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The key issue on the EU policy agenda is mapping out a way forward for
the EU27 after the Brexit vote. The annual State of the Union speech
delivered by Commission President Juncker and the results of the informal
Bratislava summit in September provide some indication, define key
priorities and several specific suggestions for the next months. However,
they mark but intermediate steps in a process. Further results are to be
presented in March 2017.



The key challenge for the EU in Q4 is to deliver on measures outlined, keep
a constructive spirit for negotiations and “stay on track” with preparations
for March in view of challenging domestic political calendars. Given the
upcoming referenda in Hungary and Italy, the rerun of the Austrian
presidential elections and election campaigns to intensify in a number of
EMU member states, the upcoming months are unlikely to be a quiet
period of reflection.



While migration and security topics may appear to dominate the agenda, a
key policy topic for the EU in Q4 is going to be trade matters. This involves
the approach to pending FTA’s (CETA, TTIP), the modernization of trade
defence and the future treatment of Chinese imports in anti-dumping
investigations. Beyond their economic relevance, these issues are about
signalling to what extent the EU is able to bridge gaps between member
states and what approach it is going to take with external partners moving
forward.
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EU27: Mapping out the Union’s future after the Brexit vote
EU politics is officially back from summer break. The key issue on the agenda
is mapping out a way forward for the EU27 in the aftermath of the UK
referendum. On that score, the annual State of the Union address by
Commission President Juncker and the informal summit of leaders in
Bratislava in September provide some indication. However, both events mark
steps in a process that will continue over the next couple of months.
Key messages from State of the European Union speech 2016 and the
Bratislava summit
In his annual state of the Union speech (SOTEU) on 14 September, European
Commission President Juncker provided both diagnosis and direction after the
Brexit vote. He also outlined specific steps to be taken by the Commission for
the next 12 months. Notably, these include


Doubling the European Fund for Strategic investment (EFSI) in size and
duration, i.e. aiming at a total of EUR 630 bn in investment by 2022



Steps to boost the Digital Single Market, incl. deployment of 5G (fifth
generation mobile communication systems) across the EU by 2025, free
wireless in the main centers by 2020 and a reform of copyright rules



Several proposals need to be seen in the context of the EU’s refugee and
migration challenge and a greater focus on security topics. This includes,
for example, an investment plan for Africa and the Neighbourhood tying in
with proposals to strengthen the EU’s global role by making High
Representative Mogherini the EU’s foreign minister, calling for a European
Strategy for Syria and closer cooperation on defense policy (a single
headquarter for EU missions and a European Defense Fund to finance joint
research)



And several measures to strengthen internal security, i.e. the strengthening
Europol’s capacity, proposing a European Travel Information System, and
calling for 200 extra border guards and additional vehicles to be deployed
at the Bulgarian border by the end of October.

Overall, Juncker tried to be encompassing by setting out how the Union’s
actions matter for different groups in society and the economy from farmers to
start-ups. The Leitmotif of “a Union that empowers, protects and defends”,
was somewhat skewed towards the latter two, with emphasis on the EU as
protector of citizens (from rights violation, external and internal threaths,
“corporate power”, globalization) but also of European industries (e.g. from
unfair competition)- in a way mirroring the current public mood.
Juncker’s second SOTEU was not another speech about how Europe can meet
the big challenges of today. It was essentially about how the Union can save
itself and move forward. Nevertheless, it was neither lofty in style nor did it
advocate a big vision. It started from (self) critique and suggested a number of
specific next steps but it also hints at the main problem, i.e. fragmentation. In
that, it was not a reproach but rather a plea directed at member states. First for
practical reasons because the Commission needs member states’ support to
turn the suggested next steps into results. Second, given domestic political
calendars in member states fragmentation (or the perception thereof) remains
a key risk for the next months. Not least for that reason, the informal summit
of EU27 leaders in Bratislava on Sept 16th was closely watched.
The summit produced a joint result, i.e. the Bratislava declaration stressing
common principles and needs for improvement, and a short roadmap. The
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roadmap sets out measures in four priority areas, i.e. i. migration, ii. internal
security, iii. external security and iv. the economy.
The strongest political pressure is still on migration, in particular with regard to
the issue of reallocating refugees in the EU. Bratislava did not make these
differences disappear. Yet while the roadmap contains strong wording on the
aims for the EU27 in this area - never to “return to uncontrolled flows of last
year”, arguably hinting at Germany - the careful wording on the measures at
least paves the way for further discussion with Central European countries to
find workable solutions during the next months. To that extent, it moves in the
same direction as Juncker, stressing the importance of solidarity in principle
but adding qualification by saying that “it cannot be forced”. The bottom-line
of Bratislava signals at least willingness to work on an EU consensus. Yet
settling on a workable compromise, remains one of the key challenges for the
Slovak presidency in Q4, all the more given role as a broker and a member of
the Visegrad group.

Small steps forward - but will they be enough?
Bratislava was meant to be the beginning of a process. It was clear that it
would not conclude with a blueprint or a “new vision” for the EU. Similarly, it
was clear that the policy issues on the European agenda - migration, security
and the economy - are complex and are not going to be solved with any single
summit. Finally, in a group of (only) 27, it is clear that there are different
interests, expectations and evaluations of results. Partly, the different reactions
by some European leaders epitomize this. Partly, they just need to be read as
messaging that is directed to their domestic audiences. But precisely because
Bratislava only marked a starting point, one of the challenges for the coming
months is to maintain a constructive spirit on negotiations despite posturing
and domestic politics.
A look at domestic political events scheduled until the end of the year suggests
that Europe is not in for a quiet quarter of reflection. They range from the
referenda in Hungary (Oct. 2nd) and Italy (Dec 4th), the rerun of Austrian
presidential elections (also Dec 4th), Spain still having to form a government and campaigning starting to move center stage in a number of member states
with important elections in 2017 (NL, FR, DE).
The common perception is that migration and security issues are sidelining
economic policy topics at the moment. Notwithstanding their importance, a
key policy issue for Q4 is going to be trade. This is about politics as well as
economics, signalling to what extent the EU is able to bridge gaps between
member states and what approach it is going to take with external partners
moving forward. In particular, topics on the (EU) trade policy agenda for Q4
include


how to handle imports from China in anti-dumping investigations in the
future - the Commission has announced a proposal to be tabled in H2;



the approach to pending free trade agreements including the possible
signature of CETA at the EU Canada summit in October and the future
approach to TTIP on which member states have increasingly voiced
different views; and



the modernization of trade defense instruments - suggestions for reforms
date back to 2013 but stalled in the Council.
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What next?
While preparations for Brexit negotiations have started, the EU27 are still in a
waiting position. Q4 can possibly clarify the timeline but here much depends
on signals by the UK. At the moment, we still consider a notification in Q1 the
most likely scenario.
In the meantime, two regular Council meetings will be held in October and
December with 28 members. The next informal meeting of the EU27 is
scheduled for February 3rd to take place in La Valetta, also involving a progress
review for the Bratislava roadmap. Finally, the meeting in March next year to
celebrate the 60th anniversary of the Treaty of Rome marks a litmus test on EU
policymakers’ ability to deliver on a bigger vision going forward.
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