Western Balkans

WORKING ON A NEW TRANSATLANTIC APPROACH TOWARD

THE WESTERN BALKANS
Maja Piscevic and llva Tare

THE BOTTOM LINE

The Western Balkans is a region neither the United States nor
the European Union (EU) can afford to ignore or mishandle.
Tensions are too high, and the geopolitical implications of mis-
informed and misaligned policy are costly. The United States
and the EU must work together, and play to their own respec-
tive strengths, to prioritize democratic and economic growth
and alignment with the West.

STATE OF PLAY

Visits to the Western Balkans elicit two contradictory feelings. On
the one hand, theregionis vibrantand brimming with potential. The
World Bank projects the regional gross domestic product growth
for the Western Balkans Six—Albania, Bosnia and Herzegovina,

Kosovo, North Macedonia, Montenegro, and Serbia—to be 3.2
percent this year and 3.5 percent in 2025, noting some “cautious
optimism.” On the other hand, too often the region is stuck in a
disorganized and chaotic feedback loop, its violent histories seem
inescapable, and its democratic culture remains lacking. Flashes
of ethnic and political violence have risked upending the fragile
peace between Serbia and Kosovo. Democracy ratings by inter-
national observers such as Freedom House are tracking demo-
cratic declines or stagnation in the region.

The United States and the EU have recognized the importance
of the Western Balkans and have worked on engaging the re-
gion, to varying degrees of success. There has been modest
progress on the region’s Euro-Atlantic integration, and there
remains moderate to strong support inside the region for a
European future. There has also been renewed momentum

Photo: An attendee walks at the venue on the day of the EU-Western Balkans summit in Tirana, Albania, February 29, 2024.

Source: REUTERS/Florion Goga.
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from the EU to make progress on enlargement to the region
as Russia’s full-scale invasion of Ukraine has reinvigorated the
bloc’s understanding of the geopolitics of enlargement.

Yet structural issues continue to frustrate the region’s Euro-
Atlantic trajectory. The EU’s enlargement process, with single
member state vetoes holding up progress, remains deeply
flawed. Atthe same time, US policy toward the Western Balkans,
particularly focusing on the normalization dialogue between
Kosovo and Serbia, has not produced desired results, as lo-
cal politics and nationalisms have torpedoed the Association
of Serb-Majority Municipalities. These opportunities and chal-
lenges together will require leadership from the United States
and the EU to realize the region’s potential.

THE STRATEGIC IMPERATIVE

Geopolitics is the main driver of the external focus on the
Western Balkans. The region for years has been Europe’s
“soft underbelly,” where Russia holds significant influence
as both an instigator and negotiator, especially in Serbia and
Republika Srpska (the Serb-majority entity within Bosnia and
Herzegovina) but also in North Macedonia, Montenegro, and
Kosovo. Russia’s full-scale invasion of Ukraine has raised the
stakes about Moscow’s willingness to inflame conflict in the
region. Securing the region within the Euro-Atlantic frame-
work will do much to stem Russia’s influence and diminish the
chances of violence on the continent.

Another geopolitical driver is the role of China. Beijing has
stepped up its involvement primarily through investments
in major infrastructure projects and mines. The US House
Foreign Affairs Committee estimates that China has invested
around $1 billion in the region annually since 2011, and ap-
proximately $10.3 billion in Serbia alone from 2009-2021.
Five of the Western Balkans Six are members of China’s Belt
and Road Initiative, and Serbia’s security cooperation with
Beijing has grown to encompass overseas “police stations,”
surveillance and facial recognition camera installations, and
joint military exercises.

There are positive motivators for transatlantic engage-
ment, too. The region could be a success story for the West’s
de-risking agenda. Lower labor costs and the region’s strategic
geographic location and physical proximity offer a twofold op-
portunity to help realize Europe’s—and the United States’—ef-
forts to reshore its supply chains and investments and diminish
China’s own influence.

Both the United States and the EU need a clear vision for the
region. With the right strategy, the region can overcome its
challenges and emerge as a stable, prosperous, and dem-
ocratic part of Europe. By prioritizing democratic values and
good governance, economic revitalization, and strategic part-

nerships, the United States and the EU can significantly and
positively impact the region’s trajectory. Ultimately, a success-
ful transatlantic policy in the Western Balkans requires a long-
term commitment, sustained engagement, and a clear vision
for the region’s future.

LOOKING AHEAD

The Western Balkans will remain a focus on both sides of the
Atlantic. Either a Democratic or Republican administration is
expected to be more engaged once in office than during this
past election year and will bring a focus on security issues, eco-
nomic development, and regional integration, as well as on the
rule of law, the fight against endemic corruption, and democ-
racy. In Europe, too, the European Commission will focus on
the region, including on enlargement, economic growth, and
the rule of law.

Of crucial importance is how the new administrations will im-
plement their policies in the region. Many of the key topics and
priorities have already been identified. For example, Serbia will
likely be the main focus of the next US administration due to its
relatively large size, economic development, and the deterio-
rating state of its democracy, rule of law, and media freedom—
not to mention its geopolitical role as a willing partner to both
Moscow and Beijing. The European Commission’s Growth Plan
for the Western Balkans will also continue to be a centerpiece
of transatlantic priorities for the region.

The uncertainties are prioritization and calibration. How will
policymakers prioritize the need to address economic or dem-
ocratic reforms? Will the United States continue its practice of
giving the lead to the EU, which all countries in the region at
least nominally aspire to join?

The prioritization of democratic values will be the key to en-
gaging the region successfully in the future. A more decisive
and uncompromising insistence on the development of dem-
ocratic institutions and values—such as free and fair elections,
the rule of law, and the fight against corruption and organized
crime—must be a priority. Uncompromising reforms in these ar-
eas are prerequisites for any sustainable economic progress
and investment, and stronger democratic consolidation will do
far more to reduce the impact of malign influences from Russia
and China that thrive precisely in the absence of these values.
Failing to prioritize democracy in the region will risk cementing
the petrifying status quo.

Whatever happens in November, a much stronger and more ac-
tive US role in the Western Balkans will be required. Previously,
the United States has given primacy to the EU, but that strategy
has not yielded convincing and sustainable results on key is-
sues like the struggles of the Belgrade-Pristina dialogue (and
the lack of implementation of the Brussels and Ohrid agree-
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ments that underpin it), and the festering ethnic tensions in
Bosnia and Herzegovina. This is a consequential demonstra-
tion of the EU’s inability to take a leading role and bring key
players to the table with the determination to reach an agree-
ment. As a result, the process of normalization between Kosovo
and Serbia has stalled—or worse, deteriorated.

The EU is an important and powerful bloc, but its institutional
structure has limited its effectiveness. The bloc is a heteroge-
neous and loose union of twenty-seven members, many with
vastly different priorities for the region. While still immensely
influential, it is not decisive in some key policy areas, espe-
cially enlargement, where the current veto system has left
the Western Balkans as a political punching bag for domestic
politics among EU member states. A few such cases include
Bulgaria and Greece blocking North Macedonia’s progress,
Slovenia delaying Croatia’s 2013 accession over border dis-
putes, and traditional enlargement skepticism in France and
the Netherlands stemming from, among other considerations,
domestic political concerns around, for example, immigra-
tion. Given that this decision-making framework is embedded
in the highest legal act of the EU, it is not realistic to expect
any change in the foreseeable future—even though change is
much needed.

The United States is not as constrained in implementing its pol-
icy toward the Western Balkans. Provided the next administra-
tion does not change its priorities for the Western Balkans, it
would be of crucial importance to take a more decisive stance
in pursuing its interests, especially when it comes to security,
the fight against corruption, the rule of law, media freedom, and
the reduction of Russian and Chinese influence. All of these
goals are achievable, but only if the next administration acts
energetically and resolutely in their implementation.

POLICY RECOMMENDATIONS

There is much that the United States and the EU can do—to-
gether and separately—to enact positive change in the Western
Balkans. Recommendations include:

Insist on the primacy of democracy and the rule of law. The
underpinning of democracy should be a prerequisite of any ap-
proach to the region. The United States and the EU, therefore,
must prioritize support for democratic reforms, anti-corruption
efforts, and the rule of law in the Western Balkans, specifically
through:

® Anti-corruption measures: Corruption is a pervasive
problem in the region. US and EU policymakers should
provide technical assistance to develop and implement
effective anti-corruption strategies, including strengthening

law enforcement, improving transparency, and protecting
whistleblowers.

® Judicial reform: Independent and impartial judiciaries are
crucial for upholding the rule of law. Plans for the region
should include the provision of training for judges and pros-
ecutors and promoting the independence of the judiciary.

® The empowerment of civil society: An independent and
vocal civil society is essential for holding governments to
account. The United States and the EU should support civil
society organizations, particularly those working on good
governance, human rights, and anti-corruption initiatives.

Scale up economic engagement. The Western Balkans region
possesses untapped economic potential. The United States
and the EU must significantly expand and see through eco-
nomic engagement in the region. Building on the foundation
set by the Western Balkans Democracy and Prosperity Act, a
bill introduced by US Sens. Jeanne Shaheen (D-NH) and Roger
Wicker (R-MS), policymakers should aggressively pursue a
strategy of investment, trade facilitation, and infrastructure de-
velopment in the region by:

® Doubling down on investment: Policymakers should double
down on investments in the region, focusing on sectors with
high growth potential, such as renewable energy, technol-
ogy, and agriculture. Leveraging public-private partnerships
will be key to attracting private capital and creating jobs.
Investments should be coordinated or at least deconflicted
between Washington and Brussels.

® Streamlining trade: Facilitating trade, particularly between
the United States and the Western Balkans, is an important
signal of the West’s involvement in the region. Reducing
trade barriers, simplifying customs procedures, and provid-
ing technical assistance on EU standards alignment will help
boost exports and attract foreign investment.

® Driving infrastructure development: Investing in infrastruc-
ture such as transportation, energy, and digital connectiv-
ity will help economic growth, regional integration, and the
green transition. The United States can partner with the EU
(and international financial institutions) to finance large-scale
projects. This would be particularly welcome to counter
Chinese infrastructure investments in the region.

Refocus on regional economic competitiveness. Increasing
the Western Balkans’ competitiveness will make Europe more
competitive. To accomplish this, a joint effort is needed to im-
prove the business environment, foster innovation, and de-
velop a skilled workforce, including by:
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® Improving the business climate: The United States and the
EU should provide technical assistance to reform regulatory
frameworks and improve governance with the goal of re-
ducing bureaucratic hurdles, enforcing property rights, and
combating corruption—all of which are essential for attracting
foreign investment.

® Fostering innovation: Supporting research and develop-
ment, technology transfers, and entrepreneurship can help
drive innovation and create new opportunities. Establishing
innovation hubs and incubators can help nurture a culture of
entrepreneurship.

® Investing in human capital: A skilled workforce is essential
for economic growth. The United States and the EU can sup-
port education and vocational training programs, particularly
for young people. Instead of looking to emigrate elsewhere,
the region’s youth can find incentives to stay.

Develop a new approach to the Serbia-Kosovo dialogue. The
Serbia-Kosovo dialogue has been a long-standing and complex
issue. It needs new life with incoming US and EU administrations.
The United States, specifically, should play a more active role in
facilitating a comprehensive and final normalization agreement.
Recommendations include:

® Introduce joint US-EU leadership: The United States and
the EU should jointly lead the dialogue, leveraging their com-
bined diplomatic weight and expertise.

® Focus on normalization: The dialogue should prioritize
practical steps toward normalization of relations, including
economic cooperation, freedom of movement, and mutual
recognition.

® Develop conditional incentives: Economic incentives can be
used to encourage progress in the dialogue, but they should
be conditioned on concrete achievements. The EU’s Growth
Plan can be a crucial mechanism to promote progress and
discourage stagnation, or worse—cooperation with malign
actors.

® Addressing the root causes: The underlying issues of the
conflict, such as minority rights and safeguarding territorial
integrity, must be addressed to achieve a lasting peace.

Develop policy for cybersecurity and infrastructure protection.
The Western Balkans is increasingly vulnerable to cyber threats,
as have been documented recently in Albania, Montenegro, and
North Macedonia. Protecting critical infrastructure and building
cybersecurity capacity are essential for economic growth and
regional stability. Recommendations include:

® Cybersecurity capacity building: The United States and the
EU should support the development of cybersecurity capa-
bilities in the region through training, capacity building, and
technology transfers.

@ Critical infrastructure protection: Partnering with the private
sector, the United States and the EU can help protect critical
infrastructure, such as energy, transportation, and telecom-
munications, from cyberattacks.

® Countering disinformation: The spread of disinformation and
foreign interference is a growing challenge. The United States
and the EU have successfully supported media literacy pro-
grams and fact-checking to counter these threats, but more
can be done at the local level in cities outside the capitals.

Refocus on countering malign influence. The Western Balkans
remains a geopolitical battleground, with Russia and China seek-
ing to increase their influence in the region. The United States
and the EU should develop strategies to counter these efforts.
Such a strategy should include:

@ Strategic competition: The United States should adopt a
competitive approach to Russia and China, offering alterna-
tive partnerships, investments, and security cooperation.

® Energy security: Reducing the region’s dependence on
Russian energy is crucial. The United States can support diver-
sification of energy sources and infrastructure development.

® Information warfare: Countering disinformation campaigns
and strengthening media literacy are essential to protect the
region from foreign manipulation.

® Strengthening NATO: Reinforcing NATO’s presence in the
region is crucial to deter aggression and reassure allies.
Eventually, moving Kosovo closer to NATO membership will
be an important step toward regional stability.

Maja Piscevic is a nonresident senior
fellow with the Atlantic Council’s
Europe Center and representative of
the center in the Western Balkans.

llva Tare is a resident senior
fellow at the Atlantic Council’s
Europe Center and host of the
#BalkansDebrief podcast.
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