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CHINA-RELATED DISTORTIONS AND THEIR EFFECT ON EUROPE

Beyond the credit system, other channels deliver 

financial benefits to Chinese firms that distort 

competitive outcomes for other players and are 

increasingly threatening and unfair as the weight 

and spillover of China’s choices abroad grows. 
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CHINA-RELATED DISTORTIONS AND THEIR EFFECT ON EUROPE

Chinese industries and players. 25 More broadly, 

global concentration has been increasing quickly 

due to Chinese firms. Between 2006 and 2014 alone, 

global concentration roscn
d  

25 
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CHINA-RELATED DISTORTIONS AND THEIR EFFECT ON EUROPE

Observed patterns in Chinese policymaking 

require European action.  Current policy and 

economic indicators point to continued structural 

divergence going forward. It is possible that 

China’s leaders will respond to the evident need to 

rekindle marketization (as a result of elevated US 

and EU pressure) by introducing major structural 

reforms that address the systemic differences 

described above on an accelerated timetable. 

Yet a few recent developments do not paint an 

encouraging picture, including: The modesty of 

progress in critical EU-China negotiations (the 

EU-China BIT has been in negotiation for six 

years); key elements absent from China’s domestic 

policy-making so far (the new FDI law adopted 

in March 2019 will only be a breakthrough if 

followed through with very robust implementing 

regulations and companion reforms); or the 

increased politicization of economic processes 

and commercial players (Beijing’s upcoming 

unreliable entities list, and threat of rare earth 

export disruption, are two examples). 33 At China’s 

https://www.caixinglobal.com/2019-06-14/china-will-deliver-its-own-entity-list-soon-ministry-says-101426644.html
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mega-mergers between SOEs47 — while market economies 

typically scrutinize such mergers in their jurisdictions 

to protect consumer welfare. Such differences create 

unequal market conditions in various markets and can 

result in competitive disadvantages for non-Chinese 

competitors.

In 2015, China merged its two rolling-stock giants, CNR 

and CSR, into a de facto rail monopoly, CRRC.48 Chinese 

antitrust authorities did not oppose the merger. Enjoying 

various government support, CRRC brought in an annual 

revenue of 26 billion euros ($30 billion) in 2017, greater 
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in Europe and of the EU Commission indicate 

that the damage caused by Chinese-induced 

distortions might now be too high to be ignored, 

and requires prompt responses. 55 There is great 

value already in further monitoring the scale of 

possible damages, and to evaluate and document 

the exact impact on EU stakeholders, especially 

as recent trends in Chinese policy-making and 

economic indicators do not point to improvement, 

but rather to potentially greater damage.

In this context, European member states and 

EU institutions now need to look for second-

best policy tools that do not depend on Chinese 

cooperation.  That mandate has been taken up 

by the EU Commission, who is reviewing gaps in 

EU law that prevent European policymakers from 

addressing the distortive effects of foreign state 

ownership and financing. We believe that a few 

options for responding to such distortions should 
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2.  Relaxing merger review conditions

Most recently discussed in the context of the Siemens-

Alstom merger attempt and Franco-German plans 

for a European industrial policy,56 the conditions for 

merger reviews could be adapted to allow for greater 

European market concentration in the face of global 

(Chinesw f.>let mpetnditi.he F

https://www.france24.com/en/20190206..e8.496 135.406 521.516 127.699]/Subtype/Link/Type/Annot>><</IsMaubtyp2Mer-veto-ignites-spat-over-nk/oveition-rules
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case of Art 85 of Directive 2014/25,61 which stipulates 

that tenders may be rejected when the proportion of 

products originating from third countries exceeds 50 % 

of the total value. This is also the case of the so-called 

MEAT
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http://trade.ec.europa.eu/doclib/docs/2016/january/tradoc_154187.pdf
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The downsides of such an approach are well-known 







http://trade.ec.europa.eu/doclib/docs/2017/december/tradoc_156474.pdf
http://trade.ec.europa.eu/doclib/docs/2017/december/tradoc_156474.pdf
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