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The [l approach to global value chains

... influence the EU’s GVC approach

Fast- chanqmq global dynamics ..

The structure of the world’s supply 2 GRAY

chains is changing RHINO
The pandemic and war in Ukraine have speeded up the transformation

Think the unthinkable
(andbe readv for It) MICHELE WUCKER

US-China trade dispute ( + Add tomyFT

How to navigate the US-China trade war

Global supply chains are af risk as the world's two biggest economies threaten to decouple
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Source: Financial Times (28/2/20)

i The Big Read Supply chains
Supply chains: companies shift from
‘just in time’ to ‘just in case’
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A careful balance between

exploiting potential while
addressing challenges

Exploit potential: use
GVCs as source of
productivity growth for
EU, including for SMEs
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Address challenges:
tackle risks of GVCs on
resilience, unfair
competition and social &
environmental standards
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The potential of GVCs for productivity growth

EU has long-term challenges ...

... but remains #1 global trader ...

(% of global exports, good and services, 2022)

... and GVCs bring big leverage
to boost productivity growth

 Slow productivity  growth,
particularly in services

* An ageing population

* Intense global competition for
leadership in critical
technologies and access to
critical inputs
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EU
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B Exports W Imports
Source: European Commission, GROW A1, based on WTO

New trade agreements (e.g.
Chile, NZL and KEN) and
cooperation forms (e.g. TTC)
Specific actions to support
SME internationalization (e.g.
Enterprise Europe Network)
Other support tools (e.g.
standardisation)
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Challenge 1: dependencies to resilience (1/5)

“‘We have seen real bottlenecks along global supply chains,
including because of the deliberate policies of other countries”

Ursula von der Leyen (2023 State of the Union)

Health

Europe is running out of medicines

Common medications including antibiotics and children’s painkillers are in short supply across the bloc,

Electronics

Chip shortage costs European
car industry €100 billion

Source: Brussels Times (19/9/22)

Here's what's being done about it.

Source: Politico (29/1/23)

Renewable enerqgy

Europe’s solar industry warns of bankruptcies
over Chinese imports

Digital
‘Microsoft, Google, and AWS own 72
percent of European cloud spending’

Source: Techzine eu (3/10/22)

EU's efforts to manufacture more green technologies are being undercut by cheaper rivals
Source: Financial Times (11/9/23)

Defence, space

America’s European burden: How the
Continent still leans on the US for security

Enerqy intensive industries

china mstricts expons °f two metals that :L'\|I‘i_lc their calls for strategic autonomy and “Zeitenwende. European leaders know they need
- - - ashingron,
the EU considers of 'strategic'importance Source: Poltico (14/6:23)
4 Source: Euronews (4/7/23) European
Commission
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Challenge 1: dependencies to resilience (2/5)

Natural uranium
and compounds

Submersible drilling/production
platforms
Derivatives of acyclic hydrocarbons

Diamonds

Turbines (parts of turbo-
jets/turbo-propellers
Types of vehicles

Orthopaedic/fracture appliances
Fluorspar

Silicon
Ferro-manganese

Silver ores and concentrates
Manganese ores and concentrates

Types of heterocyclic compounds
Organic derivatives of
hydrazine/hydroxylamine

Distribution of 204 EU dependencies across origins (#products)

Semi-finished products of
iron/non-alloy steel
Coal

Types of amine-function-compounds
Types of alkaloids

Source: European Commission, DG GROW Chief Economist Team computations
based on the Trade-Figaro-Eurostat Dataset.

Outboard motors for
marine propulsion

Motorcycles and cycles

Cell phones
Laptops
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Challenge 1: dependencies to resilience (3/5)
Distribution of choke points across origins (#products)
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| « Silver nitrates I | « Types of heterocyclic eompoundsl

« Acyclic hydrocarbons

« Engines for marine
propulsion
« Motorcycles

» Magnesium

+ Manganese articles
+ Antibiotics

» Vitamins

* Hormones

» PPEs (plastic gloves)
» Photovoltaic cells
= PPE (plastic gloves)
+ Cell phones

» Permanent magnets
* Laptops

« Aromatic monoamines
and derivatives
= Types of alkaloids

», Purks.of turke jote mnd b0 progeliors Source: European Commission, DG GROW Chief Economist Team computations

« Navigational instruments (for b d h T d F E D //
tical navigation! - -

2 :;:S;;mcn:;g:am) ased on the Trade-Figaro-Eurostat Dataset. ;

« Types of heterocyclic compounds

« Derivatives of acyclic hydrocarbons
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Challenge 1: dependencies to resilience (4/5)

CN dominating upstream parts of value chain CN dominating the entire value chain
Example: robotics Example: solar panels

Assemblies 10%
Components 11%

Components 11%

0% 20% 40% 60% 80% 100%
0% 20% 40% 60% 80% 100% ® China EmEU = US
H China EEU muUs = Japan B Korea = Japan B Korea M Rest of Asia
M Rest of Asia M Africa M Latin America B Others M Africa M Latin America B Others
7 European
Source: European Commission, DG GROW Chief Economist Team based on Supply chain analysis and material demand Commission

forecast in strategic technologies and sectors in the EU — A foresight study (2023)



Challenge 1: dependencies to resilience (5/5)

Toolbox to reduce and prevent

strategic dependencies

» “Partnerships whenever
possible, building capacities
whenever necessary”

* In support of industry’s efforts,
which play a key role

1) Strengthening and diversifying external trade

2) Strengthening EU strategic capacity (e.g. critical
raw materials act, net-zero industry act)

3) Getting a better grasp of strategic dependencies
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Challenge 2: fair and open competition

Examples of EU tools

EU trade defence
policy

Foreign subsidies
regulation (in force
since Jan 2023)

“Our industry and tech companies like competition. [...] But competition
isonly true as long as it is fair. [...] We have not forgotten how
China's unfair trade practices affected our solar industry.”

Ursula von der Leyen (2023 State of the Union)

Aim:  protecting  European  production  against
international trade distortions
Includes e.g. anti-dumping, anti-subsidy measures

Aim: address potential distortive effects of foreign
subsidies in the Single Market

The Commission can investigate financial contributions
granted by non-EU countries benefiting companies active
in the EU and redress their distortive effects as relevant

EU to launch anti-subsidy probe into Chinese
electric vehicles

Investigation could lead to tariffs on country’s manufacturers

Source: Financial Times (13/9/23)

The EU Foreign Subsidies Regulation: Start Your
Engines

Jay Modrall (Norton Rose Fulbright, Belgium) / July 14, 2023 | Leave a comment

Source: Kluwer Competition Law Blog (14/7/23)
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Challenge 3: environmental and social risks

“There is a deeper unease by many emerging economies about the way institutions
and globalisation work for them. [...] These emerging economies are essential allies
in building a cleaner, safer and more prosperous world. [...] We want to lead efforts to
make the rules-based order fairer and make distribution more equal.
Ursula von der Leyen (2023 State of the Union)

Example of EU tool

Proposal for a - Aim: foster sustainable and responsible corporate behaviour throughout global
Directive on corporate value chains
sustainability due * Includes: obligation for companies to identify, bring to an end, prevent, mitigate
diligence and account for negative human rights and environmental impacts in their own
operations, subsidiaries and value chains

Furopean companies forced to take a closer Negotialt,ions on EU due diligence rules expected to pick up speed in
. September

1001( at Supply Cha]‘ns By Silvia Ellena | EURACTIV.com © Est. 4min B2 )ul 12, 2023 Advertisement

New laws and shortcomings of just-in-time logistics mean businesses pay more attention fo Source: Euractiv (12/7/23)

due diligence
Source: Finantbial Times (20/9/22)
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