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Given China’s rapidly rising importance on the global stage, it is now more important than
ever for EU-China relations to be better understood not only by an inner circle of
professionals and enthusiasts, but also by politicians, business people, and the general
public. 

This is especially true as Europe struggles to embrace the complexity of its relationship
with China as a partner, a competitor, and a rival.

We aim to break down this complexity in a digestible format by aggregating the key EU-
China news stories and interviewing important players directly involved in EU-China
relations.
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AUGUST 2020
( JULY 1 - AUGUST 1 )

July saw the continuation of the trends that we have been following over the last few
months within the EU-China relations. Brussels has further securitized relations with
Beijing as the EU has been shaping its responses to the new Hong Kong National Security
Law and to Huawei’s involvement in European markets. In the course of this, the European
capitals have been placing greater emphasis on “systemic rivalry” and enhancing
coordination on China. However, we are still far from seeing a coherent European China
policy.

At the same time, throughout July, the EU has been trying to maintain a delicate balance
between Beijing and Washington as the tensions between the two have been intensifying.
Washington’s new “free world vs. China” campaign has caused quite a commotion, adding
to the negative outlook in global affairs. The EU continues to emphasize its alignment with
the US in terms of shared values and assessment of China, but it disagrees with
Washington’s methods. This is consistent with the EU’s “Sinatra Doctrine,” in which the EU
protects and promotes its own interests and values amidst the Sino-American competition
by finding a delicate balance between the two superpowers.

There have also been new developments in the CAI negotiations. The discussions held
during the 8th High-level Economic and Trade Dialogue are likely the last possible chance
of concluding the negotiations in 2020, and reflect the EU’s growing impatience towards
China. Success on this front could provide momentum to counter the worsening of the
EU-China relations.

As we enter August, we look forward to monitoring and analyzing the build-up to a high-
level videoconference between President Charles Michel, President von der Leyen,
Chancellor Angela Merkel, and President Xi Jinping on September 14th.

In the meantime, we wish you a very enjoyable summer period and hope to see you here
next month!

Enjoy and stay safe!

Grzegorz Stec
Founder of EU-China Hub

WELCOME TO THE MONTHLY EU-CHINA REPORT!
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Huawei  has  seen an increasingly  chal lenging environment in  Europe throughout  July .
In  the  UK ,  the  government  i ssued a  p lan  that  would  complete ly  phase  out  Huawei  tech  in  5G
networks  by  2027 .  There  are  conf l i c t ing  reports  on  the  mot ive .  Dona ld  Trump c la imed US
sanct ions  on  Huawei  pushed the  Br i t i sh  to  adopt  the  ban (wh ich  was  conf i rmed by  Br i t i sh
government  o f f i c ia l s  in  a  pr i va te  meet ing  w i th  Huawei ) .  However ,  UK o f f i c ia l s  -  inc lud ing
Br i t i sh  Secretary  o f  S ta te  Domin ic  Raab -  pub l i c l y  den ied  be ing  in f luenced by  Wash ington ,
and s ta ted  the i r  in terests  s imply  a l igned .

Important  developments  also  happened in  the EU’s  three biggest  telecom markets .  In
France ,  author i t ies  imposed a  l im i t  on  te lecom operators '  renewal  o f  the i r  ex is t ing
agreements  w i th  Huawei  -  resu l t ing  in  a  de  fac to  ban by  2028 .  In  Germany ,  the  s i tuat ion  i s
more  complex .  DT  (wh ich  i s  a l so  Europe ’s  la rgest  operator )  i s  a  s t ra teg ic  par tner  for    Huawei ,
wh ich  prov ides  65% of  i t s  base  s ta t ions  and antennas .  When news emerged that  Huawei
agreed to  bear  the  costs  o f  any  supp ly  prob lems for  DT  (e .g .  US  sanct ions ) ,  d i v i s ions  across
the  German po l i t i ca l  spectrum were  h igh l ighted .  Chance l lor  Ange la  Merke l  has  been res is t ing
pressures  to  ban Huawei  ( l i ke l y  a  s t ra teg ic  cho ice  meant  to  avo id  undermin ing  re la t ions  w i th
Ch ina ) ,  but  th is  drew cr i t i c i sm f rom heavyweights  such  as  Fore ign  Min is ter  He iko  Maas ,
Merke l ’ s  potent ia l  successor  Norbert  Röt tgen ,  and even a  Bundestag  coa l i t ion .  In  I ta l y ,  the
country ’ s  b iggest  te lecom operator  T IM un i la tera l l y  exc luded Huawei  f rom i ts  tender  on  5G
equipment .  The  I ta l ian  government  was  d iv ided on how to  ac t  a t  f i r s t  but  la ter  moved to  send
operators  a  secret  note  that  imposed extra  overs ight  over  the i r  cho ice  o f  supp l iers .

A July  24  report  on the status  of  5G Toolbox implementation  by  member  s ta tes  showed
that  a  ma jor i t y  o f  member  s ta tes  have  yet  to  prov ide  re form p lans  on  assess ing  h igh-r i sk
suppl iers  and on ensur ing  d ivers i t y  o f  supp l iers ,  both  o f  wh ich  are  cr i t i ca l  i ssues  for  Huawei .
For  our  fu l l  readout  o f  the  report ,  c l i ck  here .
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UK -  No new Huawei  5G k i t  s tar t ing  2021 ,  and a l l  ex is t ing  equ ipment  w i l l  be  phased
out  by  2027 .  However ,  te lecoms us ing  Huawei ’ s  2G ,  3G,  and 4G tech  can  keep us ing
i t .

14 member states  reported  the i r  exposure  to  h igh-r i sk  supp l iers  i s  e i ther  Medium
or  H igh .  8  member  s ta tes  have  not  prov ided any  data .

The ban was said  to  cost  £2  bi l l ion and delay the rol lout  of  5G by 2-3  years .  BT
(UK ’s  la rgest  operator )  countered that  i t  wou ld  cost  no  more  than £500 mi l l ion ,  wh i le
Er icsson sa id  the  phase-out  cou ld  be  done before  2027 .

France -  Huawei  cou ld  be  de  fac to  banned by  2028 .  French author i t ies  a l leged ly
banned te lecom operators  f rom renewing  the i r  contracts  w i th  Huawei .  Current
l i cense  span f rom 3-8  years  in  length .

Germany -  DT operates  in  50  countr ies  (17  in  EU)  w i th  184 mi l l ion  c l ients .  Huawei
prov ides  65% of  DT ’ s  base  s ta t ions  and antennas ,  and i t  i s  current l y  work ing  on
upgrad ing  DT ’s  4G networks  o f fer ing  DT  a  ‘ care- f ree  package ’ .

https://www.ft.com/content/997da795-e088-467e-aa54-74f76c321a75
https://www.theguardian.com/technology/2020/jul/18/pressure-from-trump-led-to-5g-ban-britain-tells-huawei
https://www.bbc.com/news/uk-politics-53489610
https://www.reuters.com/article/us-france-huawei-5g-security-exclusive-idUSKCN24N26R
https://www.politico.eu/article/deutsche-telekom-huawei-us-security-measures/
https://www.reuters.com/article/us-germany-telecoms-5g/german-minister-casts-doubt-on-huawei-participation-in-5g-build-out-idUSKBN1XE2EB
https://twitter.com/n_roettgen/status/1280406858465935361?s=21
https://www.handelsblatt.com/politik/deutschland/zukunftstechnologien-telekom-schuldet-uns-eine-erklaerung-koalitionspolitiker-kritisieren-abhaengigkeit-von-huawei/25984634.html?share=twitter&ticket=ST-1250246-h2GgkBnVhuOyc0aGrmuh-ap4
https://www.reuters.com/article/us-huawei-tech-5g-italy-brazil-exclusive-idUSKBN24A2AE
https://formiche.net/2020/07/italian-government-split-chinese-5g-tech-adoption/
https://formiche.net/2020/07/italy-5g-security-measures-impair-huawei-zte/
https://ec.europa.eu/commission/presscorner/detail/en/ip_20_1378
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-27-july-2020#news1
https://www.politico.eu/article/deutsche-telekom-huawei-us-security-measures/
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-20-july-2020#news1
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-27-july-2020#news1
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-6-july-2020#news5


The UK has  taken a  ser ies  of  steps  that  may serve as  an inspirat ion for  EU member  s ta tes
seek ing  to  cra f t  a  po l i cy  s tar t ing  f rom the  5G too lbox ,  espec ia l l y  as  ant i -Huawei  sent iments
cont inue  to  grow.  The  counter -ba lance  to  the  UK i s  the  German government ,  wh ich  has  exp l i c i t l y
supported  Huawei ’ s  5G ro l lout ,  but ,  as  we w i l l  d i scuss  in  a  separate  news i tem,  Merke l  i s
increas ing ly  becoming  i so la ted  in  her  s tance  on  Huawei  (and Ch ina ,  in  genera l ) .

What is  interest ing to  observe here is  the US factor .  The UK had d iscussed phas ing  out
Huawei  even before  Wash ington ’s  sanct ions  on  the  Ch inese  company .  However ,  pr i va te
conversat ions  between the  UK government  and Huawei  representat i ves  seem to  ind icate  (un less  i t
i s  a  narrat i ve  served spec ia l l y  for  Be i j ing ’ s  ears )  that  US  “geopol i t i ca l  in f luence”  p layed a
s ign i f i cant  ro le  in  London ’s  dec is ion-mak ing .  That  be ing  sa id ,  Br i t i sh  author i t ies  have  pub l i c l y
d ismiss  these  c la ims ,  seek ing  to  present  a  process  complete ly  independent  f rom the  US
inter ference .

As  we ment ioned above ,  a considerable  majority  of  member states  have yet  to  implement
measures  to  address  the  cha l lenge  o f  “h igh-r i sk  vendors , ”  and they  are  unprepared to  ensure
d ivers i t y  o f  prov iders .  For  the  member  s ta tes  that  d is t rust  Huawei ,  the  Br i t i sh  case  may  prove  very
in format ive .  The  UK ’s  dec is ion  came amid  the  growing  S ino-Amer ican  tens ions  and Co ld  War- l i ke
s ide-p ick ing ,  and i t  shows how hard  i t  i s  for  a  country  to  mainta in  a  construct i ve  re la t ionsh ip  w i th
Ch ina  f rom go ing  s ideways  fo l lowing  such a  dec is ion .

One other  thing to  keep an eye on should be the operation costs  o f  s ide l in ing  Huawei .  The
UK government  appears  to  have  overest imated the  costs  and de lays  caused by  bann ing  Huawei ,
accord ing  to  BT  and Er icsson .  I f  that  i s  the  case ,  Huawei  has  even less  ammo for  i t s  case ,  but  bear
in  mind that  both  BT  and Er icsson a lso  have  the i r  agenda .

"As  a  resu l t  o f  US  sanct ions ,  we  have  to  look  w i th  a  c lear -s ighted  perspect i ve . . .  and we
have  taken a  dec is ion  based on that .  [ . . . ]  But  I  don ' t  th ink  there  i s  any  quest ion  o f
s t rong-arming . ”

“F rance ’s  pos i t ion  i s  s imi lar  to  that  o f  Br i ta in ,  but  the  government ’ s  communicat ion  i s
d i f ferent .  [ . . . ]  Huawei  can ’ t  do  much about  i t . ”

5G secur i t y :  Member  S ta tes  report  on  progress  on  implement ing  the  EU too lbox  and s t rengthen ing  sa fety
measures ,  European Commiss ion ,  Ju l  24

UK orders  ban o f  new Huawei  equ ipment  f rom end of  year ,  F inanc ia l  T imes  (George  Parker ,  N ic  F i ldes ,
He len  Warre l l ,  and Demetr i  Sevastopu lo ) ,  Ju l  14

How US rest r i c t ions  drove  Deutsche  Te lekom and Huawei  c loser  together ,  Po l i t i co  (Laurens  Ceru lus ) ,  Ju l  6
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Domin ic  Raab ,  UK 's  Fore ign
Secretary  &  F i rs t  Secretary  o f  S ta te

Reuters '  sources  in  French estab l i shment

“Work  i s  s t i l l  ongo ing  in  many  Member  S ta tes  on  def in ing  the  content  and scope o f  the
measures  and in  some cases ,  po l i t i ca l  dec is ions  s t i l l  need to  be  made in  th is  regard .  In
add i t ion ,  even where  measures  are  in  progress  or  be ing  p lanned ,  not  a l l  Member  S ta tes
have  shared deta i led  in format ion  about  every  measure  “

'QUOTES' PICTURES 1 ,2 ,3 )  Tw i t ter  Prof i le  P ic ture

5G Too lbox  Implementat ion  Report

https://www.scmp.com/economy/china-economy/article/3094371/eu-china-ties-hinge-germanys-political-future-reign-beijing
https://www.politico.eu/article/uk-has-poisoned-relations-with-china-says-ambassador/
https://www.reuters.com/article/us-britain-huawei-bt-costs/bt-says-huawei-ban-can-be-absorbed-in-500-million-pounds-already-earmarked-idUSKCN24F2A2
https://www.lightreading.com/5g/ericsson-huawei-swap-in-uk-will-not-take-five-to-seven-years/d/d-id/762493
https://ec.europa.eu/commission/presscorner/detail/en/ip_20_1378
https://www.ft.com/content/997da795-e088-467e-aa54-74f76c321a75
https://www.politico.eu/article/deutsche-telekom-huawei-us-security-measures/


As Germany started i ts  Counci l  presidency on July  1 ,  Fore ign  Min is ter  He iko  Maas
descr ibed Germany ’s  pres idency  goa ls  a long  the  l ines  o f  so l idar i t y  and sovere ignty .  In  th is
l ine ,  he  argued that  the  EU must  “ speak  w i th  a  s ing le  vo ice  to  Ch ina . ”  But  ach iev ing  th is  w i l l
not  be  easy .

An ECFR survey of  European pol icymakers  suggests  that  Berl in-Paris  col laboration
could lead to  a  more coherent  EU foreign pol icy .  W i th  Germany ’s  in f luence  in  Eastern
Europe and France ’s  in  Southern  Europe ,  the  two cou ld  lead  the  cra f t ing  o f  a  geopol i t i ca l
s t ra tegy  for  Europe amidst  the  US-Ch ina  compet i t ion ,  wh ich ,  a t  least  accord ing  to  France ,
engages  w i th  Moscow to  prevent  i t  f rom becoming  Be i j ing ’ s  a l l y .

However,  the study also  highl ighted that  China does  not  rank highly  in  the agenda of
the EU countr ies .  Whi le  Ch ina  po l i cy  i s  among the  top  5  pr ior i t ies  for  France  and Germany ,
i t  ranks  12th  on  average  for  the  EU27 overa l l ,  w i th  Russ ia  be ing  cons idered (espec ia l l y  in
CEE)  a  more  s ign i f i cant  cha l lenge .  Moreover ,  23  member  s ta tes  are  not  in terested  in
s ign i f i cant l y  chang ing  the  EU ’s  current  po l i cy  on  Ch ina ,  wh ich  sees  i t  as  both  a  r i va l  and a
par tner .

And even Germany itsel f  seems divided on China.  Ange la  Merke l ’ s  commitment  to
mainta in ing  c lose  economic  t ies  w i th  Be i j ing  o f ten  sees  her  tak ing  a  h igh ly  d ip lomat ic  s tance
on sens i t i ve  i ssues  such  as  Hong Kong or  X in j iang .  Over  the  las t  month ,  Merke l ’ s  s tance  on
China  has  drawn cr i t i c i sms across  the  German po l i t i ca l  spectrum.  Norbert  Röt tgen ,  a  ma in
vo ice  in  the  CDU,  sa id  Merke l  promotes  se l f - censorsh ip .  MEP Re inhard  Büt iko fer ,  a  Green
MEP and the  EP  cha i r  o f  the  de legat ion  for  re la t ions  w i th  the  PRC s ta ted  Merke l  does  not
understand that  Ch ina    has  become an  “ increas ing ly  to ta l i tar ian  reg ime w i th  a  c la im to
hegemony . ”  N i l s  Schmid ,  the  fore ign  po l i cy  spokesman of  the  SPD,  Merke l ' s  coa l i t ion  par tner ,
sa id  her  assumpt ions  and po l i cy  towards  Ch ina  were  “beh ind the  t imes”  and her  be l ie f  that
Ch ina  w i l l  change through t rade  i s  “out  o f  date ” .  The  SPD even re leased i t s  own Ch ina  po l i cy
document ,  ca l l ing  for  a  more  “asser t i ve ,  ru les -based ,  and t ransparent ”  re la t ion  w i th  Ch ina .
Nonethe less ,  German industr ies  back  Merke l ’ s  s tance ,  espec ia l l y  the  auto  sector  that  has
operat ions  in  Ch ina .  Over  las t  weeks ,  Vo lkswagen ,  Da imler ,  and Mercedes  a l l  deepened
partnersh ips  w i th  the i r  Ch inese  counterpar ts .

ECFR survey -  Ch ina  ranks  5th  and 4th  for  German and French po l i cymakers
respect i ve ly ,  as  a  po l i cy  pr ior i t y ,  but  i t  i s  on ly  pr ior i t y  #12 for  EU27 overa l l .

GER-CN Future -  77% of  German bus inesses  operat ing  in  Ch ina  sa id  they  are  not
p lann ing  to  move capac i ty  outs ide  o f  Ch ina ,  and 67% sa id  they  p lan  to  fur ther  invest
in  Ch ina  in  the  next  two years .

Pragmatic  View  -  As ide  From Greece ,  Bu lgar ia ,  Cyprus ,  and Eston ia ,  a l l  o ther
member  s ta tes  pre fer  to  mainta in  the  current  pragmat ic  v iew of  Ch ina  as  both  a
par tner  and a  r i va l .

GER-CN Trade -  Wi th  a  t rade  vo lume of  €206 b i l l ion ,  the  S ino-German t rade  re la t ion
is  Germany ’s  la rgest ,  exc lud ing  t rade  w i th in  the  EU -  e .g .  Germany ’s  t rade  w i th  V4
countr ies  exceeds  that  w i th  Ch ina ) .

Merkel  -  S ince  Merke l  f i r s t  became Chance l lor  in  2000 ,  German exports  to  Ch ina
increased f i ve fo ld .  Espec ia l l y  dur ing  the  2008 G loba l  F inanc ia l  Cr i s i s ,  when the  t rade
wi th  Ch ina  he lped the  German economy avo id  a  co l lapse .
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https://www.auswaertiges-amt.de/en/newsroom/news/maas-ecfr/2358716
https://www.ecfr.eu/publications/summary/the_big_engine_that_might_how_france_and_germany_can_build_a_geopolitical_e
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-20-july-2020#news2
https://www.politico.com/news/2020/07/07/germany-china-trade-coronavirus-us-351922
https://www.ft.com/content/bf1adef9-a681-48c0-99b8-f551e7a5b66d
https://www.spdfraktion.de/system/files/documents/positionspapier_china_engl.pdf
https://www.electrive.com/2020/05/29/vw-to-take-over-majority-stake-in-jac-jv/
https://asiatimes.com/2020/07/bmw-alibaba-alliance-to-foster-startups-in-china/
https://www.electrive.com/2020/07/03/mercedes-invests-in-battery-production-with-farasis/
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-20-july-2020#news2
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-13-july-2020#news4


Merkel ’s  commitment to  economic  relat ions  with China is  not  new,  nor  are  the
counterarguments  provided by her  cr it ics .  However ,  recent l y  these  cr i t i cs  acqu i red  more
‘ammo’  for  the i r  arguments :  controvers ies  over  Ch ina  report ing  on  the  v i rus  (a l so  to  WHO) ,  i t s
d is in format ion  campaign ,  and „wo l f  warr ior  d ip lomacy , ”  as  we l l  as  the  repercuss ions  on  Hong Kong
of  the  nat iona l  secur i t y  law.  A l l  these  contr ibuted to  a  sh i f t  on  Ch ina  across  the  German po l i t i ca l
spectrum.  A  potent ia l  change o f  hear t  in  Germany  (wh ich ,  don ’ t  forget ,  a l so  ho lds  the  rotat ing
Counc i l  pres idency  unt i l  the  end o f  2020)  cou ld  have  a  substant ia l  impact  on  the  ongo ing
d iscuss ions  about  a  common EU po l i cy  on  Ch ina .

A s ignif icant,  sudden change in  China pol icy  is  unl ikely  to  happen soon.  Most  member  s ta tes
are  s imply  not  that  in terested  in  chang ing  the  s ta tus  quo ,  as  they  acknowledge the  need for
pragmat ic  engagement  w i th  Ch ina .  To  the i r  end ,  ca l l ing  Ch ina  both  a  negot ia t ion  par tner  and a
sys temic  r i va l  i s  su f f i c ient .

However,  EU seems to  be headed to  a  more coherent  and assert ive  pol icy  on China.  We f ind
s igna ls  in  the  la tes t  EU-Ch ina  Summit ,  the  for t i f i ca t ion  o f  the  s ing le  market ,  the  5G Too lbox ,  new
measures  aga inst  d is in format ion ,  as  we l l  as  the  Whi te  Paper  on  fore ign  subs id ies .  A lso ,  i t  appears
that  Par i s  and Ber l in ,  desp i te  the  de lay ,  managed to  support  an  EU-wide  response  on Hong Kong
as  we l l .  EU i s  headed to  shap ing  common s tance  on  more  controvers ia l  Ch ina  i ssues .  But  a
potent ia l  game-changer  i s  Merke l ’ s  po l i t i ca l  re t i rement  coming  in  2021 .  I f  her  successor  turns  out
to  ho ld  a  very  d i f ferent  s tance  on  Ch ina  -  for  example ,  as  Norbert  Röt tgen does  -  th is  may
s ign i f i cant l y  impact  the  EU 's  d iscuss ion  on  Ch ina .  Another  key  fac tor  i s  the  US e lec t ion  in  the
coming  November .

“For  a l l  the  benef i t s  that  Merke l ’ s  Ch ina  po l i cy  de l i vered in  the  past ,  these  days  i t  i s
beh ind the  curve”

“ [Merke l ]  s t i l l  s t i cks  to  th is  idea  o f  convergence ,  that  as  we deepen our  economic  t ies
wi th  Ch ina ,  i t  w i l l  become more  l ibera l  and western-or iented .  But  that ’ s  jus t  out  o f
date . ”

The B ig  Eng ine  That  Might :  How France  And Germany  Can Bu i ld  A  Geopol i t i ca l  Europe -  European Counc i l
on  Fore ign  Re la t ions  ( Jana  Pug l ier in  and U l r i ke  Es ther  Franke) ,  Ju l  2020

Merke l  comes under  f i re  a t  home for  Ch ina  s tance  -  F inanc ia l  T imes  (Guy  Chazan) ,  Ju l  7

How Dependent  i s  Germany  on Ch ina?  -  Echo-Wal l  (Zhu Y i ) ,  Jun  10
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Re inhard  Büt iko fer ,  Cha i r  o f  EP  De legat ion  on  Re la t ions  w i th  the  PRC

Ni l s  Schmid ,  SPD 's  spokesperson for  fore ign  a f fa i rs  

“ I  have  a lways  been conv inced and I  s t i l l  be l ieve  that  change can  be  ach ieved through
trade”

Peter  A l tmeier ,  German Min is ter  o f  Economic  A f fa i rs  and Energy

'QUOTES' PICTURES 1 ,2 ,3 )  Tw i t ter  Prof i le  P ic tures
4 )  eu2020.de

I t  i s  important  to  have  a" re la t ionsh ip  o f  t rust  where  one can  open ly  say  one 's  op in ions
to  each  other  w i th  mutua l  respect .  [ . . . ]  And there  w i l l  be  d i f ferences  o f  op in ion ,  but  I
hope a lso  common resu l ts . "

Ange la  Merke l ,  German Chance l lor

https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-23-june-2020#news1
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-23-june-2020#news3
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-29-june-2020#news3
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-8-june-2020#news2
https://www.ecfr.eu/page/-/the_big_engine_that_might_how_france_and_germany.pdf
https://www.ft.com/content/bf1adef9-a681-48c0-99b8-f551e7a5b66d
https://www.echo-wall.eu/currents-context/how-dependent-germany-china


The European Counci l  reached a  deal  on July  20  for  the Next  Generation EU recovery
fund and the MFF -  the EU budget  2021-2027.  Before  that ,  w i th  a  ma jor i t y  o f  leaders
seek ing  to  f ind  a  compromise  in  Ju l y ,  Char les  Miche l  i ssued a  compromise  proposa l  o f  €750
bi l l ion  recovery  fund (€500 bn grants ,  €250 bn loans )  and a  budget  decreased f rom €1 .21
tr i l l ion  to  €1 .074 t r i l l ion .  But  f rom the  get -go ,  three  poss ib le  vetoes  were  on  the  tab le :
Hungary  -  wh ich  re fused the  ru le  o f  law cond i t iona l i t y ;  Po land -  wh ich  re fused the  green
condi t iona l i t y ;  and the  Nether lands/ the  Fruga ls  -  wh ich  asked for  unan imi ty  on  the
d isbursement  o f  funds .

The summit  lasted f ive  days  and featured heated negotiat ions.  St i l l ,  in  the  end ,  the
EU27 agreed on a  €750 bn recovery  fund (€390 bn grants ,  €360 bn loans )  and a  €1 .074
tr i l l ion  budget ,  desp i te  cuts  on  fore ign  a id ,  c l imate  protect ion ,  d ig i ta l  t rans i t ion ,  hea l th ,
youth ,  cu l ture ,  research ,  and border  management .    The  agreement  i s  h is tor ic ,  as  the  EU can
borrow money  on  the  markets  and levy  Un ion-wide  taxes  to  repay  the  debt .  Th is  paves  the
way  for  potent ia l  p lans  on  common Union-wide  taxat ion ,  but  i t  cou ld  a lso  resu l t  in  the  euro
becoming  a  reserve  currency .

However,  negotiat ions  are  not  f inished.  As  the  European Par l iament  rev iews  the  Counc i l ’ s
dea l  (w i th  the  power  to  amend the  budget ) ,  EU leaders  w i l l  have  to  sor t  out  two key  prob lems
wi th  MEP ’s .  F i rs t ,  the  ru le  o f  law cond i t iona l i t y  i s  ambiguous  and leaves  much room for
in terpretat ion .  Accord ing  to  one in terpretat ion ,  supported  by  Hungary  and Po land act ing  on
th is  cond i t iona l i t y  wou ld  requ i re  unan imi ty  in  the  Counc i l  (wh ich  would  make i t
unenforceab le ) .  But  accord ing  to  other  in terpretat ion ,  wh ich  i s  supported  by  the  European
Commiss ion  the  recovery  package  has  a  bu i l t - in  ru le  o f  law cond i t iona l i t y ,  wh ich  can  be
enforced by  the  Counc i l  through qua l i f ied  major i t y  (wh ich  would  mean that  Hungary  and
Poland would  not  have  a  b lock ing  minor i t y ) .  Secondly ,  the  d isbursement  governance  i s  a l so
ambiguous .  In  order  to  access  the  recovery  grants  (par t  o f  the  Next  Generat ion  EU) ,  member
states  w i l l  be  requ i red  to  pursue  economic  re forms ensur ing  that  the  funds  don ’ t  get
mismanaged.  But  the  mechan ism is  h igh ly  po l i t i ca l .  I f  one  country  be l ieves  another  s ta te  i s
squander ing  the  money  f rom the  fund ,  the  former  can  take  the  i ssue  to  the  European
Counc i l .  Then ,  the  mat ter  must  be  d iscussed “exhaust i ve ly ”  be fore  the  Commiss ion  makes  a
dec is ion .  What  “exhaust i ve ly ”  means  here ,  remains  unc lear  creat ing  a  potent ia l   loophole .

Overal l ,  tough negotiat ions  are  ahead.  F ind ing  consensus  w i th  the  EP  won ’ t  be  a  wa lk  in
the  park .  Not  on ly  do  MEP ’s  want  a  proper  mechan ism to  t ie  the  money  to  the  ru le  o f  law ,  but
they  a lso  made i t  exp l i c i t  they  want  the  EU budget  to  be  h igher .

Commission’s  Init ia l  Proposal  (May  27 )  -  €750 b i l l ion  recovery  fund (€500 bn
grants ,  €250 bn loans )  +  €1 .1  t r i l l ion  MFF .  Char les  Miche l ’ s  Consensus  Proposa l  -
€750 b i l l ion  recovery  fund (€500 bn grants ,  €250 bn loans )  +  €1 .074 t r i l l ion  ( though
wi th  cuts  in  important  po l i cy  areas )

The European Parl iament did  not  accept  the proposal  for  the  MFF  2021-2027 ,
and   Ru le  o f  Law condi t iona l i t y  i s  s t i l l  unc lear .  I f  QMV is  used to  vote  on  the  ru le  o f
law i ssues  in  the  Counc i l ,  then Hungary  and Po land w i l l  l ack  a  b lock ing  minor i ty .

Final  Agreement  -  €750 b i l l ion  recovery  fund (€390 bn grants ,  €360 bn loans )  +
€1 .074 t r i l l ion

5 Days  of  Negotiat ions  Led to  the  Agreement  -  the  longest  European Counc i l  to
th is  day .

Cuts  were made in  the fol lowing programmes :  Hor izon 2020 ,  InvestEU,  Jus t
Trans i t ion  Fund ,  ne ighbourhood po l i cy ,  So lvency  Support  Ins t rument
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https://g8fip1kplyr33r3krz5b97d1-wpengine.netdna-ssl.com/wp-content/uploads/2020/07/MFF-presentation.pdf
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-27-july-2020#news5
https://www.europarl.europa.eu/about-parliament/en/powers-and-procedures/budgetary-powers
https://www.politico.eu/newsletter/brussels-playbook/politico-brussels-playbook-ursula-on-fire-michel-under-a-bus-stuck-in-a-rutte-malta-mess/
https://www.consilium.europa.eu/en/council-eu/voting-system/qualified-majority/
https://www.politico.eu/article/5-takeaways-from-the-eu-budget-mff-and-recovery-deal-coronavirus/
https://www.europarl.europa.eu/news/en/press-room/20200722IPR83804/eu-long-term-budget-deal-must-be-improved-for-parliament-to-accept-it
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-27-july-2020#news5
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-20-july-2020#news5
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-1-june-2020#news4
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-13-july-2020#news5
https://www.consilium.europa.eu/en/council-eu/voting-system/qualified-majority/
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-27-july-2020#news5


Even before the European Counci l ’ s  Summit,  the Parl iament was c lear  about  i ts  intentions
to l i f t  the cei l ing  of  the EU budget  and to  uphold the rule  of  law.  Weird ly  enough ,  Hungar ian
PM V ik tor  Orbán and Po l i sh  PM Mateusz  Morawieck i  went  home c la iming  v i c tory ,  argu ing  the  EU
won ’ t  hurd le  d isbursement  based on the  ru le  o f  law cond i t iona l i t y .  On the  other  hand ,  both
Char les  Miche l  and Ursu la  von der  Leyen sa id  the  cond i t iona l i t y  i s  there ,  wh ich  i s  bound to  leave
some MEPs  puzz led .  The  EP  w i l l  a l so  f ind  i t se l f  a t  odds  w i th  the  Fruga ls ,  as  i t  seeks  to  create  more
sources  o f  revenue .

Despite  these unresolved issues,  this  deal  is  a  real  breakthrough.  F i rs t  o f  a l l ,  the  EU wi l l
have  more  money  to  spend.  Let ’ s  put  th ings  in  perspect i ve .  The  prev ious  MFF  (2014-2020)  had a
cap o f  €959 .51  b i l l ion ,  wh ich  pa les  in  compar ison to  the  Next  Gen EU and the  MFF  2021-2027 o f
a lmost  €1 .8  t r i l l ion .  Secondly ,  i t  i s  a  breakthrough in  the  sense  that  common debt  w i l l  be  assumed,
which  opens  the  way  for  fur ther  common taxat ion  a t  the  Un ion leve l .  The  dea l  a l so  a l lows  the  euro
to  become a  reserve  currency  s ince  the  common EU debt  created  to  pay  for  the  Next  Generat ion
EU wi l l  be  payab le  up  unt i l  2058 .  A l l  in  a l l ,  wh i le  negot ia t ions  are  ongo ing ,  th is  agreement  shou ld
be ce lebrated  for  the  h is tor ica l  breakthrough that  i t  i s  (once  a l l  negot ia t ions  are  over ,  o f  course ) .

" I t ’ s  the  f i rs t  t ime in  European h is tory  that  our  budget  w i l l  be  l inked to  our  c l imate
ob ject i ve ,  the  f i rs t  t ime that  the  respect  o f  the  ru le  o f  law i s  a  dec is i ve  cr i ter ia  for
budget  spending"

“We have  managed to  avo id  even fur ther  cuts  as  some member  s ta tes  wanted [ . . . ]    But
th is  MFF  i s  a  d i f f i cu l t  p i l l  to  swa l low ,  and I  know th is  house  [EP]  fee ls  the  same way . ”

The EU budget  and recovery  dea l  — in  char ts  -  Po l i t i co  (L i l i  Bayer  and Arnau Busquets  Guàrd ia ) ,  Ju l  27

EU long- term budget  dea l  must  be  improved for  Par l iament  to  accept  i t  -  European Par l iament  ,  Ju l  23

EU crosses  the  Rub icon w i th  i t s  emergency  recovery  fund -  F inanc ia l  T imes  (Mart in  Sandbu) ,  Ju l  22
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Char les  Miche l ,  Pres ident  o f  the  European Counc i l

Ursu la  von der  Leyen ,  EC  Pres ident

[The  European Par l iament ]  w i l l  not  rubber  s tamp a  fa i t  accompl i
EU Par l iament

'QUOTES' PICTURES 1 ,2 ,3 ,5 )  Tw i t ter  Prof i le  P ic tures
4 )EU2017EE Eston ian  Pres idency

[The  recovery  package]  cou ld  have  been bet ter ,  but  i t ’ s  a  very  ambi t ious  pro ject
actua l l y Chr is t ine  Lagarde ,  ECB Pres ident

Pr ior  to  the  negot ia t ions ,  and even dur ing  the  negot ia t ions ,  there  were  some at tempts
to  [ . . . ]  educate  us  about  ru le  o f  law.  We made i t  c lear  that  i t  i s  not  acceptab le  that
anybody  cr i t i c i ze  us ,  the  f reedom f ighters  who came f rom a  very  d i f f i cu l t  per iod  o f
communis t  t imes ,  on  the  ru le  o f  law. Vik tor  Orbán ,  Pr ime Min is ter  o f  Hungary

https://www.europarl.europa.eu/resources/library/media/20200619RES81612/20200619RES81612.pdf
https://www.consilium.europa.eu/en/policies/the-eu-budget/long-term-eu-budget-2014-2020/#:~:text=The%20MFF%20for%202014%2D2020,prices%2C%20excluding%20technical%20adjustments).&text=This%20is%20less%20than%20under%20the%20MFF%20for%202007%2D2013.
https://www.ft.com/content/bd570dde-3095-4074-bd37-18003f2bd3c2
https://www.politico.eu/article/the-eu-budget-and-recovery-deal-in-charts/
https://www.europarl.europa.eu/news/en/press-room/20200722IPR83804/eu-long-term-budget-deal-must-be-improved-for-parliament-to-accept-it
https://www.ft.com/content/bd570dde-3095-4074-bd37-18003f2bd3c2


The Trump administrat ion has  brushed aside cooperation with Europe on China in  the
past .  However ,  th is  seems to  be  chang ing .

In  a  v ideo conference with Mike Pompeo on June 15,  HR Josep Borrel l  suggested
creating an EU-US Dialogue on China.  Borre l l ’ s  suggest ion  came jus t  one  week  a f ter  NATO
Genera l  Secretary  Jens  S to l tenberg  h igh l ighted that  one  o f  the  core  po ints  o f  h is  v i s ion  for
NATO 2030 i s  to  acknowledge the  cha l lenges  posed by  Ch ina .  Whi le  the  HR ’s  idea  i s  not  new
and p i tched w i thout  success  in  the  past ,  on  June  25  Pompeo exh ib i ted  unexpected
enthus iasm for  i t ,  say ing  that  the  US was  “very  in terested” .

In  an attempt to  faci l i tate  greater  cooperation with Europe,  Trump dispatched
Matthew Pot t inger  and Robert  O ’Br ien  on  Ju l y  13  to  ta lk  about  Ch ina  w i th  the i r  counterpar ts
in  I ta l y ,  F rance ,  the  UK ,  and Germany .  In  a  s imi lar  ve in ,  Pompeo went  on  an  o f f i c ia l  v i s i t  to
the  UK on Ju ly  21  hop ing  to  bu i ld  a  coa l i t ion  o f  countr ies  to  “push back ”  aga inst  Ch ina .

Pompeo’s  July  23  speech given at  the Richard Nixon Presidential  L ibrary ,  t i t led
“Communis t  Ch ina  and the  Free  Wor ld ’ s  Future , ”  i s  the  c learest  s ign  o f  the  change in  the  US
pol i cy .  Pompeo lambasted the  “o ld  parad igm of  b l ind  engagement  w i th  Ch ina”  and ca l led  on
the  leaders  o f  democrat i c  countr ies  to  team up w i th  the  US and act i ve ly  push back  aga inst
the  r i se  o f  communis t  Ch ina .  As  for  Europe ,  Pompeo decr ied  “a  NATO a l l y  o f  ours  that  hasn ’ t
s tood up in  the  way  that  i t  needs  to , ”  po int ing  to  Germany ’s  inc l inat ion  to  pr ior i t i ze  economic
re la t ions  w i th  Ch ina .

Hours  after  Pompeo’s  address,  German and Chinese foreign ministers  Heiko Maas and
Wang Yi ,  respect ively ,  held  a  phone cal l .  Wang d iscred i ted  US at tempts  to  conta in  Ch ina ,
wh i le  Maas  re i terated  the  par tner -compet i tor - r i va l  s tance  on  Ch ina .  Wang he ld  a  s imi lar  ca l l
on  Ju l y  29  and on 30  w i th  h is  French and I ta l ian  counterpar t ,  Jean-Yves  Le  Dr ian  and Lu ig i  d i
Ma io .  In  i t ,  Wang re i terated  ca l l s  for  o ther  countr ies  to  “ res is t ”  the  dawn of  a  new Co ld  War .

In  a  blog  post  on July  31,  HR Borrel l  re iterated that  the EU needs to  seek  i t s  own way
amid  the  growing  S ino-Amer ican  r i va l ry .  He  argued that  wh i le  the  EU and the  US are  “po l i t i ca l
cous ins ”  shar ing  a  s imi lar  ax io log ica l  background ,  the  need to  engage  Ch ina  to  “p lanet -s i ze
prob lems”  cannot  be  ignored .  As  such ,  the  EU shou ld  fo l low i t s  own va lues  and in terests ,
wh i le  hop ing  that  the  EU wi l l  g i ve  up  i t s  un i la tera l i s t  approach and jo in  other  democrac ies  in
engag ing  Ch ina  in  an  asser t i ve ,  but  construct i ve  fash ion .

Pompeo expressed support  for  an EU-US Dialogue on China with in  10  days  o f
Bore l l ' s  suggest ion .  The  t ime l ine  underscores  the  mood change in  the  US about
co l laborat ion  w i th  Europe .

However,  Europe may not  jump on the bandwagon.  Accord ing  to  the  ECFR ,  23  EU
member  s ta tes  would  pre fer  to  keep re la t ions  w i th  Ch ina  as  they  are ,  w i th  not  a
s ing le  EU s ta te  pre ferr ing  a  focus  on  the  sys temic  r i va l ry .

Pompeo decried “bl ind engagement”  with China in  the  R ichard  N ixon L ibrary ,  the
l ibrary  o f  the  pres ident  who re -estab l i shed d ip lomat ic  t ies  w i th  the  PRC in  1972 .

Mike Pompeo is  seeking to  recruit  l iberal  democracies  for  a  US- led  campaign
aga inst  the  Ch inese  Communis t  Par ty ,  wh ich  i s  remin iscent  o f  o ld  Co ld  War
narrat i ves .

The change of  heart  on col laboration with the “free world”  on China comes at
a  sens i t i ve  t ime for  Dona ld  Trump.  Ga l lup  has  h is  approva l  ra t ing  a t  38% and he
even suggested  de lay ing  the  e lec t ion  in  November .
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https://www.theatlantic.com/ideas/archive/2020/07/pompeos-surreal-speech-on-china/614596/
https://eeas.europa.eu/headquarters/headquarters-homepage/80898/video-conference-foreign-affairs-ministers-remarks-high-representativevice-president-josep_en
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-15-june-2020#news5
https://www.politico.com/news/2020/07/11/robert-obrien-europe-trip-china-357196
https://www.politico.eu/article/uk-backs-donald-trump-on-china-up-to-a-point-mike-pompeo-dominic-raab-boris-johnson/
https://www.state.gov/communist-china-and-the-free-worlds-future/
https://www.scmp.com/news/china/diplomacy/article/3095161/chinas-foreign-minister-calls-other-nations-resist-taking
https://www.scmp.com/news/china/diplomacy/article/3095339/italy-urged-treat-china-fairly-and-positively-beijing
https://eeas.europa.eu/headquarters/headquarters-homepage/83644/china-united-states-and-us_en
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-3-august-2020#news4
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-27-july-2020#news3
https://news.gallup.com/poll/203198/presidential-approval-ratings-donald-trump.aspx


The change of  heart  in  Washington is  bound to  raise  some eyebrows in  Brussels ,  par t i cu lar l y
because  o f  i t s  t iming .  Wi th  3  months  le f t  unt i l  the  pres ident ia l  e lec t ion ,  observers  suspect  “Ch ina”
serves  as  a  boogeyman for  the  Trump admin is t ra t ion  to  d is t rac t  the  pub l i c  a t tent ion  f rom issues
rang ing  f rom the  h is tor ic  33% p lunge  in  GDP and mishandl ing  o f  the  coronav i rus  cr i s i s  to  race
re la t ions  marked by  B lack  L i ves  Mat ter  protests .  

The real ity  is  that  the Trump administrat ion does  not  have the credibi l i ty  as  a  defender  o f
the  l ibera l  wor ld  order .  The  pres ident ’ s  loose  approach to  the  t ruth ,  the  repeated at tacks  on  both
the  EU and NATO,  h ints  he  may  not  accept  the  resu l ts  o f  the  e lec t ion ,  as  we l l  as  the  d ismant l ing  o f
mul t i l a tera l  ins t i tu t ions  and f l i r t ing  w i th  non-democrat i c  leaders  (among many  others )  have
undermined Europe ’s  t rust  in  th is  admin is t ra t ion .  Even countr ies  l i ke  Japan or  Austra l ia ,  wh ich
have  been more  d i rect  in  c r i t i c i z ing  Ch ina ,  remain  hes i tant  in  fu l l y  jo in ing  the  Trump
admin is t ra t ion  in  i t s  new Co ld  War .

Furthermore,  Trump pol ls  wel l  below his  counter-candidate Joe Biden.  A  new admin is t ra t ion
may  present  bet ter  opportun i t ies  to  co l laborate  on  Ch ina  in  2021 .  To  that  end ,  i t  i s  essent ia l  to
note  that  a  dra f t  o f  the  2020 Democrat i c  Par ty  p la t form says ,  “We be l ieve  Europe i s  our  natura l
par tner  in  manag ing  areas  o f  compet i t ion  w i th  Ch ina  and w i l l  work  to  es tab l i sh  common pr ior i t ies ,
s t ra teg ies ,  and too ls . ”  Wi th  or  w i thout  Trump,  the  EU i s  un l i ke ly  to  re th ink  i t s  Ch ina  po l i cy
rad ica l l y .  As ide  f rom Bu lgar ia ,  Cyprus ,  Es ton ia ,  and Greece ,  a l l  o ther  23  MS pre fer  to  mainta in  the
current  pragmat ic  po l i cy  o f  t reat ing  Ch ina  both  as  a  r i va l  and a  par tner .

“ . . . i f  we  want  to  have  a  f ree  21st  century ,  and not  the  Ch inese  century  o f  wh ich  X i
J inp ing  dreams ,  the  o ld  parad igm of  b l ind  engagement  w i th  Ch ina  s imply  won ’ t  get  i t
done .  We must  not  cont inue  i t  and we must  not  re turn  to  i t . ”

“ I t ’ s  t ime for  f ree  nat ions  to  ac t .  Not  every  nat ion  w i l l  approach Ch ina  in  the  same way ,
nor  shou ld  they .  [ . . . ]  But  I  ca l l  on  every  leader  o f  every  nat ion  to  s tar t  by  do ing  what
Amer ica  has  done –  to  s imply  ins is t  on  rec iproc i ty ,  to  ins is t  on  t ransparency  and
accountab i l i t y  f rom the  Ch inese  Communis t  Par ty . ”

Pompeo ’s  Surrea l  Speech on Ch ina  -  The  At lant i c  (Thomas Wr ight ) ,  Ju l  25

Communis t  Ch ina  and the  Free  Wor ld ’ s  Future  -  US  Department  o f  S ta te  (Mike  Pompeo) ,  Ju l  23

China ,  the  Un i ted  States  and us  -  European Externa l  Act ion  Serv ice ,  Ju l  31
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Mike  Pompeo,  US  Secretary  o f  S ta te
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Mike  Pompeo,  US  Secretary  o f  S ta te

"Prec ise ly  because  we agree  w i th  the  US on many  po ints  on  Ch ina ,  we  regret  that  the
chosen methods  in  terms o f  Amer ican  fore ign  po l i cy  have  la te ly  so  o f ten  been
uni la tera l  in  nature ,  w i thout  consu l t ing  the  EU and ,  a t  t imes ,  harmfu l  in  substance  to
EU in terests . "

Josep Borre l l ,  EU 's  H igh  Representat i ve

https://www.ft.com/content/6d1f3280-c225-4893-a5b0-e79d3e208e81
https://www.ft.com/content/43c65abc-748e-4854-84e8-6aee70d793c2
https://www.demconvention.com/wp-content/uploads/2020/07/2020-07-21-DRAFT-Democratic-Party-Platform.pdf
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-20-july-2020#news2
https://www.theatlantic.com/ideas/archive/2020/07/pompeos-surreal-speech-on-china/614596/
https://www.state.gov/communist-china-and-the-free-worlds-future/
https://eeas.europa.eu/headquarters/headquarters-homepage/83644/china-united-states-and-us_en


The Hong Kong national  security  law entered force on June 30  and quickly  derided
international  outcry  for  i t s  c lampdown on the  c i t y ’ s  f reedoms.  In  par t i cu lar ,  the  law ’s
Ar t i c le  38 ,  wh ich  extends  the  jur i sd ic t ion  o f  the  law to  the  ent i re  g lobe ,  has  ra ised  much
concern  in  the  West .  Fur thermore ,  the  d isqua l i f i ca t ion  o f  12  pro-democracy  cand idates  f rom
running  in  the  leg is la t i ve  e lec t ions  in  September ,  the  arrest  o f  four  Hong Kong s tudents
under  charges  o f  secess ion ism,  and i ssu ing  warrants  for  l i kes  o f  the  US c i t i zen  Samuel  Chu
have  a l ready  demonstrated  how Be i j ing  w i l l  in terpret  the  nat iona l  secur i t y  law.  G iven  the
sens i t i ve  s i tuat ion ,  there  are  even expectat ions  that  Ch ie f  Execut i ve  Carr ie  Lam wi l l  postpone
the  September  e lec t ions  by  a  year .

Albeit  at  a  s low pace,  the European response to  the law crystal l ized through July .  On
Ju ly  2 ,  Ursu la  von der  Leyen was  the  f i rs t  ma jor  EU head to  express  support  for  a  “ conf ident
and [ . . . ]  un i ted  pos i t ion” .  Later ,  on  Ju l y  9 ,  news  emerged that  Franco-German cooperat ion
pushed forward  a  proposa l  to  ban exports  o f  po l i ce  equ ipment  to  Hong Kong ,  as  we l l  as
potent ia l l y  o f fer ing  asy lum to  f lee ing  Hongkongers .  

The f irst  announcement of  a  concrete response came from Josep Borrel l  a f ter  the
Fore ign  A f fa i rs  Counc i l  ( FAC)  meet ing  on  Ju l y  13 .  Top ics  d iscussed inc luded export  bans  on
“sens i t i ve  techno log ies , ”  and suspending  ext rad i t ion  t reat ies  w i th  Hong Kong and creat ing
new v isa  schemes a l lowing  more  access ib le  entry  to  Hongkongers .  Borre l l  ind icated  that
par ts  o f  the  response  package  w i l l  be  adapted at  the  member  s ta te  leve l .  Add i t iona l l y ,  the
Counc i l  announced on Ju ly  27  to  c lose ly  moni tor  the  deve lopment  o f  the  leg is la t i ve  e lec t ions
in  September ,  wh ich  i s  reported ly  ant i c ipated  to  be  un lawfu l l y  de layed by  a  year .

On July  24,  the EU27 foreign ministers  reached an agreement  to  be  implemented at  both
the  EU and member  s ta te - leve l .  Among others ,  the  response  package  cons iders  grant ing
asy lum;  export  contro l  o f  sens i t i ve  equ ipment  and techno log ies  that  cou ld  be  used for
repress ion ,  in tercept ion  o f  communicat ions ,  or  surve i l l ance ;  and scho larsh ips  and academic
exchanges  to  Hong Kong s tudents .  An  important  support  for  the  package  came f rom the
European Par l iament ,  wh ich  exer ted  pressure  f rom the  very  beg inn ing ,  urg ing  the
Commiss ion  and the  Counc i l  to  te l l  Ch ina  that  the  EU wi l l  take  ser ious  measures  i f  the  law i s
not  pu l led .

By comparison,    other  international  react ions  took more direct  stances.  In  the  UK ,  the
government  o f fered  deta i l s  o f  i t s  r ight  o f  res idence  granted to  3  mi l l ion  BN(O)  ho lders  in
Hong Kong ,  on  top  o f  suspending  i t s  ext rad i t ion  t reaty  w i th  Hong Kong (a  dec is ion  a lso  taken
by  Canada) .  The  Un i ted  States  suspended pre ferent ia l  t reatment  and export  l i cense
except ions  to  Hong Kong ,  and banned mi l i tary  equ ipment  and techno logy  sa les .

12 pro-democracy candidates  were banned on Ju ly  30  f rom runn ing  in  the  Hong
Kong Leg is la t i ve  E lec t ions  in  September ,  under  the  new nat iona l  secur i t y  law.

St i l l ,  i t  attracted a  very  assert ive  response from China,  as  the  spokesperson o f
Ch ina ’ s  Miss ion  to  the  EU urged the  European b lock  to  “ s top  meddl ing  in  Hong Kong
af fa i rs  and Ch ina ’ s  in terna l  a f fa i rs  in  any  way ”

The EU response package on Hong Kong leaves  i t  to  the member states  to
decide on asy lum,  but  takes  s teps  to  l im i t  exports  o f  sens i t i ve  tech  and encourages
scho larsh ips  for  f lee ing  s tudents .

The impetus for  the response is  owed to  Franco-German cooperation.  The i r
agreement  on  Ju l y  9  k i ck -s tar ted  the  FAC to  dra f t  a  response  package .

However,  the EU’s  response is  less  confrontational  than those  o f  the  UK ,  US ,  or
Canada .
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https://www.scmp.com/news/hong-kong/politics/article/3091286/hong-kong-government-unveils-details-sweeping-national
https://www.politico.com/newsletters/politico-china-watcher/2020/07/02/china-watcher-hong-kong-beijing-national-security-law-freedom-pompeo-xi-jinping-489694
https://www.theguardian.com/world/2020/jul/29/hong-kong-student-activists-arrested-under-new-security-law
https://www.cnn.com/2020/07/29/asia/hong-kong-security-law-election-intl-hnk/index.html
https://www.nbcnews.com/news/world/hong-kong-issues-arrest-warrant-u-s-citizen-under-new-n1235574
https://www.reuters.com/article/us-china-hongkong-eu/a-confident-united-eu-front-will-have-long-term-effect-on-china-commission-president-says-idUSKBN2432QI
https://www.ft.com/content/3fedcc2c-8636-4ad4-a5bb-7584b0dc2f66
https://eeas.europa.eu/headquarters/headquarters-homepage/82792/foreign-affairs-council-remarks-high-representativevice-president-josep-borrell-press_en
https://www.consilium.europa.eu/media/45222/council-conclusions-on-hong-kong.pdf
https://www.europarl.europa.eu/news/en/press-room/20200706IPR82746/ep-group-leaders-deeply-worried-over-the-situation-in-hong-kong
https://www.gov.uk/government/news/home-secretary-announces-details-of-the-hong-kong-bno-visa
https://www.bloomberg.com/news/articles/2020-07-03/trudeau-suspends-hong-kong-extradition-treaty-on-china-law?utm_campaign=socialflow-organic&utm_medium=social&utm_content=nextchina&utm_source=twitter
https://www.npr.org/2020/07/02/886587827/as-china-imposes-new-hong-kong-law-u-s-and-allies-take-steps-to-retaliate
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-27-july-2020#news2
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-6-july-2020#news1
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-3-august-2020#news2


After  about  a  month of  wait  t ime,  the EU came up with a  Union-wide response to  Hong
Kong.  S ince  fore ign  a f fa i rs  remains  an  area  where  member  s ta tes  re ta in  vast  competences ,  the
package  sketches  some bare  gu ide l ines  on  which  the  EU27 can  bu i ld  up .  Ch ina  a l ready  responded
to  the  package ,  te l l ing  the  EU to  s top  in ter fer ing  in  Ch ina ’ s  in terna l  a f fa i rs  and “ focus  on
mainta in ing  the  sound deve lopment  o f  Ch ina-EU re la t ions . ”

But the existence of  this  package test i f ies  that  member states  are  wi l l ing  to  coordinate
and are  l i ke ly  to  end up mak ing  dec is ions  together  on  responses  on  Hong Kong in  the  future .   We
say  “ in  the  future ”  because  the  arrest  o f  the  four  s tudents  i s  bound to  have  an  impact  on  the  Hong
Kong leg is la t i ve  e lec t ions  that  are  expected in  the  fa l l .  The  EU has  been one o f  the  actors  that
ind icated  i t  wou ld  keep an  eye  on  ensur ing  the  e lec t ions  are  f ree  and fa i r .  Of  course ,  the  ban on
the  12  pro-democracy  cand idates  a l ready  and potent ia l  de lay  meddle  w i th  these  prospects ,  so
Hong Kong i s  bound to  keep be ing  an  important  tes t ing  po int  for  how the  EU def ines  i t s  sys temic
r i va l ry  w i th  Ch ina .

"The  EU wi l l  fo l low c lose ly  the  po l i t i ca l  s i tuat ion  in  Hong Kong in  the  lead-up to  the
Leg is la t i ve  Counc i l  e lec t ions  on  6  September . "

“To  Ch ina ,  the  message  i s  that  the  recent  ac t ions  change the  ru les .  Th is  w i l l  requ i re  a
rev is ion  o f  our  approach and w i l l  c lear l y  have  an  impact  on  our  re la t ions ”

EP group leaders  deep ly  worr ied  over  the  s i tuat ion  in  Hong Kong -  European Par l iament ,  Ju l  6

Counc i l  conc lus ions  on  Hong Kong -  Counc i l  o f  the  EU,  Ju l y  24

Hong Kong e lec t ions :  cand idate  d isqua l i f i ca t ion  faces  in ternat iona l  c r i t i c i sm -  South  Ch ina  Morn ing  Post
(S tuar t  Lau) ,  Ju l  31   
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“We see  a lso  the  in terests  o f  European bus iness  and c i t i zens  in  Hong Kong at  s take  —
and there  cou ld  be  consequences  a lso  for  European c i t i zens  outs ide  Hong Kong ,
because  the  law has  an  ext ra terr i tor ia l  scope . ”

Counc i l  o f  the  EU

Josep Borre l l ,  H igh  Representat i ve  o f  the  EU for
Fore ign  A f fa i rs  and Secur i t y

European Of f i c ia l  for  the  F inanc ia l  T imes
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"We urge  the  EU to  t ru ly  respect  Ch ina ’ s  pos i t ion  on  sa feguard ing  nat iona l  secur i t y  in
Hong Kong and to  s top  meddl ing  in  Hong Kong a f fa i rs  and Ch ina ’ s  in terna l  a f fa i rs  in
any  way . "

Miss ion  o f  the  Peop le ' s  Republ i c  o f  Ch ina  to  the  EU

https://www.fmprc.gov.cn/mfa_eng/xwfw_665399/s2510_665401/2511_665403/t1802168.shtml
https://www.scmp.com/news/hong-kong/politics/article/3095018/hong-kong-elections-will-legislative-council-polls-be
https://www.europarl.europa.eu/news/en/press-room/20200706IPR82746/ep-group-leaders-deeply-worried-over-the-situation-in-hong-kong
https://www.europarl.europa.eu/news/en/press-room/20200706IPR82746/ep-group-leaders-deeply-worried-over-the-situation-in-hong-kong
https://www.scmp.com/news/hong-kong/article/3095413/hong-kong-elections-candidate-disqualification-faces-international


The EU and China have been diverging in  July  on economic  issues,  thus  lessen ing  the
probab i l i t y  o f  reach ing  an  agreement  on  the  Comprehens ive  Agreement  on  Investment  (CA I )
in  the  near  fu ture .  A  key  po int  o f  content ion  i s  SOEs ,  wh ich ,  in  the  peak  o f  the  pandemic ,
were  essent ia l  in  prov id ing  protect i ve  equ ipment ,  produc ing  medic ine ,  and bu i ld ing
hosp i ta ls .  In  Ju l y ,  the  centra l  government  approved a  2020-22  SOE act ions  p lan ,  wh ich  i s
go ing  to  fur ther  boost  the  pos i t ion  o f  the  enterpr ises  in  the  t ime o f  the  economic  recovery
and gear ing  up  amid  US decoupl ing .  Th is  f i t s  a  broader  X i  J inp ing ’ s  v i s ion  o f  centra l i za t ion
(out l ined in  h is  ar t i c le  pub l i shed in  Q iush i  -per iod ica l  pub l i shed by  the  Centra l  Par ty  Schoo l
and the  Centra l  Commit tee  o f  the  Communis t  Par ty  o f  Ch ina-  on  Ju l y  15 ) ,  wh ich  would  see
more  power  in  the  hands  o f  a  fur ther  centra l i zed  Par ty .  The  move has  upset  po l i cymakers  in
Brusse ls ,  who were  urg ing  Be i j ing  to  take  a  more  market -based approach fo l lowing  the  tense
CAI  negot ia t ions  he ld  in  2020 .

On the other  hand,  the EU has  been fort i fy ing i ts  economy.  The  newest  buzzword in
Brusse ls  i s  “open s t ra teg ic  autonomy”  (OAS) ,  wh ich  was  a lso  ment ioned by  Trade
Commiss ioner  Ph i l  Hogan when he  consu l ted  the  EP  In ternat iona l  Trade  Commit tee  on  the
Commiss ion ’s  Trade  Po l i cy  Rev iew.  Hogan deta i led  the  EU hopes  to  res tore  the  ru les -based
g loba l  order ,  but  he  was  adamant  in  argu ing  that  the  wor ld  changed s ince  the  las t  Trade
Rev iew pub l i shed in  2015 ,  and that  the  EU “must  use  [ i t s ]  in f luence  to  shape that  change . ”  In
an  in terv iew w i th  us ,  MEP Iu l iu  Wink ler  deta i led  that  OAS i s  not  about  se l f - su f f i c iency ,  but
about  the  res i l ience  o f  the  s ing le  market ,  pursued both  o f fens ive ly  ( supp ly  cha ins  and t rade
partner  d ivers i f i ca t ion )  and defens ive ly  ( t rade  defense  ins t ruments ,  s t ra teg ic  s tockp i l ing ) .

This  divergence makes i t  d i f f icult  to  reach a  deal  on the CAI ,  wh ich  saw i t s  31st  round
of  negot ia t ions  between the  EU and Ch ina  between Ju ly  21-24 .  Dur ing  the  8th  H igh- leve l
Economic  and Trade D ia logue on Ju ly  28 ,  Commiss ion  VP  Va ld is  Dombrovsk is  and Trade
Commiss ioner  Ph i l  Hogan conveyed to  the  Ch inese  V ice-Premier  L iu  He (X i  J inp ing ’ s  ma in  man
on t rade)  the  EU ’s  concerns  about  barr iers  to  market  access  erected  by  Ch ina  both  before
and a f ter  COVID-19 ,  Ch ina ’ s  commitments  to  phas ing  out  coa l  and susta inab le  deve lopment ,
f inanc ia l  cooperat ion ,  and subs id ies  to  s ta te -owned enterpr ises .  Accord ing  to  three
anonymous EU d ip lomats ,  the  European s ide  to ld  the i r  Ch inese  counterpar ts  that  the  2025
EU-Ch ina  Cooperat ion  Agenda w i l l  not  be  s igned unt i l  a  dea l  i s  reached on the  CAI .

China has  about  130,000 SOEs,  though 97  o f  them are  t ru ly  important ,  as  they
represent  industr ia l  cong lomerates  that  report  d i rect l y  to  SASAC.

The OAS is  a lso  bi -dimensional :  i t  has  an  in terna l  d imens ion  (adopt ing  in terna l
measures  to  boost  the  s t rength  and sa fety  o f  the  EU economy through ,  among
others ,  s t ra teg ic  s tockp i l ing )  and an  externa l  aspect  (ac t i ve ly  engag ing  w i th  g loba l
par tners ) .

Despite  being pr iv i leged with state-backing and easy credit ,  Chinese  s ta te -
owned enterpr ises  have  a  re turn  on  assets  o f  jus t  0 .7%.

Open Strategic  Autonomy  s  both  o f fens ive  ( i t  seeks  to  d ivers i f y  the  EU ’s  t rade
partners  and supply  cha ins )  and defens ive  ( i t  seeks  to  add layers  o f  protect ion  to
the  s ing le  market  f rom d is tor t i ve  pract i ces ) .  
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The EU has  al legedly  l inked the  EU-Ch ina  2025 Agenda (a  key  pr ior i t y  for  Ch ina )
w i th  a  conc lus ion  to  the  CAI  negot ia t ions  (a  key  pr ior i t y  for  the  EU) .

https://www.wsj.com/articles/chinas-coronavirus-response-toughens-state-control-and-weakens-the-private-market-11584540534?redirect=amp#click=https://t.co/AXCWrDGptT
https://www.scmp.com/economy/china-economy/article/3092339/china-approves-plan-boost-prominence-state-firms-despite
http://www.qstheory.cn/dukan/qs/2020-07/15/c_1126234524.htm
https://www.aicgs.org/2020/07/eu-strategic-autonomy-opening-up/
https://ec.europa.eu/commission/commissioners/2019-2024/hogan/announcements/introductory-remarks-commissioner-phil-hogan-european-parliaments-inta-committee-meeting_en
https://www.euchinahub.com/podcast/iuliu-winkler-open-strategic-autonomy-and-eu-china-relations-is-trade-panacea
https://trade.ec.europa.eu/doclib/docs/2020/july/tradoc_158905.pdf
https://twitter.com/stuartlauscmp/status/1288098907994677250
https://www.politico.eu/newsletter/brussels-playbook/politico-brussels-playbook-berlaymonts-corona-task-force-china-calling-second-wave/
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-20-july-2020#news4
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-3-august-2020#news1
https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-13-july-2020#news3


State-owned enterprises  versus  open strategic  autonomy look l ike  a  c lash,  as  i t  coherent l y
po ints  out  how d ivergent  are  the  in terests  o f  the  EU and Ch ina  r ight  now.  However ,  we  are  not
l i v ing  in  normal  t imes .  Ch ina  i s  eager  to  mainta in  i t s  recovery ,  and the  EU wishes  to  l im i t  the
contract ion  o f  i t s  economy (es t imated at  8 .7%)  as  much as  poss ib le .  Thus ,  both  s ides  have  an
incent i ve  to  meet  each  other  ha l fway .  Theoret i ca l l y ,  one  cou ld  argue  Ch ina ’ s  pub l i c l y  announced
( though methodolog ica l l y  shaky )  3 .2% GDP growth  in  Q2 2020 g ives  i t  some leverage  over  the  EU.
As  a  resu l t ,  i t  doesn ’ t  fee l  too  much pressure  in  agree ing  on  EU demands  in  the  CAI .  In  pract i ce ,
the  fac t  that  the  CAI  was  l inked to  the  2025 Agenda shows Brusse ls  i s  t i red  o f  the  dead lock  and i s
w i l l ing  to  negot ia te  a t  the  macro- leve l ,  as  opposed to  a  compartmenta l i zed  t i t - for - ta t .

How China wi l l  respond to  this  proposal  wi l l  truly  make or  break the CAI  in  2020 .  I f  Be i j ing
is  not  in terested  enough in  out l in ing  the  p lans  for  the  next  f i ve  years  o f  the  re la t ions  w i th
Brusse ls ,  there  i s  no  reason why  EU po l i cymakers  shou ld  rush  to  f ina l i ze  a  bad dea l  on  the  CAI .
Hopefu l l y ,  the  Ju l y  s ign ing  o f  agreement  on  geograph ic  ind icators  that  was  agreed upon las t  year
( touted as  “ the  f i rs t  s ign i f i cant  EU-Ch ina  b i la tera l  t rade  agreement ” )  i s  a  good s ign  o f
breakthroughs  to  come.

“The  European Union i s  the  champion o f  open and f ree  and fa i r  t rade  and we have  to
remain  as  such .  Se l f - su f f i c iency  was  not  rea l i s t i c  15  or  20  years  ago .  And equa l l y ,  i t ' s
not  rea l i s t i c  today .  More  than th is ,  i t ' s  not  e f f i c ient .  So  i t  wou ld  be  qu i te  ine f f i c ient  to
force—by regu la tory  measures  or  by  admin is t ra t i ve  or  po l i t i ca l  dec is ions—the
increas ing  o f  the  EU se l f - su f f i c iency . ”

"S t rengthen ing  the  par ty ' s  leadersh ip  over  economic  work  and comprehens ive ly
improv ing  the  par ty ' s  leadersh ip  in  economic  work  i s  an  inev i tab le  requ i rement  for
adher ing  to  democrat i c  centra l i sm,  and i t  i s  a l so  an  advantage  o f  our  po l i t i ca l  sys tem."

EU and Ch ina  d iscuss  t rade  and economic  re la t ions  -  European Externa l  Act ion  Serv ice ,  Ju l  29  

Ch ina  taps  o ld  growth  model  for  recovery ,  as  EU and US economies  f lounder  -  South  Ch ina  Morn ing  Post
(F inbarr  Bermingham,  Amanda Lee ) ,  Ju l  31  

IUL IU WINKLER:  Open St ra teg ic  Autonomy and EU-Ch ina  Re la t ions  -  I s  Trade a  Panacea?  EU-Ch ina  Podcast ,
Ju l  19  
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Iu l iu  WInk ler ,  MEP ,  Group of  the  European People ' s  Par ty

"By  pu l l ing  together ,  we  can  recover  more  qu ick ly  economica l l y ,  and make progress  on
areas  o f  mutua l  in terest  such  as  t rade  and investment  re la t ions ”

X i  J inp ing ,  PRC Pres ident ,  CCP Secretary  Genera l

'QUOTES' PICTURES 1 ,3 ,4 )  Tw i t ter  Prof i le  P ic tures
2 )  CGTN.com

Vald is  Dombrovsk is ,  Execut i ve  V ice  Pres ident  o f  the  European Commiss ion

"Today  I  have  ca l led  upon Ch ina  to  engage  in  ser ious  re form of  the  mul t i l a tera l  sys tem
and i t s  ru lebook  and to  remove ex is t ing  barr iers  impeding  access  to  the  Ch inese
markets  o f  EU exporters  o f  goods  and serv ices  as  we l l  as  European investors . "

Phi l  Hogan ,  EU Commiss ioner  for  Trade

https://www.euchinahub.com/eu-china-news-brief/eu-china-news-brief-20-july-2020#news3
https://www.consilium.europa.eu/en/press/press-releases/2020/07/20/eu-china-council-authorises-signature-of-the-agreement-on-geographical-indications/
https://eeas.europa.eu/delegations/china/83523/eu-and-china-discuss-trade-and-economic-relations_en
https://www.scmp.com/economy/china-economy/article/3095579/china-taps-old-growth-model-boost-recovery-us-and-european
https://www.euchinahub.com/podcast/iuliu-winkler-open-strategic-autonomy-and-eu-china-relations-is-trade-panacea
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