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APRIL 2020

Welcome to the first Monthly EU-China Report!

EU-CHINA HUB

In this format, paired with an audio version coming to "EU-China Podcast", we bring you a
digest of the key trends of EU-China relations. This way, you can be sure that you can keep
up with the key EU-China happenings of the month, even if you have to go on a few days
of news and Twitter detox or miss any of our weekly EU-China Briefings.
 
April brought many tensions between the EU and China, all at a fragile time during the
"corona crisis". Much of this is owing to China's deployment of a new, more aggressive
"wolf warrior" diplomacy style paired with disinformation campaigns. And while the low-key
diplomacy with a carefully defined single Party-line is not gone, it is telling that China made
a significant shift in its communication strategy.
 
Confident Beijing doesn't need wolves, but the Party leadership has reasons to feel
cornered. China's economic outlook is challenging, to say the least, given the contraction
of the Chinese economy in the first quarter of the year - the first since comparable data
have been recorded. It is hard to expect a smooth bounce back similar to that following
the SARS pandemic of 2002-2004, with a global demand shock looming on the horizon. At
the same time, Beijing can't just throw money at the problem, as it did after the Global
Financial Crisis of 2008, since the country's debt is so high, particularly within shadow
banking. On top of that come external challenges like the international controversy
surrounding COVID-19 or the prospect of supply chains being at least partially diversified.
This is not to say that Beijing is on the edge, but it surely isn't the best of times, and
turning to nationalistic messaging and looking inwards shouldn't be surprising.
 
China's more aggressive communication style and disinformation campaigns encouraged
many European leaders to push back against Beijing. Granted, they have done so in a
toned down, non-confrontational way, which some wouldn't see as push back at all. But
here we need to consider that the EU is trying to develop a framework for a multilateral
response to the threat of COVID-19 under the circumstances of growing Sino-American
rivalry and considering the EU’s current dependence on imports of medical supplies from
China, which the Party-State seems to be ready to weaponise in its foreign policy.
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Still, the response went beyond rhetoric. We could see EU leaders beefing up mechanisms
for protecting European companies against takeovers by non-EU actors, calls for
diversification of supply chains, as well as for international investigation into the origins of
COVID-19. While controversies were stirred up by the alleged watering-down of the EEAS's
report on disinformation, it appears that the circumstances increase the pressure on
Brussels to acknowledge that it has been "a little naive" about China. What we are seeing
may be the groundwork being laid down for a wider "China rethink". Don't expect it to
happen just yet, given the circumstances just outlined, but returning to "business as usual"
may not be so likely after the pandemic.
 
Enjoy and stay safe!
 
Grzegorz Stec
Founder of EU-China Hub
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THREAD 1
 

CHINA’S ECONOMY SHRANK - WHAT ABOUT RECOVERY?

EU-CHINA HUB PAGE |  01

 
 
HISTORICAL GDP CONTRACTION
China ’ s  economy contracted  for  the  f i rs t  t ime s ince  comparab le  data  have  been
recorded ,  by  6 .8% in  Q1 ,  accord ing  to  data  presented by  the  Ch inese
government .  Over  200 mi l l ion  people  were  le f t  w i thout  work ,  the  export  sector  i s
worse  o f f  than in  2008-09 ,  industr ia l  product ion  dropped by  13 .5%,  and reta i l
sa les  dropped by  20 .5%.  A  recess ion  i s  not  out  o f  quest ion .
 
 
BUSINESS COMING BACK
Nonethe less ,  bus iness  has  been mak ing  a  s low comeback .  In  the  beg inn ing  o f
Apr i l ,  T r i v ium Ch ina  ind icated  a  Nat iona l  Bus iness  Act i v i t y  Index  (NBAI )  o f  78 .3%,
wi th  95% of  la rge  manufacturers  back  to  work  and an  o f f i c ia l  Purchas ing
Managers ’  Index  (PMI )  o f  52 .0 .  (The  PMI  i s  an  index  o f  economic  t rends  in
manufactur ing  -  leve ls  over  50 .0  ind icate  opt imism,  those  under  50 .0  ind icate
pess imism about  fu ture  t rends . )  By  mid-Apr i l ,  the  NBAI  rose  to  82 .8%,  wh i le  the
PMI  dropped to  50 .8 .
 
 
UNEMPLOYMENT  HIGHER THAN STATS
By the  end of  Q1 ,  unemployment  s tood at  5 .9%,  down f rom a  h igh  o f  6 .2% in
February ,  mean ing  around 27 .4  mi l l ion  people .  L iu  Chen j ie ,  ch ie f  economist  a t
fund manager  Upr ight  Asset ,  g i ves  a  darker  es t imate  o f  over  205 mi l l ion
unemployed .  L iu  inc ludes  in  the  count  a  key  category ,  migrant  workers ,  who are
usua l l y  exc luded f rom government  s ta ts ,  even though they  make up more  than
one th i rd  o f  urban workers  in  Ch ina  (174 mi l l ion  out  o f  442 mi l l ion ) .  Dur ing  the
COVID-19 cr i s i s ,  migrant  workers  cou ld  not  t rave l ,  so  they  were  le f t  unemployed .
 
 
A DIFFERENT STIMULUS STORY
In  2008 ,  Ch ina  i ssued a  4  t r i l l ion  RMB s t imulus  package  (13% of  i t s  GDP at  the
t ime)  to  o f fset  the  economic  downturn .  Don ’ t  expect  the  same now.  Ch ina ’ s  to ta l
debt  to  GDP s tood at  300% in  2019 ,  the  h ighest  in  the  wor ld ,  much of  i t  done
through shadow bank ing  and est imated at  over  $40 t r i l l ion .  In  March  2020 ,  new
bank  lend ing  skyrocketed to  2 .85  t r i l l ion  yuan ($405 b i l l ion ) .  Post -COVID-19 ,
Ch ina  w i l l  not  have  the  same s t imulus  f lex ib i l i t y  as  i t  d id  in  2008 .

KEY SUMMARY



DOMESTIC SPENDING NEEDED
Domest ic  spending  in  Ch ina  has  been descr ibed as  a  major  cha l lenge  in  br ing ing
the  economy back  to  normal :  65% of  consumers  ind icated  p lans  to  l im i t  the i r
spending  hab i ts ,  wh ich  i s  s ign i f i cant  for  an  economy in  wh ich  58% of  the  GDP
had been domest ic  spending .  The  centra l  government  has  decreased bank  loan
rates ,  wh i le  more  than 30  prov inces  and c i t ies  s tar ted  i ssu ing  d ig i ta l  coupons  v ia
A l ipay  and WeChat  Pay .
 
 
CHALLENGE OF EXPORTS
Exports  represent  another  cha l lenge .  Europe and North  Amer ica ,  the  reg ions
buy ing  most  o f  the  Ch inese  exports ,  are  themse lves  fac ing  gr im economic
out looks .  In  2019 ,  each  o f  them bought  one  th i rd  o f  Ch ina ’ s  to ta l  exports ,  but  in
Q1 2020 the  f igure  dropped ,  by  25% for  the  US and by  16% for  the  EU.  The  EU
expects  a  recess ion  o f  ‘h i s tor ic  proport ions ”  o f  7 .5% and the  US economy i s
expected to  drop by  5 .9%,  mean ing  “bus iness  as  usua l ”  w i l l  not  resume r ight
away  for  Ch inese  exporters .  Ch inese  exports  d id  w i tness  a  s l i ght  recovery  (3 .5%)
in  Apr i l ,  but  the  rea l  demand shock  i s  yet  to  come.
 
 
GAOKAO POSTPONED
An important  s ign  o f  the  grav i t y  o f  the  s i tuat ion  was  that  the  compet i t i ve
un ivers i t y  entrance  exam,  the  ‘ gaokao ’  ( ⾼ 考 )  was  postponed unt i l  Ju l y  7 -8  (a
month  la ter  than p lanned) .  The  las t  t ime the  gaokao was  postponed was  dur ing
the  Cu l tura l  Revo lut ion .  On the  other  hand ,  schoo ls  resumed c lasses ,  a lbe i t  w i th
st r i c t  regu la t ions  o f  smal ler  c lass  s i zes ,  shor ter  days ,  and soc ia l  d is tanc ing
between s tudents .
 
 
TWO SESSIONS SCHEDULED
The Two Sess ions  were  scheduled  for  May  21-22 .  Th is  re fers  to  meet ings  o f  the
Nat iona l  Peop le ’ s  Congress  (Ch ina ’ s  top  leg is la ture )  and the  Ch inese  People ’ s
Po l i t i ca l  Consu l ta t i ve  Conference .  A l though they  ho ld  neg l ig ib le  leg is la t i ve
power ,  the  Two Sess ions  serve  as  a  rubber  s tamp par l iament .  The  announcement
of  the i r  dates  i s  seen as  a  s igna l  o f  re turn ing  to  normal  rhythm,  a  symbol i c
v ic tory  over  COVID-19 .  Quest ions  remain  over  the  format  o f  the  p lenary  (wh ich
cou ld  be  done over  v ideo)  and the  agenda ,  whose  h igh l ight  i s  usua l l y  the  annua l
announcement  o f  new economic  growth  targets .  Sources  say  that ,  due  to  the
economic  uncer ta inty  o f  2020 ,  th is  year ’ s  Two Sess ions  may  not  inc lude  a
numer ica l  target  for  economic  growth .
 
 
DIGITAL CURRENCY ON THE HORIZON
China  announced the  launch ing  o f  an  exper imenta l  centra l  bank  d ig i ta l  currency
(CBDC) ,  to  be  ro l led  out  in  Shenzhen ,  Suzhou ,  Chengdu ,  and X iong ’an .  The  end
goa l  here  i s  to  fu l l y  rep lace  paper  money ,  a  process  that  began in  2014 ,  when
QR codes  gradua l l y  s tar ted  subst i tu t ing  cash .  Among other  th ings ,  a  d ig i ta l
currency  would  he lp  contro l  the  budget  bet ter ,  t race  shadow bank ing ,  and he lp
avo id  money  launder ing .
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IN FOR A RIDE
 
Beijing has found itself in a very tough position amid the corona crisis. The first quarter of
2020 brought about the first contraction of the Chinese economy since comparable data
have been recorded. With the demand shock expected in the markets of its key trade
partners—the US and the EU—paired with calls for diversification of supply chains, it cannot
hope for a smooth economic bounce back as it did after the SARS epidemic. At the same
time, colossal debt prevents Beijing from deploying stimulus similar to that used after the
Global Financial Crisis of 2008. While China’s domestic consumption as a percentage of GDP
has increased considerably since then, Beijing is still in a very hard position, particularly as
the implied (sometimes contested) social contract between the Party-State and the populace
has been based on an exchange of political liberties for continuous increase in living
standards. This is not to say that China is on the edge, but the Party-State definitely is not at
ease, as many past debts will resurface.
 
MISSING THE MARK
 
The contraction has definitely been a wake-up call for political leadership in Beijing,
particularly given that it will make it impossible to achieve one of the century goals outlined
by President Xi Jinping. Namely, by the hundredth anniversary of the establishment of the
Chinese Communist Party, next year, China was supposed to double per capita GDP levels of
2010, thereby achieving a moderately prosperous society (⼩康社会 ). As of now it even
remains unclear whether during the delayed Two Sessions Meeting Premier Li Keqiang will
reveal the GDP target for the year. All this shows how the economic slowdown is a political
problem.
 
BRAKES ON THE BRI TRAIN?
 
Still, amid all the uncertainties, it may be possible for China to continue its BRI lending—if it
chooses to do so. According to a report by Rhodium Group, BRI loans make up a small
proportion of China’s lending portfolio. Peak BRI investment was reached in 2015/2016, at
$50-60 billion. Compared with China’s total bank lending of $2.6 trillion in 2019, it is a
manageable amount even amid challenging economic circumstances. Particularly during the
corona crisis, the influence bang for the lending buck may be much greater as China could
present itself as a savior in contrast to Donald Trump’s “America First”. The challenge remains
the need to renegotiate old loans, which may not rest well with the Chinese public, who have
already been vocal in the past about the government’s openness to pledge large-scale credit
lines and support for the developing world instead of using the money for domestic
development (as was the case at the FOCAC Summit in Beijing in 2018). In the past, though,
Beijing has shown it is open to BRI debt renegotiations.
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WOLF FACE OF CHINA’S DIPLOMACY AMID 
COVID-19 PANDEMIC
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WOLF WARRIORS,  ASSEMBLE
Chinese  d ip lomacy  i s  on  an  upward t rend towards  an  aggress ive  defence  mode ,
w i th  a  brand new term for  i t s  wards :  “Wol f  Warr ior ”  d ip lomats .  The  lack  o f  o f f i c ia l
s ta tements  on  th is  pract i ce  ind icates  there  i s  “b less ing  f rom above”  for  i t ,  but  i t
may  a lso  be  a  way  for  rook ie  d ip lomats  to  snatch  promot ions ,  as  has  happened
wi th  Zhao L i j i an  and L in  Songt ian .  The  d ip lomacy  i s  la rge ly  d i rected  towards  the
US but  a l so  a t  deve lop ing  countr ies  l i ke  Kazakhstan ,  Ind ia ,  Sr i  Lanka ,  and
Tha i land .
 
 
A WOLF AND A POODLE
Europe a lso  got  i t s  share  o f  i t .  In  mid-Apr i l  the  Ch inese  embassy  in  France
posted fa l se  in format ion  on l ine ,  say ing  French nurs ing  home workers  s topped
tak ing  care  o f  the  e lder l y .  A f ter  the  censorsh ip  o f  the  EU de legat ion ’ s  op-ed in
Ch ina  Da i l y ,  Chen Weihua ,  the  Europe bureau ch ie f  a t  Ch ina  Da i l y ,  ca l led  the  EU
the  US ’s  poodle  and d i rect l y  answered to  N ico las  Chapuis  on  Twi t ter ,  say ing  he
d id  noth ing  wrong .
 
 
DISINFORMATION DEFINED
The EEAS launched two reports  on  d is in format ion  re la ted  to  COVID-19 .  The
reports  descr ibed Russ ian  and Ch inese  a t tempts  to  spread d is in format ion  about
the  EU ( ‘Ch inese  g loba l  pro jects  are  super ior ’ ) ,  propagate  incorrect  hea l th  adv ice
( ‘mi l k  and vodka  he lp  aga inst  the  v i rus ’ ) ,  promote  consp i racy  theor ies  say ing  5G
internet  spreads  the  v i rus ,  negate  the  v i rus ’ s  or ig in  in  Wuhan ,  and exaggerate
Russ ian  and Ch inese  a id .
 
 
BOT ATTACK
Much of  the  soc ia l  media  narrat i ve  i s  dr i ven  by  fake  accounts .  A  report  by
A lkemy for  Formice  looked at  47 .821 tweets  between March  11  and March  20 ,
thank ing  Ch inese  in tervent ion .  I t  found that  up  to  46% of  them were  sent  by
bots  and fake  accounts .  These  bots  were  found to  have  spread propaganda ,
shared fake  v ideos  o f  I ta l ians  p lay ing  the  Ch inese  anthem,  and targeted EU
inact ion .  S imi lar l y ,  in  Serb ia ,  the  D ig i ta l  Forens ic  Center  found that  71 .9% of
30 ,000 tweets  between March  9  and Apr i l  9  conta in ing  the  words  ‘K ina ’  and
‘Srb i ja ’  (Ch ina  and Serb ia )  were  posted by  bots .  The  messages  pra ised  Ch inese
intervent ion ,  h igh l ighted EU inact ion ,  and pra ised  Vuč ić .

KEY SUMMARY



MASK DIPLOMACY IN SERBIA
Medica l  supp l ies  d is t r ibuted by  Ch ina  in  Serb ia  were  ins t rumenta l i sed  by  Serb ian
pres ident  A leksandar  Vuč ić  to  c la im that  “European so l idar i t y  does  not  ex is t ”  and
to  pra ise  the  “s tee l  f r iendsh ip ”  between Serb ia  and Ch ina .  B i l lboards  sprung  up
in  Be lgrade thank ing  “Brother  X i ” .  Soc ia l  media  drew compar isons  between
Chinese  a id  and a l leged European he lp lessness .  In  more  ext reme cases  o f
d is in format ion ,  the  EU was  outr ight  b lamed for  p lann ing  an  invas ion  in  the
Western  Ba lkans .  The  extent  o f  Be i j ing ’ s  mask  d ip lomacy  success  in  Serb ia  may
have  more  to  do  w i th  Serb ia ’ s  own fore ign  po l i cy  than w i th  Be i j ing ’ s  persuas ion
sk i l l s .  Context  i s  important :  Vuč ić ’ s  comments  come at  a  t ime when X i  J inp ing
agreed w i th  Vuč ić  on  a  v i s i t  to  Be lgrade la ter  th is  year .
 
 
MASK DIPLOMACY IN ITALY
We are  s tar t ing  to  see  ear l y  data  on  the  resu l ts  o f  Be i j ing ’ s  mask  d ip lomacy .
Another  country  that  was  s t rong ly  impacted by  i t  i s  I ta l y .  A  po l l  by  SWG,
conducted between March  and Apr i l ,  showed 52% of  respondents  perce ived
China  as  a  f r iend ly  country ,  wh i le  45% and 38% perce ived  Germany  and France ,
respect i ve ly ,  as  enemy countr ies .  (The  po l l  was  taken ,  though ,  a t  an  ear l y  s tage
and w i th  a  sample  o f  on ly  800 respondents . )
 
 
TOYING WITH THE COVID-19 NUMBERS
Mult ip le  reports  po int  out  that  the  number  o f  cases  and deaths  in  Ch ina  i s
h igher  than in i t ia l l y  reported  by  author i t ies .  Reports  f rom Wuhan suggest
underreport ing .  For  example ,  on  Apr i l  17 ,  the  government  rev ised  data  on  the
deaths  in  Wuhan ,  resu l t ing  in  a  f i gure  50% h igher .  S imi lar l y ,  reports  ind icated
the  centra l  leadersh ip  o f  CCP de layed d isc los ing  the  news about  the  outbreak  to
the  pub l i c  by  6  days  (14-20  January ) ,  wh ich  was  par t i cu lar l y  c ruc ia l  dur ing  the
Chinese  New Year .
 
 
POLITICAL LOGIC PREVAILS
Pol i t i ca l  log ic  seems to  have  p layed an  important  ro le ,  as  shown by  The
Economist  ana lys i s  o f  15  ins tances  where  the  number  o f  cases  jumped by  a t
least  20% in  one day .  In  two th i rds  o f  these  cases ,  they  were  accompanied  by
important  government  dec is ions :  X i  J inp ing ’ s  speech ,  the  sack ing  o f  a  loca l
leader ,  e tc .  Th is  as ide ,  the  de lay  in  response  by  the  Par ty -S ta te  i s  l i ke ly  l inked to
underreport ing  by  loca l  o f f i c ia l s  w i th  ambi t ions  o f  h igher  po l i t i ca l  o f f i ce  who d id
not  want  to  send bad news to  the i r  super iors .  A  lo t  s t i l l  remains  uncer ta in ,  as
shown by  the  increases  in  the  number  o f  deaths .
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CHINA'S PUBLIC OPINION COUNTEROFFENSIVE
 
Beijing feels defensive, which shouldn’t come as a surprise. Domestically, the Party-State faces
unprecedented economic challenges that strike at the heart of its legitimacy. Internationally, the
Party-State has become the subject of increased scrutiny over mismanaging the key period at
the beginning of the COVID-19 outbreak, misreporting data related to the outbreak, and being
unwilling to launch an international health investigation,  blocking inquiries even from the WTO.
Consequently, Beijing seems to have turned to outspoken “wolf warrior” diplomats and
disinformation efforts to lead an offensive defence that can appeal to its domestic nationalistic
public and can counter or obscure narratives unfavorable to Beijing. The embodiment of this
change is MFA spokesman Zhao Lijian, whose highly controversial remarks, also shared on
Twitter, and promotion of conspiracy theories related to origins of the coronavirus seem to be
earning him support from the Party leadership. However, there appears to be no consensus in
higher circles on whether this new style is productive and desirable, so China communicates
now through a mixture of wolf-warrior and low-key diplomacy, as expressed by such veteran
diplomats as Cui Tiankai or Zhang Ming. 
 
But even putting these (in)famous wolf-warriors aside, there is a sense of the need for defence
through offense, as interestingly captured in a strategy proposal to “increase ability to respond
to external attacks on China” issued in the magazine of the Chinese Academy of Social Sciences,
one of China’s leading think tanks. Six proposed measures clearly argue for an active response
and include studying foreign media to prepare for “attacks” from them, establishing a 24h
monitoring and response system for narratives unfavorable to Beijing, diversifying channels of
communication (including support to China-friendly experts publishing on foreign platforms),
and improving the messaging to use narrative forms preferred by foreign audiences.
 
ADAPTING TO PROPAGANDA TRENDS
 
Part of this counteroffensive was the emergence of China’s new style of propaganda—or, in this
case, disinformation—campaigns. Traditionally, Chinese propaganda efforts have been
characterised by consistent unified messaging through multiple sources. But it appears that
amid the outbreak of COVID-19 China started to also adopt a style of deploying multiple, even
contradictory, messages at once, which has been associated with Russian disinformation
practices. One of the goals of this new messaging style has been to push back against the
questioning of Chinese official figures, to question the origin location of the virus, or to create
an impression that the Chinese, authoritarian system of governance is much better suited to
tackling the challenge of COVID-19, by discrediting responses from democratic countries and
overreporting China’s success. This shift also further highlights the need for European decision
makers to increase their “China literacy” and to diversify the Chinese sources they draw
information from, to avoid falling victim to either pro-China or anti-China messaging.
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OUR COMMENTS



COUNTERPRODUCTIVE COUNTEROFFENSIVE
 
But it is exactly this tougher rhetoric, disinformation, and limited transparency that pushed
multiple international leaders that had not been prone to criticise China to express their
dissatisfaction with the Party-State’s activities. Once normality resumes, a tougher rhetoric on
China’s mishandling and underreporting is likely to affect various levels of EU-China
cooperation, as EU governments are now being confronted with a radical and vivid example of
dealing with a non-transparent partner. Also many European leaders, civil servants, and
business people were personally affected by COVID-19 and China’s limited commitment to
international, transparent cooperation may not fare well with them. An extreme example would
be that of the UK’s PM Boris Johnson, who was allegedly furious at early stages of the outbreak
in the UK over China’s providing inaccurate data—and that was before he himself became
infected with COVID-19. While such personal experiences are unlikely to lead to the adjustment
of national strategies towards China, they can definitely affect personal sentiments and the
overall atmosphere of diplomatic exchanges.
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COVID-19 Dis information Targeting "EU Dis integrat ion"  Spreads to  the Balkans
[Apri l  6 ]

Toying with the Numbers?  China ’s  Data on COVID-19 Quest ioned [Apri l  13]

China Changes Charm Offensive to  Offensive Charm [Apri l  20]

Pragmatic  Discontent  and EEAS Scandal  -  EU’s  Response to  China ’s  Dis information
[Apri l  27]

 

 

 

RELATED NEWS IN WEEKLY BRIEFINGS

EEAS Spec ia l  Report  Update :  Short  Assessment  o f  Narrat i ves  and D is in format ion  around
the  COVID-19  Pandemic  -  EEAS ,  Apr  1

Ch ina ’ s  data  revea l  a  puzz l ing  l ink  between cov id -19  cases  and po l i t i ca l  events  -
Economist ,  Apr  7

What  to  Make  o f  Ch ina ’ s  Coronav i rus  F igures  -  Fore ign  Po l i cy  ( James  Pa lmer ) ,  Apr  1

Ch ina  wants  i t s  d ip lomats  to  show more  f ight ing  sp i r i t .  I t  may  not  be  in tended to  w in
over  the  rest  o f  the  wor ld  -  SCMP (Sh i  J i angtao) ,  Apr  12

A Bot  Network  Arr i ved  in  Serb ia  A long  w i th  the  Coronav i rus  -  DFC ,  Apr  13

 

 

 

 

SELECTED READINGS

https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-6-april-2020#news3
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-13-april-2020#news2
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-20-april-2020#news2
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-27-april-2020#news1
https://euvsdisinfo.eu/eeas-special-report-update-short-assessment-of-narratives-and-disinformation-around-the-covid-19-pandemic/
https://www.economist.com/graphic-detail/2020/04/07/chinas-data-reveal-a-puzzling-link-between-covid-19-cases-and-political-events
https://foreignpolicy.com/2020/04/01/china-coronavirus-official-figures-underreporting-pandemic-response-xi-jinping/
https://www.scmp.com/news/china/diplomacy/article/3079493/china-wants-its-diplomats-show-more-fighting-spirit-it-may-not
https://dfcme.me/en/dfc-finds-out-a-botnet-arrived-in-serbia-along-with-coronavirus/


 
 
NEW DATA ON CHINESE FDI  IN EUROPE
MERICS re leased i t s  annua l  report  on  Ch inese  fore ign  investment  in  Europe for
2019.  Some in terest ing  t rends  are  underway ,  most  notab ly  the  cont inuous
dec l ine  o f  FDI ,  i t s  concentrat ion  in  four  sectors ,  and i t s  concentrat ion  in
Northern  Europe .
 
 
COUNTINOUS FALL
Chinese  FDI  in  Europe dropped to  €11 .7  b i l l ion ,  a  low f igure  compared to  2017
(€29 .2  b i l l ion )  and 2016 (€37 .3  b i l l ion ) .  In  fac t ,  th is  number  on ly  s l i ght l y
over takes  2012 leve ls  (€10 .2  b i l l ion ) .  The  downward t rend makes  sense ,  in  the
context  o f  Be i j ing  adopt ing  rest r i c t ions  to  curb  “ i r ra t iona l ”  out f low of  cap i ta l  in
2017-2018.  Th is  made i t  more  d i f f i cu l t  for  Ch inese  companies  to  ra ise  fund ing
and get  approva l  to  invest  abroad .  The  decrease  i s  a l so  re la ted  to  new EU
regu la t ion  on investments .
 
 
DECREASING INFLOWS TO THE BIG THREE
Northern  Europe over took  the  ‘B ig  Three ’  ( F rance ,  Germany ,  UK)  in  a t t ract ing
Chinese  investment .  The  former  rece ived 53% of  investments ,  wh i le  the  la t ter
dropped to  34%,  down f rom 45% in  2018 and 71% in  2017 .  F in land and Sweden
are  the  b ig  ‘w inners ’  here .  F inn ish  company  Amer  was  bought  by  Anta  for  €4 .6
b i l l ion ,  wh i le  Ch ina ’ s  Evergrande invested  €830 mi l l ion  in  Swedish  company
NEVS.  Southern  Europe and the  Bene lux ’ s  shares  dropped ,  wh i le  Eastern
Europe ’s  share  o f  investment  increased ,  but  jus t  bare ly ,  by  1%.  However ,  most  o f
the  investment  in  Eastern  Europe was  in  Romania ’ s  Nuc leare lect r i ca ,  a  dea l
cance l led  in  la te  2019 ,  a f ter  the  change in  the  Romanian  government .
 
 
CONSUMERS,  SERVICES,  ICT
Chinese  FDI  in  2019 were  a lso  cons iderab ly  concentrated ,  as  80% of  i t  was  spent
in  jus t  four  sectors .  40% of  i t  was  focused on consumer  products  and serv ices ,
20% was  invested  in  ICT ,  13% went  to  the  automot ive  sector ,  and 8% went  to
t ransport ,  u t i l i t ies ,  and in f ras t ructure .  The  cont inuous  investment  in  ICT  shows
that  Ch ina  mainta ined in terest  in  European tech  companies  and the i r  know-how.
 

THREAD 3
 

CHINESE INVESTMENTS TO EUROPE - TRENDS AND
PROSPECTS
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KEY SUMMARY



PRIVATE POWER
Investment  f rom Ch inese  s ta te -owned enterpr ises  (SOEs )  dropped dramat ica l l y
to  11%,  down f rom 41% in  2018 and 72% in  2017 .  I t  i s  the  lowest  leve l  o f  SOE
investment  over  the  past  decade .
 
 
INVESTMENT APPETITE  AND COUNTERMEASURES
The beg inn ing  o f  Apr i l  saw increased in terest  f rom Ch inese  SOEs  and pr i va te
f i rms for  investment  proposa ls  on  targets  in  Europe .  Th is  comes amidst  a  23%
drop of  the  European index .  Fears  o f  takeovers  in  s t ra teg ic  sectors  prompted EU
Commiss ioner  Margrethe  Vestager  to  encourage  member  s ta tes  to  buy  s takes  in
s t rugg l ing  companies ,  echo ing  ca l l s  by  the  Commiss ion  f rom March  to  beef  up
defens ive  measures .  I ta l y ,  Spa in ,  and Germany  were  the  main  countr ies  mov ing
to  protect  the i r  industr ies ,  but  Hungary  may  a lso  take  a  d i f ferent  route  as ,  w i th
new powers  acqu i red  amid  the  COVID-19  cr i s i s ,  the  government  o f  V ik tor  Orbán
moved to  c lass i f y  deta i l s  o f  the  large ly  Ch inese- funded Budapest -Be lgrade
ra i lway  pro ject .
 
 
R&D CHALLENGE
Non-equ i ty  investments  grew rap id ly ,  espec ia l l y  in  jo in t  research  and
deve lopment  (R&D)  par tnersh ips  between Ch inese  and European companies ,
un ivers i t ies ,  and sc ience  hubs .  The  benef i t s  are  that  cooperat ion  may  prov ide
breakthroughs  in  techno log ies ,  know-how,  products ,  and serv ices .  The  potent ia l
d isadvantage  i s  that  R&D par tnersh ips  may  leave  sens i t i ve  European techno logy
exposed ,  mean ing  Ch ina  may  ga in  access  to  tech  that  cou ld  potent ia l l y  have  a
dua l -use .  Human r ights  i s  another  i ssue ,  in  the  unfor tunate  c i rcumstance  where
the  acqu i red  tech  cou ld  be  used for  surve i l l ance  or  prosecut ion ,  such  as  in
reg ions  l i ke  X in j iang .
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REVERSING THE TREND?
 
Chinese FDI to Europe continued to fall in 2019, but there have been signs of interesting
adjustments of destinations, sector focus, and limited participation of Chinese state owned
enterprises in overall investments to Europe. However, the outbreak COVID-19 and the
subsequent economic crisis may prove to be game-changers. After all, the last wave of rapid
increase of Chinese FDI in Europe was linked to the Global Financial Crisis and the Eurozone
crisis, and continued until it culminated in a flurry of M&As in 2016. Also, the current economic
hardship may encourage many struggling companies to become more open to foreign
investments and vulnerable to takeovers. Interest from Chinese actors is there: in April bankers
noticed a spike in requests from Chinese firms and funds for proposals on European
investment targets.

OUR COMMENTS



 
EU BEEFING UP DEFENCES
 
But the Europe of today is not the Europe of 2008. Already very early on in the crisis, in March,
the Commission asked the member states to approach the issue of non-EU investments and
takeovers amid the corona-crisis with great caution and make full use of available investment
screening mechanisms. Such calls for caution continued in April, as the Commission, particularly
Commissioner Vestager, urged increasing defensive measures against non-EU takeovers in
strategic, vulnerable companies and even buying stakes in those companies to ensure their
resistance. While many countries heeded the call, as described in the summary above, the
Commission considers going even further by launching an investment mechanism as part of the
next budget. InvestEU could include a €12 billion fund aimed at incentivising buying stakes,
particularly in companies in poorer member states. But whether this is going to indeed limit the
non-EU (Chinese) investments remains to be seen, given what we observe in Hungary or a
buyout of a majority stake of a majority stake (increasing ownership from 30% to 57%)   by
China’s CITIC Group in the Czech Republic’s largest domestic media agency, Médea.
 
CHALLENGING NEGOTIATIONS
 
The negotiation process on the EU-China Comprehensive Agreement on Investments is bound
to be affected by those dynamics, paired with still ongoing debates about Huawei’s participation
in rollout of 5G in EU member states and the postponement (or possible cancellation) of key
political EU-China events, including the Leipzig Summit. After a coronavirus-induced break, the
two sides proceeded with the 28th round of negotiations between April 20-24th via video
conference, with the next round of negotiations scheduled between 25th and 29th of May. Still,
many key questions—including the EU’s calls for Chinese SOEs to behave commercially when
engaging in commercial activities—remain unresolved. Given all the circumstances, rapid
progress will not be easy.
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Chinese FDI  in  Europe is  Dwindl ing,  but  COVID-19 Could Reverse That  [Apri l  13]

EU Reassesses  i ts  Relat ionship with China [Apri l  20]

Repatr iat ion or  Diversi f icat ion -  How Much Global isat ion Wil l  the EU Give Up?
[Apri l  27]

 

 

 

RELATED NEWS IN WEEKLY BRIEFINGS

https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-13-april-2020#news1
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-20-april-2020#news3
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-27-april-2020#news3
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Chinese  FDI  in  Europe :  2019 Update  -  MERICS  (Agatha  Kratz ,  Mikko  Huotar i ,  Th i lo
Hanemann,  Rebecca  Arcesat i ) ,  Apr  8

Ch ina ’ s  Corporates  Are  Gear ing  Up in  Europe for  M&A Barga ins  -  B loomberg ,    Apr  7

Vestager  urges  s takebu i ld ing  to  b lock  Ch inese  takeovers  -  F inanc ia l  T imes  ( Jav ier
Esp inoza ) ,  Apr  12

China  moves  to  keep EU investment  ta lks  on  t rack  -  SCMP (S tuar t  Lau) ,  Apr  18

Europe I s  Tak ing  a  Harder  Look  a t  Ch ina  A f ter  V i rus  Susp ic ions  -  B loomberg  (Patr i ck
Donahue and An ia  Nussbaum) ,  Apr  17

 

 

 

 

SELECTED READINGS

https://www.merics.org/en/papers-on-china/chinese-fdi-in-europe-2019
https://www.bloomberg.com/news/articles/2020-04-07/china-s-corporates-are-gearing-up-in-europe-for-m-a-bargains
https://www.ft.com/content/e14f24c7-e47a-4c22-8cf3-f629da62b0a7
https://www.scmp.com/news/china/diplomacy/article/3080563/china-moves-keep-eu-investment-talks-track
https://www.reuters.com/article/us-china-britain-imaginationtechnologies/west-must-do-more-to-stop-china-buying-up-technology-former-uk-spy-chief-idUSKCN21Y1HR
https://www.bloomberg.com/news/articles/2020-04-17/europe-is-taking-a-harder-look-at-china-after-virus-suspicions


 
 
EU’S  DEPENDENCE ON CHINESE PHARMA
COVID-19 h igh l ighted Europe ’s  dependency  on  medic ine  produced in  Ch ina .
Ch ina  accounts  for  70% of  the  ingred ients  in  medic ines  and 80%-90% of  g loba l
suppl ies  o f  ingred ients  for  ant ib iot i cs .  The  main  reasons  beh ind th is  are  cheap
product ion  costs  in  Ch ina  and s t r i c t  EU patent  law.  In  response ,  EU Hea l th
Commiss ioner  S te l la  Kyr iak ides  announced on Apr i l  23  that  the  EU wi l l  dra f t
p lans  to  repatr ia te  medic ine  product ion ,  notab ly  f rom Ch ina .
 
 
WIDER PICTURE
Dependency  on  medica l  supp l ies  and prob lems w i th  supply  cha ins  dur ing  the
pandemic  have  prompted w ider  re -examinat ion  o f  the  s ta tus  quo.  Ch ina  cer ta in ly
p lays  a  cr i t i ca l  ro le  in  g loba l  supp ly  cha ins ,  amass ing  one th i rd  o f  g loba l
in termediate  product  manufactur ing .  In  fac t ,  an  asymmetr ica l  re la t ionsh ip  has
formed,  where  Ch ina  exports  h igh-va lue  products  (a lbe i t ,  in  many  cases ,  as  an
assembl ing  country )  to  the  EU,  but  imports  fewer  goods  in  re turn .
 
 
DIVERSIFICATION IN THE MAKING
Commiss ioner  for  In terna l  Market  Th ierry  Breton announced that  the  EU wi l l
seek  to  d ivers i f y  i t s  supp ly  cha ins  and remove r i sks  o f  in terrupt ions ,  wh i le  a l so
boost ing  i t s  domest ic  industr ia l  capac i ty  in  other  sectors ,  so  as  to  decrease
re l iance  on Ch ina .  He  argued the  EU must  reassess  the  v iab i l i t y  o f  i t s  supp ly
cha ins ,  d i vers i f y  i t s  sources ,  and cut  the  r i sks  o f  in terrupt ions .
 
 
REALISTIC  HOGAN
EU Trade Commiss ioner  Ph i l  Hogan i s  not  on  board  w i th  p lans  that  would  fu l l y
br ing  back  manufactur ing .  He  sa id  the  EU must  acknowledge the  “s imple  fac t  that
we w i l l  not  be  ab le  to  manufacture  every th ing  loca l l y ” ,  wh i le  ma inta in ing  an  open
trade po l i cy  a t  the  g loba l  leve l .  To  fur ther  d ivers i f y  i t s  supp ly  cha ins ,  Hogan
suggested the  EU shou ld  take  advantage  o f  i t s  arsena l  o f  b i la tera l  t reat ies  w i th
deve lop ing  countr ies .
 
 
 
 

THREAD 4
 

EU-CHINA SUPPLY CHAINS REVISITED
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KEY SUMMARY



OPPORTUNITY FOR CEE?
Another  opt ion  may  l ie  w i th in  the  EU i t se l f .  Bu lgar ian  Deputy  PM Tomis lav
Donchev  lobb ied  for  Eastern  European countr ies  to  rep lace  Ch ina  in
manufactur ing .  Donchev  po inted  to  the  comparat i ve  advantages  o f  hav ing
industr ies  w i th in  the  EU ’s  terr i tory  and deve lop ing  cr i t i ca l  manufactur ing  that
cou ld  he lp  to  a l lev ia te  d i f ferences  between Eastern  and Western  Europe ,  wh i le
a lso  ensur ing  l i ves ,  jobs ,  and wea l th  are  sa feguarded.
 
 
EU BUSINESS IN CHINA NOT KEEN
But  Many  European companies  th ink  Ch ina  i s  s t i l l  the  fu ture .  European
companies  in  Ch ina  seem to  be  re luctant  about  the  idea  o f  mov ing  the i r
operat ions .  Jörg  Wuttke ,  the  head o f  the  EU Chamber  o f  Commerce  in  Ch ina  sa id
manufacturers  w i l l  not  f ind  mov ing  out  an  easy  or  economica l l y  e f f i c ient  task ,
due  to  the  d i f f i cu l ty  o f  mov ing  h igh- tech  e lements .
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SPUTNIK MOMENT OF MASK DIPLOMACY
 
Amid the pandemic, the EU’s supply chain dependency on China’s medical equipment
production became all too apparent, particularly given that China seems to have tied access to
exports of high-quality equipment to political relations, as shown by reports from Germany and
the Dutch case. And China’s willingness to politically weaponise such supply chains will definitely
leave a mark on the European decision makers’ approach to the matter. At the same time, such
dynamics also limit how outspoken the EU member states decide to be towards China amid the
pandemic.
 
STRATEGIC DIVERSIFICATION
 
But the reconsideration of the dependency doesn’t stop with health equipment. Disruptions to
the supply chains that European companies noted in the first quarter of this year span different
sectors and made many calls for reconsideration of overdependence on China. This doesn’t
mean large-scale repatiarion plans. Such a solution would be costly and counterproductive
given that many European companies eye the future market in China. Also, as the key
proponent of free trade, the EU isn’t in a position to support protectionist repatriations. That is
why Brussels is opting to support strategic diversification, which is a welcomed realisation of
the need for limiting dependency on one country-based supply chains. Consequently, this may
be good news for the CEE and South-East Asia, which stand out as potential benefactors. Don't
expect dramatic moves but, rather, a strategic correction.
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PRAGMATIC DISCONTENT
An important  p iece  o f  c r i t i c i sm came f rom Emmanuel  Macron ,  who cast  doubt  on
Apr i l  16  about  the  number  o f  reported  cases  and deaths  in  Ch ina .  H is  s ta tement
came just  one  day  a f ter  the  Ch inese  ambassador  was  summoned for  c la iming
that  French nurs ing  home workers  had abandoned the  e lder l y .  In  Br i ta in ,  Fore ign
Secretary  Domin ic  Raab s ta ted  that  the  re la t ionsh ip  w i th  Ch ina  a f ter  the
pandemic  w i l l  not  be  “bus iness  as  usua l ” ,  wh i le  a  former  head o f  the  MI6  ca l led
for  the  UK to  prevent  Ch inese  takeovers  in  the  tech  industry .  In  Germany ,  a
leaked document  f rom Apr i l  12  ind icated  Ch inese  o f f i c ia l s  approached German
MFA of f i c ia l s  and inv i ted  them to  speak  pos i t i ve ly  about  Ch ina ’ s  response  to  the
v i rus .  On Apr i l  20 ,  Ange la  Merke l  sa id  that  “ the  more  t ransparent  Ch ina  i s  about
the  or ig in  o f  the  v i rus ,  the  bet ter  i t  i s  for  everyone in  the  wor ld  in  order  to  learn
f rom i t ” .  In  the  Czech Republ i c ,  an  ana lys is  commiss ioned by  the  Min is t ry  o f
Fore ign  A f fa i rs  on  Apr i l  21  accused Ch ina  o f  w i thho ld ing  in format ion  about  the
v i rus  and at tempt ing  to  sabotage  the  West .
 
 
SIGNS OF PUSHBACK
The pushback  goes  beyond mere  rhetor ic .  Sweden shut  down i t s  las t  Confuc ius
Inst i tu te  on  Apr i l  21st ,  three  days  before  Gothenburg  cance l led  i t s  s i s ter -c i t y
agreement  w i th  Shangha i .  Soon a f ter ,  the  European Commiss ion  i ssued a
“concept  note ”  to  member  s ta tes ,  encourag ing  them to  h i re  c i v i l i an  spy-catchers
in  European un ivers i t ies ,  in  order  to  prevent  fore ign  in ter ference  in
internat iona l  research  co l laborat ions .  Fur thermore ,  the  Commiss ion  launched a
webs i te  ded icated  to  f ight ing  d is in format ion ,  wh i le  the  EEAS s tar ted  to  prov ide
regu lar  ant i -d is in format ion  reports .  So  far ,  three  have  been pub l i shed ,  on  March
19 ,  Apr i l  1 ,  Apr i l  24 .
 
 
NEIGHBOURHOOD PUSHBACK
In  response  to  “mask  d ip lomacy”  in  the  Western  Ba lkans ,  the  EU p ledged €40
mi l l ion  on  March  30  to  a  set  o f  Western  Ba lkan  countr ies  to  f ight  d is in format ion .
Another  €140 mi l l ion  was  o f fered to  countr ies  in  the  Eastern  Par tnersh ip  and a
fur ther  €374 mi l l ion  in  ex is t ing  fund ing  packages  was  rea l located for  combat t ing
the  economic  e f fec ts  o f  the  ep idemic .  On Apr i l  29 ,  the  EU p ledged another  €3
b i l l ion  in  favorab le  loans  to  i t s  Ne ighbourhood to  he lp  w i th  economic  recovery
a f ter  the  pandemic  ( f rom which  Serb ia  was  exc luded ,  a f ter  i t s  Ch ina- f r iend ly
comments ) .  In  response ,  Serb ian  pres ident  A leksandar  Vuč ić  s ta ted  Serb ia  was
not  in  need of  any  loans .
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TIED HANDS -  MEDICAL RELIANCE
In  sp i te  o f  more  confrontat iona l  rhetor ic ,  many  countr ies  don ’ t  go  very  far  in
esca la t ing  the i r  tens ions  w i th  Ch ina .  Par t ia l l y  to  bu i ld  f ramework  for
in ternat iona l  cooperat ion  amid  COVID-19 ,  many  countr ies  s t i l l  depend on Ch ina
for  the  prov is ion  o f  medica l  supp l ies ,  mean ing  cr i t i c i sm is  un l i ke ly  to  go  beyond
a cer ta in  leve l .  Medica l  supp l ies  appear  to  be  approved on the  bas is  o f  po l i t i ca l
agreements  and d i rect  ca l l s ,  as  happened when Ange la  Merke l  ca l led  X i  J inp ing
d i rect l y ,  wh ich  a l lowed Germany  d i rect  access  to  Moheco ,  a  Ch inese  SOE
produc ing  protect i ve  equ ipment ,  accord ing  to  report ing  f rom Süddeutsche
Ze i tung .  Fur thermore ,  when the  Nether lands  changed the  name of  i t s
representat i ve  o f f i ce  in  Ta iwan on Apr i l  28  ( f rom “The  Nether lands  Trade and
Investment  Of f i ce ”  to  the  “Nether lands  Of f i ce  Ta ipe i ” ) ,  PRC-sponsored newspaper
Globa l  T imes  suggested  the  poss ib i l i t y  o f  suspending  medica l  exports  and
boycot t ing  Dutch  products  in  response .
 
 
MEDIA POLITICS
Harsh  cr i t i c i sm of  Ch ina  came f rom some of  the  European media .  The  Da i l y
Te legraph announced i t  wou ld  remove i t s  PRC-sponsored Ch ina  Watch  co lumn,
whi le  German tab lo id  B i ld  posted  a  v ideo in  wh ich  i t s  ed i tor - in -ch ie f  argued
vehement ly  that  Ch ina  shou ld  pay  for  the  damages  caused by  COVID-19 .  H is
comments  were  re jec ted  by  some for  hav ing  a  xenophobic  character .  On the
other  hand ,  C IT IC  (a  Ch inese  SOE)  acqu i red  a  major i t y  s take  in  one  o f  the  largest
Czech media  groups ,  Médea .
 
 
INTERNATIONAL INVESTIGATION IN THE MAKING
Towards  the  end o f  the  month ,  mul t ip le  wor ld  leaders  agreed to  an  independent
invest igat ion  o f  the  or ig in  o f  the  coronav i rus .  German Chance l lor  Ange la  Merke l
(Apr i l  21 )  and Austra l ian  PM Scot t  Morr i son (Apr i l  22 )  were  the  f i rs t  ones  to
make a  ca l l  for  an  in ternat iona l  invest igat ion  team.  Later ,  on  Apr i l  30 ,  Sweden
announced ,  through Hea l th  Min is ter  Lena  Ha l lengren ,  that  i t  w i l l  ask  the
European Commiss ion  to  jo in  the  ca l l s  for  an  invest igat ion .  F ina l l y ,  Commiss ion
Pres ident  Ursu la  von der  Leyen announced on May  1  that  she  backs  the  creat ion
of  a  t ransparent ,  in ternat iona l  body  to  t race  the  or ig in  o f  the  v i rus .
 
 
EEAS SCANDAL CHRONOLOGY
The EEAS came under  f i re  a f ter  Po l i t i co  reported  about  a  d is in format ion  report
run by  i t s  EUvsDis in fo  team.  The  report  was  a l leged ly  de layed and then watered
down,  a t  the  express  request  o f  Ch inese  o f f i c ia l s ,  be fore  be ing  re leased to  the
publ i c  on  Apr i l  24th .  The  two most  important  e lements  miss ing  f rom the
publ i shed report  were  re ferences  to  Ch ina  runn ing  a  “g loba l  d is in format ion”
campaign  and the  Ch inese  cr i t i c i sms o f  France ’s  react ion  to  the  pandemic .  The
report  was  p icked up by  other  news media ,  wh ich  created  f r i c t ion  between
journa l i s ts  and EEAS spokesperson Peter  S tano .  The  la t ter  impl ied  those  who
saw the  a l leged in f luence  o f  Be i j ing  in  the  report  have  a  “h idden agenda” .
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BORRELL ’S  GRILLING
High Representat i ve  Josep Borre l l  was  summoned on Apr i l  30  for  a  hear ing  a t
the  European Par l iament ’ s  AFET  commit tee ,  where  he  was  gr i l l ed  over  the
a l leged Ch inese  in ter ference .  Borre l l  acknowledged pressure  f rom Be i j ing
ex is ted ,  but  re jec ted  c la ims  that  the  EU y ie lded to  sa id  in f luence ,  v iewing  i t  as  a
typ ica l  case  o f  d ip lomacy .  He  argued there  were  two reports ,  one  in terna l  and
one for  the  pub l i c ,  wh ich  were  s l i ght l y  d i f ferent .  H is  exp lanat ions  were  most l y
we l l - rece ived ,  spec i f i ca l l y  by  MEP ’s  w i th  prev ious  exper ience  in  fore ign  a f fa i rs .
 
 
VARRYING EACTIONS
The gr i l l ing  drew a  var ie ty  o f  react ions .  Commiss ion  Pres ident  Ursu la  von der
Leyen defended the  EEAS whi le  MEP Re inhard  Büt iko fer  (Cha i r  o f  the  De legat ion
for  re la t ions  w i th  the  PRC in  the  European Par l iament )  sa id  the  scanda l  in f l i c ted
damage on Ch ina ’ s  image in  the  EU.  Po l i t i co ’ s  ma in  EU correspondent ,  F lor ian
Eder ,  h igh l ighted  that  Borre l l  d id  not  acknowledge any  mishandl ing ,  wh i le  Borre l l
h imse l f  recogn ised two days  a f ter  the  hear ing  in  an  in terv iew w i th  Le  Journa l  du
Dimanche that  Europe had been “a  l i t t le  na ive ”  on  Ch ina .
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DISCONTENT AND CHINA RETHINK
 
The circumstances are pushing Brussels and other European capitals to reevaluate their
approach towards China. The COVID-19 pandemic exposed their dependencies on supply
chains, the underlying systemic rivalry between the EU and China, and the challenges of
cooperating with a non-transparent partner who doesn’t shy away from deploying
disinformation tactics. Consequently, multiple European leaders have been voicing their
discontent with Beijing. However, their way of communicating has been less confrontational and
characterised by low-key diplomacy style. Let’s be clear: growing discontent is not synonymous
with confrontation. Europe is reliant on medical supplies from the PRC (and Beijing expressed
its willingness to politically weaponise this reliance) and is trying to build an international
framework for a multilateral response to the challenge of the COVID-19 and corona-crisis.
 
BETWEEN A ROCK AND A HARD PLACE
 
With this last task, the EU finds itself between a rock and a hard place. On the one hand,
Washington wants Brussels to be more aggressive while trying to cover up mismanagement of
the response to COVID-19 by its own administration and undermining efforts to build a
multilateral response. On the other hand, Beijing behaves as if it did nothing wrong and deploys
its offensive defence tactics, including wolf-warrior diplomacy and disinformation efforts. Amid
the outbreak of COVID-19, the tensions between the United States and China have been
growing alarmingly and these are stormy seas for the EU to navigate.
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INTERNAL AUDIT NEEDED
 
However, acknowledgement that the EU has been “a little naive” about China and that the EU
and China want different types of multilateralism, as mentioned by High Representative Borrell,
is not enough. The EEAS disinformation report controversies and the closely following scandal,
related to censorship of the message from the EU Delegation in China Daily, pose a question:
What communication strategy will be most effective in dealing with a multifaceted relationship
with China? Such actions show a willingness to move in confrontational and cooperative
directions at the same time. Such a description naturally captures the complex nature of EU-
China relations, but it requires a nuanced, thought-through response that will be acted upon.
The EU-China Strategic Outlook of 2019 was painted as such a step but now, a year on, only one
of ten action points from the document has been achieved. Clear-eyed acknowledgement of EU-
China dynamics is only the first step towards a China rethink. An internal audit is needed.

https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-20-april-2020#news3
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-27-april-2020#news1
https://www.ft.com/content/3ea8d790-7fd1-11ea-8fdb-7ec06edeef84
https://hongkongfp.com/2020/04/12/beijing-tried-to-make-german-officials-praise-china-over-coronavirus-outbreak-report/
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https://www.politico.eu/article/parliament-grills-borrell-over-handling-of-china-disinformation-report/
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