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On 6 November 2025, sef: convened its annual Poli-
cy Lunch at the Representation of the State of North 
Rhine-Westphalia to the European Union. The panellists 
discussed what contributions the diversification of eco-
nomic partnerships can make against the backdrop of 
an increasingly disrupted world order and what needs to 
be considered in this context. They also explored what 
role free trade agreements can play in reducing unilate-
ral dependencies and maintaining a rules-based trading 
system.

In an era marked by geopolitical tensions, the rise 
in protectionist policies and an increasing number 
of trade disputes, the EU needs to diversify its 
trade relations and thus reduce its vulnerability 
and dependence on individual countries. The EU is 
therefore intensifying free trade negotiations across 
various regions of the world, not only to diversify its 
economic partnerships but also to strengthen long-
term cooperation based on shared values. 

Dr Tim Vogel from the German Institute of 
Development and Sustainability (IDOS) highlighted 
both the clear economic benefits of free trade 
agreements (FTAs) and their contribution to stability 
and credibility, which is particularly important in 
uncertain times. However, he also pointed to some 
of the challenges arising from the growing number of 
FTAs worldwide: they contribute to the fragmentation 
of the global trading system, and the increasing 
complexity of these instruments raises compliance 
costs, especially for smaller countries with more 
limited capacities. He also mentioned the often lengthy 
duration of negotiations, which may take decades, as 
in the case of the EU-Mercosur agreement. 

Jan Schmitz from the Directorate-General for Trade 
and Economic Security at the European Commission 
referred to the slow progress in the World Trade 
Organization (WTO) and the need to identify the 
lowest common denominator. More than half of EU 
trade is now conducted under rules that provide 
better treatment than WTO rules. In addition to 
FTAs, the EU has developed additional instruments 
such as sustainable investment agreements, digital 
agreements and “clean trade and investment 
agreements”, which include development and climate 
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components. He mentioned scaremongering and 
misinformation as major obstacles and called for 
calmer, more factual debates. 

Dr Sonali Chowdhry from the German Institute 
for Economic Research (DIW) referred to research 
findings and confirmed that FTAs do indeed contribute 
to diversification and that the reduced costs of market 
access through FTAs can offset some of the additional 
costs arising from diversification strategies. However, 
it is mainly large companies that tend to diversify, 
and she called for technical assistance so that more 
companies can benefit from diversification strategies.

Free Trade Agreements and the 
International Trading System under 
the WTO 

It became clear during the discussion that FTAs 
cannot replace the WTO and that a balance between 
these two approaches is necessary. The EU should also 
have an interest in maintaining multilateral stability, 
as China and other actors are making offers to partner 
countries that may further weaken the international 

trading system. However, the overall environment 
for a joint approach is challenging: key countries are 
either not interested in the WTO or are undermining 
the spirit of rules-based trade. In addition, European 
companies are calling for preferential treatment 
in order to protect their interests. The EU must 
therefore be consistent in what it says and what it 
does – sustainable economies and global economic 
cooperation cannot be built on protectionism. 

Exporting Standards and Values-Based 
Trade Policy

FTAs can be one instrument among others to promote 
environmental standards and human rights, and the 
EU sees itself at the forefront of protecting these 
values. However, developing countries often view 
value-related enforcement regulations as protectionist 
measures, and some critics refer to this as colonial 
behaviour. Both the experts and commentators in the 
audience raised the question of fair burden-sharing 
in this regard and how to operationalise shared 
objectives. Several speakers highlighted the important 
link between FTAs and development components, 
which may enable partner countries to participate 
more fully in the international trading system. There 
needs to be a compelling overall offer for partner 
countries, including market access, economic growth 
and economic security

Finally, it was emphasised that it is not only European 
companies that are calling for a stricter EU approach, 
one that focuses less on enforcing values and standards 
and more on the interests of the European economy 
and its businesses. A majority of voters in European 
countries also support such an approach, which means 
that the EU needs to find the right balance between 
these different objectives. There must be rules and 
standards, but the boundary of what is considered 
acceptable keeps shifting over time.
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The Development and Peace Foundation (sef:) 
was founded in 1986 on the initiative of Willy 
Brandt. As a cross-party and non-profit-
making organisation, the sef: provides an 
international high-level forum for shared 
thinking on urgent peace and development 
issues.

The reports on the conferences and 
events of the Development and Peace 
Foundation (sef:) provide information 
about the discussions and results in a 
compact form.
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