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Foreword

Dear Reader,  

As EuroHub4Sino’s three-year programme draws to a close, Almanac 2026 brings together 
research on the changes within China and their implications for Europe. The contribu-
tions examine a shared question: how can Europe preserve its capacity to act as China 
reshapes its economy, advances its technological ambitions and extends its international 
influence?

Understanding China’s domestic complexity remains essential. Studies of the Fifteenth 
Five-Year Plan, local economic governance and generational change examine the dis-
tance between national ambitions and their implementation. They show how fiscal pres-
sures, competing institutional interests and changing social expectations shape policy 
outcomes. Research on nationalist discourse explores how the Communist Party links its 
authority to national rejuvenation.

These domestic dynamics carry consequences well beyond China. Contributions on the 
Global South, human rights and Peru examine how development partnerships and com-
peting political narratives influence international alignments. Work on de-risking, sup-
ply-chain dependencies, Russia–China cooperation and US–China relations considers 
the pressures on Europe’s economic security and strategic choices. Across these debates, 
credible European engagement requires greater attention to the priorities and autonomy 
of partner countries.

Technology connects many of these questions. Analyses of innovation policymaking, 
semiconductors and biotechnology explore how commercial activity interacts with state 
priorities and national security. Research on relational artificial intelligence and the mil-
itary significance of aggregated civilian data raises further questions about regulation, 
openness and responsibility. These studies encourage Europe to assess specific institu-
tions and pathways of risk while sustaining the capabilities needed for innovation.

The climate contributions likewise examine the tensions within China’s transformation. 
Its rapid expansion of green industries coexists with persistent coal dependence and un-
equal social and regional outcomes. Analysis of China’s role at COP30 adds an internation-
al dimension, asking how technological prominence relates to diplomatic commitments. 
Together, these studies identify opportunities for cooperation grounded in verifiable envi-
ronmental outcomes and a fairer distribution of transition costs.

The collection also looks ahead. The exploratory scenario of Europe–China relations in 
2036 invites readers to consider how present dependencies could narrow future choices. 
It reinforces the value of research that questions assumptions and helps policymakers 
prepare for different outcomes.

We thank the authors and partner institutions whose work has sustained EuroHub4Sino. 
Our purpose remains to make independent research on contemporary China accessible 
and useful to European audiences. We hope this Almanac supports informed debate and 
the development of European policies grounded in a detailed understanding of China.

Yours sincerely,

EuroHub4Sino Editorial Board
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KEY TAKEAWAYS

The announcement of the 15th Five Year Plan (FYP) is an important event, and 
will contain important information. But it should not be thought of as providing 
a clear blueprint to a desired economic future on its own.

The FYP forms part of a much bigger project of enunciating and explaining 
directions of change and goals, and establishing ways in which goals might be
attained.

The general direction of travel has typically been fairly well established before
the publication of the plan itself.

While FYPs do contain some important detail, much of the job of turning as-
piration into action subsequently follows through the development of other 
plans, experiments and pilots.

The way in which the FYP is announced and publicised is as much an exercise 
in political theatre as it is clearly defined path to a new economic future.
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Introduction 
The announcement of a Five Year Plan (FYP) in China is a big thing. It might not have the 
same visual impact as a military parade across the top of Tiananmen Square or even of 
keynote speeches to packed audiences at the National Party and People’s Congresses. Nev-
ertheless, it forms one part of the grand political theatre used by the party to tell its preferred 
story of itself to the Chinese people, to show that it has a long term vision for what is best for 
China in the long run, and to persuade the people that it has the knowledge, tools and skills to 
be successful. In recent years, there has also been an emphasis on how this Chinese system 
of what is called “whole process democracy” is better than western style liberal democracies
on delivering what the Chinese people need and want [1] ; though telling them what they need 
and want is also very much part of this process too.

So the unveiling of the new 15th FYP to run from 2026 to 2030 really is important and worth 
studying in some detail. That said, it would be a mistake to place too much of an emphasis 
on the announcement of the FYP itself, or even on the specifics of its contents. To be sure, it 
is important to look at what is said, and in particular to focus in on specifically enunciated 
goals and objectives. But the plan on its own does not tell us as much about the future as 
we might expect. That’s why this paper does not provide an analysis of what is in the plan 
itself. Rather it is a paper that explains how to understand the significance of the plan (and 
its announcement) relative to other major policy changes, and where it fits within a broader 
structure of announcing and promoting goals and aspirations (and how to attain them).
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Heilmann and Melton argued that rather than think of the FYP as the single definitive doc-
ument that clearly sets out the way forward for the next five years, it is best to think about a 
hierarchy of documents plans and announcements that collectively shape the direction of 
travel. Their main focus is on what happens after the Plan has been announced; the creation 
of what they call a “web of plans” consisting of “a network of thousands of sub-plans that 
evolve into detailed execution instructions for all levels of government”. [2]

But if we are thinking of layers of specificity in the way that the Chinese leadership sets its 
objectives and goals, we can perhaps think of a more complex hierarchy of different levels of 
articulation and action, with the announcement of the FYP occupying a mid-level position 
in this order. Each of these establishes goals and objectives, with some, but not all, also es-
tablishing ways in which these can be met. Collectively they establish the benchmarks that 
the party wants to be judged against as it strives to prove the effectiveness of the party and 
the political system in delivering what it says the Chinese people need.

As such, while studying a new FYP in detail really is a good idea, it is not enough on its own 
to provide a thorough understanding of the desired direction of travel. Instead, if you want to 
understand where the Chinese economy might be going, and what this means for the rest of 
the world as well as China, it is important to view it as part of a rolling and evolving set of an-
nouncements, plans and projects. Rather than taking a snapshot (as the plan is announced), 
the focus needs to be maintained and sustained across a much longer time period.

When is a Plan not a Plan?
It is not uncommon for the word “blueprint” to be used in discussions of the FYP. Indeed, the 
preamble at the start of the 14th FYP refers to itself as “a grand blueprint (hongwei lantu)”. [3] 
But thinking of the FYP as a very clear set of instructions that need to be followed to build 
something – exactly what a blueprint should be – is not really very helpful. Nor is it helpful 
to think back to the old FYPs (either in China or the Soviet Union) where central government 
officials tried to establish in some detail how goods, resources, finances and people should 
be allocated, priced, funded and located to attain its goals.

That’s because the FYP is actually not really a plan as such all. If it was ever possible to con-
trol everything that happens in the Chinese economy through a planning agency in Beijing, 
it certainly is not possible today. To be sure, under Xi Jinping the private sector has been 
placed under closer scrutiny and control. The central leadership also possesses a number of 
tools to not just shape what others do, but also to be an economic actor and directly involved 
in economic interactions itself. Even so, the Chinese economy is simply too big with too many 
(diverse) actors pursuing different goals for it to be run by administrative fiat. That is why 
just before describing itself as a blueprint, the 14th FYP established that “It mainly clarifies 
the country’s strategic intentions, clarifies the government’s work priorities, and guides and 
regulates the behaviour of market entities.” So not really a blueprint at all. Much of the detail 
on how to turn aspiration into action comes later; and sometimes quite a while later.
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It is no easy task to understand how the Chinese economy actually works. And in 
many respects it is foolish to try to provide a concise overview and explanation. 
But this is exactly what I try to do in a short online lecture for EH4S’s sister project, 
ReConnect China. Here I place specific emphasis on the state’s control over the 
Chinese financial system, but also look at the relative importance of pricing and 
price controls; what State Owned Enterprises do in both shaping market action 
and being market actors themselves (including those owned by local govern-
ments); the disguised nature of state ownership in many companies; and the role 
of local governments more generally in shaping local economic activity (not least 
through their ownership of land). This culminates in the diagrammatic depiction 
at the end of this paper to what I call a state-guided market economy. The whole 
lecture is available open access at https://www.youtube.com/watch?v=P9WClZm-
HCuI with an explanation of the diagram starting at 18 minutes and 53 seconds.

Nor is the FYP intended to represent a clear break with the past and mark the start of an en-
tirely new era. Once again, studying the specifics is important. For example, identifying what 
is a binding target that officials simply must attain, and what is an anticipated target tells us a 
lot about different degrees of priority and significance amongst the many different elements 
of the plan. [4] At the headlines level, though, the plan is not intended to suddenly introduce 
new priorities out of the blue. The big picture ambition will have already been established and 
presented by the leadership. More than that, establishing the grand ambition provides the 
very framework that those who develop the details of the plan have to work within (and work 
towards attaining). In addition, in the period before the announcement of the plan itself – for
about a year to 18 months before its formal adoption – leaders and the media will discuss and 
highlight key elements of what it will contain.

The plan, then, is not the first word. Rather, it puts flesh on a pre-existing skeleton. It is not 
the final word either. To stretch the skeleton metaphor, it needs to then be filled with all the 
organs, muscles, fluids and so on to make it a fully functioning body. Rather that extend this 
metaphor any further to its breaking point, it is probably best to more simply establish where 
the plan fits in the leaderships’ hierarchy of methods and mechanisms of establishing its 
goals.

At the very top of the hierarchy is the primary or principal contradiction; or more correctly, a 
change in the principal contradiction. This represents a very rare and highest level of change

Hierarchies of Authority

Box. 1

Establishing the big picture

https://www.youtube.com/watch?v=P9WClZmHCuI
https://www.youtube.com/watch?v=P9WClZmHCuI
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Shifting the principal contradiction from the need to fight and win a class war for much of the 
Mao period to the urgency of dealing with China’s lack of development under Deng opened the 
door for doing whatever it took to generate that growth and development. This remained the 
starting point of policy making for three and a half decades until Xi Jinping’s designation of 
a new principal contradiction in 2017; “that between the ever-growing needs of the people for 
a better life and unbalanced and inadequate development”. In shifted the focus from simply 
the quantity of growth to the quality and utility of growth, Xi was signalling the start of a “new 
era” that stood in contrast to the modifications and changes within the existing framework 
that other post-Deng leaders had made.

when it comes to establishing the party’s main task and framing and explaining its new ob-
jectives and goals. As outlined in the very first EH4S publication, [5] this entails identifying the 
single most important challenge to the party and the political system and explaining why it 
has changed. Once this has been done, it then justifies doing whatever it takes to deal with the 
contradiction and prevent it from becoming an existential challenge to party rule as “left un-
solved, it can lead to chaos and eventually, as Marx predicted, to revolution”. [6] It also justifies
why it is now right to leave previous priorities and policies behind; and maybe even to over-
turn them.

The second layer of the hierarchy entails establishing big picture concepts to give a bit more 
flesh and depth to what the party is now trying to do, whilst maintaining a relatively high level 
of generalisation and a rather low level of specificity. In the current era, examples include Xi’s 
promotion of “High Quality Development” and the drive to develop “new Quality Productive 
Forces”. We covered the meaning of these concepts in detail in a 2024 EH4S paper, so won’t 
repeat them here. [7] In general, they both individually and collectively focus on moving on 
from an era where growth was largely based on an increase in either labour or capital (or both) 
to one where growth is created by technological progress and innovation. Its about moving 
up the value chain in all forms of economic activity, and worrying less about the size of the 
economic (growth for growth’s sake) and concentrating on quality instead.

The third layer entails setting the scene in advance of the Plan’s announcement. This includes 
the reporting of the various preparatory meetings as the Plan is being developed, and what 
key leaders (most notably Xi himself) say about what the Plan should include. In the run up 
to the 15th Five Year Plan, these collectively emphasised the importance of innovation, inclu-
sive growth and economic resilience. [8] The importance of boosting domestic consumption 
was also frequently in the news, and can be seen both as an end in itself, and also a means of 
attaining the other three goals (to different degrees).

The same is probably true when it comes to the increased use of the concept of combatting 
“involution” in 2025 (often referred to as an anti-involution policy), where over capacity and 
supply leads to “excessive and self-defeating competition among Chinese companies for

Getting detailed
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limited resources and opportunities” resulting in “diminishing returns, overproduction and 
fierce price wars”. It is a problem that needs to be dealt with in its own right to solve imme-
diate and present problems, but also to establish the basis for necessary structural change in 
the future. [9]

The repeated emphasis on the importance of “creating a unified national market” might also 
sit in this category of objective. This includes both general aspirational statements, and also 
more specific plans, like the announcement of pilot projects to promote “market-based allo-
cation of production factors” in September 2025. [10] That said, given how long Xi has been 
talking about the need to “break local protectionism and administrative monopolies”, it per-
haps occupies a special position on its own in a ranking of objectives. [11]

The fourth layer is the Plan itself. Here, it perhaps helps to think of the importance of the Plan 
as not just lying in not just what it contains, but also in the way that it is presented and report-
ed. As noted in the introduction, this provides the basis for one of the grand acts of political 
theatre than the Chinese political system specialises in.

The fifth and final layer is the wide range of geographic and/or sectoral plans that are then 
subsequently developed to turn aspiration into outcome; Heilman and Melton’s “web of plans” 
which evolve throughout the term of the FYP. For example, as Stanford University’s Digichina 
explain, following the 14th FYP, the Central Commission for Cybersecurity and Informatiza-
tion produced their own plan outlining what they would be doing to explain how they are 
going to deliver their part of the big vision. This has much more detail than the FYP itself, 
outlining five main target areas; General Development Levels, Digital Infrastructure, Innova-
tive Capabilities, Industrial Transformation and Government Services. With the exception 
of the first category, the other four are then broken down into more specific goals, each with
their own measurable performance indicators. In Digital Infrastructure, for example, there are 
specific targets for increases in the number of netizens, the percentage of 5g users, the number 
of high speed optical users, and the number of users of the newest internet protocol (IPv6). [12]

Even in documents like this, though, there remains a considerable degree of aspirational lack 
of specificity. Varieties of the word “promote” appear 362 times in what is admittedly a fairly 
lengthy document, “strengthen” 332 times “accelerate” or “accelerating” 216 times, and “deep-
en” 74 times. And although sources of funding are referred to in the plan, it is very much not 
specific on how much money will be spent (or where it will come from) to meet its objectives. 
Even this document, then, should be thought of as a work in progress that needs subsequent 
further refinement and detailing.

From aspiration to action (sort of)

Conclusions
The digital plan was just one of the many different plans and projects that were developed 
to try and turn the ambitions of the 14th FYP into something more concrete; though have we 
have seen, something that was not always in itself that concrete and detailed. And one quick 
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It is not surprising that the announcement of a new FYP gets so much attention. After all, 
this is exactly what the CCP wants to happen. Xi Jinping is attempting to engineer a rather 
fundamental shift in the nature of the Chinese economy. In addition to being an enormous 
economic task, this is also a massive political job as well as the party shifts part of the way 
in which it tries to legitimate one-party rule.

conclusion of this short discussion is that given the amount of sectoral and regional plans 
and numerous different types of experimental pilot projects, it is all but impossible for a single 
individual to have a firm grasp on what is going on in every part of the economy. And certainly 
simply focusing on what is said in a FYP is not going to provide a fine grained understanding 
of the specific direction of travel across the country and economy as a whole. The plan does, 
though, do a good job in providing an overview of what the leadership wants to do and where 
it wants to go. And as already noted, it provides a very good guide to the relative importance 
of different goals through the differentiation of types of targets.

The plan, then, forms an important part of what Rigby called the search for “goal rational 
legitimacy” in Communist Party states [13] ; but which is latterly more often referred to as 
“performance legitimacy”. This revolves around the idea that doing things well might not 
be enough on its own to gain approval, support and legitimacy. The key is to make sure that 
the people know that you have done something well. The best way of doing this is to use the 
propaganda apparatus to explain what your goals are, and why you are seeking to attain these 
on behalf of the people. And then have another campaign to later explain how well you have 
done in attaining these goals (and once more, for the good of and on behalf of the people). Or 
even better, as Rigby argued, to show that you have exceeded the original goals or attained 
them ahead of schedule; or both.

What all this means is that the FYP does indeed need to be studied for what it tells us about 
likely future trajectories. But rather than thinking of it as just an economics document, its 
political significance as an act of signalling its performative function should also be taken 
into account. And rather than thinking of it as the single key document – the blueprint – for 
future change, it should instead be thought of as constituting one part of a much longer chain, 
with much of the job of working out exactly what to do in specific regions and sectors still 
waiting to be done.



8 EuroHub4Sino Policy Paper 2025/16

Figure 1: The State Guided Market Economy
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KEY TAKEAWAYS

China faces a major, demographic shift. While precise forecasting is fraught 
with difficulty, there is a broad consensus that as the population falls, burdens 
on the working population will increase.

While the biggest impacts might still be some way off, the first effects will be 
felt within the next decade.

The government has already introduced legislation to try to offset some of the 
shorter-term consequences. This will have the biggest impact on those who 
are currently at the start of their working lives.

The same generation of younger Chinese also faces more immediate challeng-
es; not least finding the sort of jobs they want in the places they want to live.

While previous generations have, for many years, more or less assumed that 
their lives would be better than their parents, this is no longer the case, creat-
ing an important legitimacy dilemma for the Chinese leadership.
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Introduction 
There has been much talk over recent years about generational challenges to the Chinese 
economy, and whether China might get old before it gets rich. The main focus has been on 
the consequences of China’s demographic transformation with the 2020s already witnessing 
(albeit moderate) population decline. The UN calculates that by as soon as 2050, the overall 
population is likely to drop from a just over 1.4 billion (in 2022) to just over 1.3 billion. [1] Over 
the longer term, the decline is expected to be even more dramatic:

This is not necessarily a bad thing. There is no simple and clear calculation of the relation-
ship between population size and the environment, and losing x per cent of the population 
does not automatically result in an x per cent decrease in environmental problems; where 
people live, how they live, who they live with and the demographic distribution make pre-
dicting ecological consequences of population loss rather complicated. Nevertheless, as Xi 
Jinping himself has argued, population decline does bring a “developmental dividend” by 
“alleviating pressure on the environment and resources”. And a smaller economy might be 
a better economy too if it is characterised by quality rather than quantity. [3]

China is also likely to record the largest population decline of any coun-
try through the end of the century (786 million people). By 2100, China 
is projected to have lost more than half of its current population and to 
have returned to a population size comparable to that recorded in the 
late 1950s. [2]
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But as Xi also noted in the same speech, population decline also raises many complica-
tions too. This is in part simply consequence of size, as a smaller population will result in 
“a shrinking labour force and weakened consumer and investment momentum”. However, 
age distribution is at least equally as important, and this smaller population will be an aging 
population too. Thirty per cent of the population (around 400 million people) is expected to 
be over 60 by as soon as 2035 - an increase from 20 per cent in just a decade - creating “great 
challenges to public services accessibility and the sustainability of social security system” 
[4] The proportion of the population that is not of working age (ie: too young or too old) is just 
under 50 per cent today. If China’s population decline hits the UN’s medium projection, it will 
be over 100 per cent by 2079. If it reaches the UN’s most extreme projection, then it will be over 
150 per cent. [5] And that’s assuming a retirement age of 65, and the current plans are only to 
increase the retirement age for men from 60 to 63 and for women from 55 to 58 (by 2040). [6] 
Whatever the final number might be, it is very clear that there is going to be a lot of pressure 
on both the government and the working population to provide for the rest of the people.

2100 is still a long way off, even though it is closer in time to today than the founding of the 
People’s Republic of China in 1949. 2079 (when the working age population is expected to be 
in a minority) is still more than half a century distant, but means that some of those who are 
currently in primary school will have to carry some of the burden. Changes to the retirement 
age though – and related changes relating to paying pension contributions for longer – will 
affect some of those who are already in work, and all of those who are just about to join the 
job market. If, that is, they can do.

Which brings us to arguably one of the biggest headaches that the CCP faces in trying to 
maintain its control over politics and society. Whilst obviously there are millions of indi-
vidual exceptions, at the generalisable level, as new generations of Chinese became young 
adults, there was more or less an expectation that their livers would be better than their 
parents. And this was the case for many years; perhaps since the economic future began 
to look more promising in the early 1990s after a section of China’s expectations (or maybe 
hope) of more freedom and choice were dashed in 1989. It is impossible to quantify how far 
this expectation of generational improvement resulted in support for the party and the one 
party state. It seems reasonable to assume, though, that it gave at least some Chinese an in-
centive not to rock the boat and accept the status quo that seemed destined to provide ever 
greater personal improvements and a brighter future.

This is no longer the case. Once again there will be millions of individual exceptions and 
talking at a generalisable level is always problematic. But for a significant number of young 
Chinese today, there is no longer that simple assumption that things are getting better and 
a good life lies ahead. And this means that at least part of the party’s previous means of 
building popular support and legitimacy may well be losing its efficacy.
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Sources of Concern
Having to work longer than their parents and contribute more to their pensions might be 
one cause of concern. And who knows, as has been the case in a number of countries facing 
funding crises for social services, that retirement is very likely to move further into the future 
at some point. But there are other more real and present causes of concern for many young 
Chinese adults today.

Indeed, in some ways it would be strange if there was an unquestioning expectation of good 
times ahead given the messages that have come from the top of the political system in recent 
years. There has long been a careful balance in official speeches and documents between 
acknowledging problems that need to be addressed on the one hand, and on the other hand 
reaffirming how effective the party is in successfully dealing with whatever obstacle that it 
has to overcome. But the warnings of rougher times ahead seem to have become louder in 
recent years as “the adverse impact of changes in the international environment increased, 
and some deep-seated structural problems that had been building up in the country for 
years came to a head.” [7] Presumably the intention is to emphasise the need for unity and 
support for
the party as it faces and deals with these challenges on behalf of the people. And also to 
dampen expectations of what can be delivered in the long term after years of high growth; 
growth that was often achieved at the expense of exacerbating the “deep-seated structural 
problems”. But lowering expectations can be risky when it comes to maintaining popular 
support and legitimacy. It can have real world economic consequences too if a drop in confi-
dence about the future results in a dip in the very same domestic demand that the leadership 

And this is exactly what has already happened in China. Here, though, real economic chang-
es must have had more of an impact than rhetoric, with declining property and real estate 
prices a key cause of this drop in consumer confidence and consumption. Avoiding or delay-
ing purchasing property because of concerns about future employment – an issue we will 
return to in more detail shortly - is just one of a rather large number of causes of the above 
mentioned “real estate crisis”. [9] Yet despite the overall drop in prices, buying (or renting) 
property in those cities that most young Chinese want to work in – Beijing, Shanghai, Shen-
zhen, Guangdong,
provincial capitals for example - remains very expensive, and look particularly expensive 
when compared to graduate starting salaries. [10] Whilst falling prices creates problems for 
one part of the population (and the economy as a whole), it is the residual high cost in de-
sired locations that creates a different problem for those who are not already living where 

For those graduates and other young Chinese who can afford property – typically with con-
siderable family support – smaller than desired apartments and long commutes to work 
are not necessarily what they thought the future would bring (though long commutes from 
cheaper accommodation is not just a problem for the young). [11] And just to add one more 
potential concern into the equation, China has been calculated as the second most expensive
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place in the world to raise a child (after South Korea); on average 6.3 times the per capita GDP 
figure, and even more expensive in the cities compared to the countryside. [12] This is not the 
better life that was once imagined.

The accommodation issue points to a key issue; the mismatch between expectations and 
opportunities. And this disparity is perhaps most clear when it comes to graduate and youth 
unemployment. As is the case in other countries, youth unemployment rates (in China’s case, 
16-24 year olds not in education) fluctuate from month to month as young people tend to enter 
the job market in lumps (as they graduate from school or university) but leave it in strands as 
they gradually find employment over subsequent months. There have also been periods when 
the state paused issuing statistics and change the baseline of comparison making it tricky to
identify longer term trends. That said, youth unemployment figures of 14.9 per cent in De-
cember 2023 and 15.7 per cent a year later give a rough idea of the scale of the problem, even 
though it is widely thought that the real figure including all recent graduates is even higher. 
[13] It is likely that the figure for this age group is close to four times the overall national un-
employment rate (roughly five per cent); though without statistical evidence, some informally 
suggest that the graduate unemployment rate a year after graduation could be as high as a 
third. What we do know for sure is that thanks to the demographic changes noted above and 
educational developments in China, a record number of over 12 million students graduated 
from University in 2025 joining an already crowded job market.

The high unemployment rate is not simply because there are no jobs. There are. But the jobs 
that are most widely available are often in sectors that graduates don’t want to work in and/
or think are not degree level jobs (for example, in sales or manufacturing). They are also of-
ten not in the places that they want to live and work, or offering the pay and conditions that 
are deemed appropriate for graduate entry positions. [14] The changing demographic bal-
ance combined with a shift in the nature of economic activity (and the rate of growth) have 
changed what is available and where. But the key is that expectations have been raised that 
are now often very hard to meet.

Shared Challenges, Distinct Chinese Contexts
China is not the only country in the world where the opportunities for (and expectations of) 
social advances have stagnated (or worse). Or where significant proportions of young peo-
ple are disaffected and look to the future with concern rather than hope and anticipation. 
However, while there might be some similarities with events and experiences elsewhere, it 
would be a mistake to simply assume equivalence across cases. This is in part because it is 
important to identify different causes, as this will influence both the potential manifesta-
tion of disaffection and also potential responses to it too. Is immigration the issue in China 
that it is in some other cases for example? And also to identify different degrees of causality 

A reality-expectations gap?
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are common bases for concern; is the cost of accommodation relative to incomes in the cities 
that people want to live in more of an issue in China than it is elsewhere?

More important, though, is the nature of the Chinese political system. It should go without 
saying that what you can and cannot do in a one-party state is very different from what is 
permissible in a democracy. And yet seems that it does needs to be said and re-stated every 
now and again. In democracies, parties often win elections by emphasising the failures of 
their predecessors. And the losing predecessors can regroup, lick their wounds, come up 
with new strategies and ideas, and try to win power again in the future. The latter is certainly 
not an option in the one-party state.
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Neither technically is the former. That said, new leaders have in the past tried to cement their 
position by pointing to their search for the solution to previous failings, even if those failings 
were brought about by the very same CCP that is now offering solutions. Whatever you think 
about the nature of CCP rule, it really is remarkable that the same party that unleashed the 
chaos of the Cultural Revolution is not just still in power today, but to a considerable extent 
cemented its power in the 1980s and 1990s by rejecting and overturning much of what it had 
done and stood for in the 1960s and 1970s.

The way that Xi Jinping argued the need for a “New Era” of Chinese politics did not represent 
as much of a U-turn as the one that Deng and other leaders made after Mao. Yet it did entail 
an implicit criticism of the policies of his predecessors who had acted too slowly and too late 
to change the economic model and the nature of economic growth. These failings had cre-
ated problems that this new and latest incarnation of the CCP under Xi would now put right. 
So both the post-Mao and post- Hu Jintao leadership – to different degrees and in different 
ways – in part tried to model themselves as something new whilst at the same time empha-
sising continuity and the party’s long-term efforts and successes since its formation in 1921.

Acknowledging problems in a one-party state entails a tricky balance between trying to 
convince everybody that the party has the tools to solve them on the one hand, whilst not 
shining too much light on the fact that it is the very same party that has caused them (or 
not already dealt with them) on the other hand. Moreover, while a new leader might be able 
to point to themselves as the solution to previous failings, that becomes much harder to do 
(and perhaps even impossible) the longer that leader has been in power.

Continuity and Change in a One-Party State

Moving from the rulers to the ruled, the corollary of this one-party state effect is that the 
disaffected in democracies have a number of options open to them. They can legally take 
to the streets to demonstrate (even if some democracies have tried to restrict this freedom 
of expression). They can air their grievances online, or through more traditional print and

Political participation (or the lack of it)
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broadcast medias. They can vote for or join or even establish political organizations and/or 
parties that actively confront the ruling powers and/or try to replace them.

Political groups and parties that want to challenge the CCP (let alone compete with it for 
power) are certainly not acceptable in the PRC, removing one of the key options of action 
available in other systems. [15] And notwithstanding the invention of China’s online activists 
in finding ways of bypassing censorship, [16] publicly airing grievances is both difficult and 
dangerous; particularly if those grievances are broad based and/or systemic in nature rather 
than focussing on individual specific issues.

The same is true when it comes to protests and demonstrations. While we might not know 
the exact number of what tend to be called “mass incidents” in China, just following what is 
reported in the Chinese press tells us that there are lots of them. These tend to be responses 
to specific local issues with labour disputes the main driver followed by problems relating 
to real estate and housing (including forced evictions, demolitions and land usage). There 
is evidence that the number of protests and demonstrations has increased as economic 
growth has slowed, with “ a particularly sharp rise in homeowners protesting against the 
unscrupulous practices of property management companies”. [17] They are often – perhaps 
even typically -
linked to concerns that local authorities are either not dealing with them properly, and/or 

Given the most common causes of mass action, they might be thought of as reflecting a de-
gree of dissatisfaction with a political system that is failing to protect the people it is meant 
to serve. In general, though, this is not the case. Instead, Chinese protests and protestors 
overwhelmingly focus on bad people at the local level doing things badly rather than on the 
systemic failings of the political system (that keeps allowing bad things to happen).

There are exceptions. While the anti-lockdown protests during the Covid pandemic might 
not have been wholly national in nature, they certainly took place in a number of places 
across the country at the same time (more or less). In some places, they were spurred by 
specific issues/failings; the Urumqi fire for example. [19] But they all had broader common 
concerns at their heart and individually and collectively demonstrated “declining trust in 
the central government” rather than ineffective or corrupt local officials. [20]

So there are activist options, but they are risky options for those who get involved. And the 
risk increases the more widespread, sustained and system-facing such activism becomes. 
It seems reasonable (to say the least) to suggest that the leadership would not be keen on 
allowing this type of activism to flourish.

Lying Flat?
If activist responses are not palatable, then what are the options? There is evidence that af-
ter a period of trying to get what they want, many young unemployed eventually accept the 
reality, shift their expectations, and take lower quality jobs and/or move to second or third
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choice places to work. [21] Others are more or less giving up and moving back with their fam-
ilies and living on their parents income (and often on their pensions). When construction 
projects are abandoned and the structures left unfinished because of financial problems, they 
are called “rotten-tail buildings” in China. That is why those who give up and effectively don’t 
finish their transition into adulthood are now often referred to as “lanwei wa” or “rotten-tail 
kids” (lan wei in Chinese literally means rotten tail but means unfinished). [22]

The term “tang ping” or “lying flat” has a longer provenance than lanwei wa, dating back to 
2021. It originally referred to rejecting the “unrelenting” competition to do well with a specific 
focus on “the so-called ‘996’ work system, which defines a work culture of 9 AM to 9 PM shifts 
six days a week”. [23] It has evolved into a more general idea of just doing the minimum that 
you need to do to survive instead of striving to succeed. If you can’t find a job – or the job 
that you want – then lying flat can be a more attractive option than continuing to struggle 
to attain the unattainable.

Once more we see similarities with disenchanted groups in other countries. But once more 
we need to think about the specific context of how China’s one-party system functions; or 
perhaps more correctly, how China’s leaders want it to function. If people withdraw, step 
back and lie flat rather than take activist action, is this really a problem for the leadership? 
Surely it is better to have politically inactive apathetic disenchantment rather than political 
action directed at the ruling party and the political system.

While this might be the case, particularly in the short run, the current Chinese leadership 
does not like apathy. Xi seems to think that it does not provide a sustainable basis for build-
ing a new economic model based on greater domestic consumption in the medium term 
or, more important, for legitimate and strong party rule in the long run. When Xi became 
Party leader in 2012, one of the problems that he identified for the future of CCP rule was the 
strained (at best) relationship between the party and the people. Another was what we might 
call societal malaise. There was no sense of a common cause or a common goal that bound 
people together into a single social unit. Hence the importance of trying to instil the idea of 
everybody working together to attain a single overarching and common “Chinese Dream”.

Xi’s vision for China is a one where “everyone participates and everyone does their duty”. [24] 
In his ideal world, even participating to attain personal goals in a “rat race” is not enough, let 
alone the other extreme of “a society of layabouts”. [25] People should participate to attain col-
lective national goals (though in doing so they will also benefit personally too), and in order 
to do this the party needs to “rally public support [and] foster a new generation with sound 
values and ethics”. [26] Is it realistic, though, to expect that the frustration of at least some of 
those whose expectations and hopes of a future that reflects their educational attainment 
(typically gained at a considerable financial cost) are not being met will really become the 
proactive and positive duty-driven participants that Xi is hoping for?
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Conclusions: What does the Future Hold?
So what does all of this mean for the future? The honest answer is we don’t know; and po-
tentially nothing at all. While it is relatively easy to identify potential sources of discontent 
in China, this is not the same thing as identifying how, why and when discontent becomes 
something else; some sort of political action. Who knows, perhaps the frustrations of this 
generation will eventually dissipate as people accept plans B, C or D rather than continuing 
to strive for plan A. Presumably at some point, reality will kick in and expectations of new 
generations will settle down around a new normal. Indeed, this transition seems to already 
be well underway. As argued above, the removal of the expectation (more than hope) of gen-
erational improvement and a good life will remove a key pillar of support for the system. But 
maybe the party too will learn to learn to live with this new normal, and accept that while 
apathy might not be as good as active support and participation, it is better than active op-
position. Or maybe the legitimacy gap will be filled by something else; a renewed push to 
emphasise patriotism and nationalism in a hostile international environment for example.

Moreover, it’s not as if the CCP leadership is unaware of the problems. On the contrary, they 
have been identified as requiring urgent and effective responses. This quote from Xi Jinping’s 
remarks at a politburo study session in 2024 is quite long, but it is worth repeating in full 
here as it shows his understanding of what the future might hold (even if it is more about 
employment in general rather than the specifics of youth unemployment and expectations), 
and not least the challenge of meeting expectations:

Recognising the problem does not automatically result in workable solutions, and Xi also 
acknowledges that it will take time for any solutions to bear fruit. But at least we know that 
there is awareness and commitment at the highest level.

This is not an issue that has clear and direct implications for Europe and Europeans. There 
may be consequences for the number of Chinese students studying in Europe, but even that 
impact isn’t very clear. Anecdotally, some overseas graduates believe that those with degrees 
from Chinese universities are being favoured by some employees. But at the same time, there

we must acknowledge the many prominent issues and problems con-
fronting us in employment work. China has entered a phase of develop-
ment where strategic opportunities coexist with risks and challenges, 
while uncertainties and unpredictable factors continue to rise. Main-
taining stable growth and employment remains a pressing task. Trends 
such as declining birthrates, an aging population, regional disparities in 
population development, and digital transformation of the economy are 
exerting a stronger impact on employment, further highlighting struc-
tural employment issues. Moreover, as people’s needs for a higher quality 
of life grow, there is an urgent desire among workers for higher-quality 
job opportunities. [27]
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Ultimately, though, it is not the intention of these EuroHub4Sino papers to always focus on 
issues that have clear and direct relevance for Europe. To be sure, some of them do. But our 
overall mission is to enhance European knowledge of China to enhance the foundations of 
knowledge-informed policy making. Understanding the challenges that the party faces – 
including those that the leadership is well aware of – is crucial to this endeavour. And that’s 
before we even start to consider other generational changes that will simply add to the 
challenge of leadership and legitimacy in a one- party state in the longer run. The problems 
of the young might be the most pressing today, but the problem of the aging and old is going 
to be a potentially even bigger issue in the future.

is other anecdotal evidence that points to students taking further or second degrees, includ-
ing overseas, to postpone having to try to join the job market.
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KEY TAKEAWAYS

China has a vast system of local governance, with no single national model of 
how provincial authorities interact with subordinate sub-provincial govern-
ments.

There is a long history of central government attempts to control local govern-
ments, with solutions to tackling one perceived driver of local autonomy often 
generating new ones.

Despite the centralisation of authority under Xi Jinping, local governments 
retain the ability to prioritise local economic interests and objectives over na-
tional ones. This creates problems both for Beijing (for example, excess ca-
pacity and provincial competition leading to a waste of resources) and also for 
Europe (overcapacity leading to price wars in external markets).

Xi Jinping has targeted eliminating local protectionism and building a unified 
national market as a key task for the next Five Year Plan.

Raising revenue to meet local spending commitments and the way in which 
officials are evaluated combine to provide incentives for local governments to 
prioritise local economic objectives over national ones. Dealing with local debt 
is also a key driver in many cases. What might seem irrational from a national 
viewpoint can look very rational and effective from the local level.

As there is no single driver of local protectionism, there is no easy solution. 
Reforming the fiscal system, though, and the financial relationship between 
central and local governments must form part of any solution.
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Introduction 
At the Central Economic Work Conference in December 2024, Xi Jinping laid out his renewed 
commitment to establishing what he called a “unified national market” (quanguo tongyi da 
shichang). [1] In its recent incarnation, the need for this unification is connected to the goal 
of solving what is translated into English as “involution” – neijuan in Chinese. As briefly 
discussed in a previous EuroHub4Sino paper, [2] this refers to what Xi called “cut-throat 
low-price competition among enterprises” in sectors where there is over-supply, with poor 
quality and inefficiently produced goods often finding a market at the expense of superior 
products. The same goal of building the unified national market was also a key component 
of the proposals for the 15 th Five Year Plan published in October 2025. [3]

In a later speech to the Central Financial and Economic Affairs Commission in July 2025, Xi 
explained that this is a result of “distorted views of political performance” where local gov-
ernment officials think it is in their best interests to prioritise price over quality because of the 
pressures on local coffers, and (probably more important) to support and protect local produc-
ers rather than buying or sourcing better quality goods from other parts of the country. [4] Doing
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so ensured that otherwise uncompetitive local producers gained a market share that they 
would not get in open market competition, not just keeping them alive but also through the 
fiscal system (more on which later) recycling money back to the local government.

Although Xi’s interventions signal a renewed focus on the consequences of local protection-
ism, it is not a new concern; far from it. The specific involution discourse is indeed new. It 
seems to be related to Xi’s concern that his New Quality Productive Forces agenda doesn’t 
just repeat past patterns, with local governments competing with each other to take advan-
tage of new initiatives resulting in an oversupply of these new (quality) produce. [5] And 
much of it seems to be about tolerating losses in the short term to drive out competition and 
wait for others to leave the market. Even here, though, this is often done under the umbrella 
of local government support and subsidies, [6] and a broader more general concern with the 
consequences of overproduction and local protectionism certainly isn’t new.

Not surprisingly, the current discourse in China credits Xi for bringing not just involution, 
but the problem of local protectionism more generally to national attention by mentioning 
it in his speech at the 18 th Party Congress in 2012. [7] This was followed by a “a work plan 
to remove regional blockades and establish an open market system” the following year. [8] 
The fact that nearly a decade later in April 2022 there was a new push for progress and a 
“detailed set of policy measures … to develop a unified national market, aimed at ending lo-
cal protectionism and unifying the fragmented market” [9] certainly suggests that the 2013 
solution didn’t fully work, and points to how complex, deep seated, and difficult the problem 
really is to resolve.

And in truth, this is not an issue that only came to light after Xi came to power. Local protec-
tionism has been identified as a cause of concern by Chinese leaders for many years. It was 
a key cause of concern, for example, for Jiang Zemin in 2000, [10] and (as we shall see later) 
Hu Yaobang even further back in 1985, with Chinese scholars warning against the emergence 
of local fiefdom’s or “dukedom economies” (zhuhou jingji) in the late 1980s. [11] Indeed, Carol 
Hamrin concluded in 1990 that after the first decade or so of reform after the death of Mao 
“China needed to open up on the inside as well as to the outside”. [12]

The incentive structures that Xi has highlighted are closely linked to the nature of local gov-
ernment financing; or more correctly, the inadequacy of it. While the nature of this financing 
has changed over the years, one constant is that to different degrees and in different ways, 
many local governments simply have had to find innovative ways of raising money. This is 
not just a matter of meeting targets and fulfilling expectations that can improve individual 
officials’ career prospects (and let’s be honest, at times to probably enhance their personal 
fortunes as well), but quite simply of meeting their financial obligations and delivering local 
services that need to be delivered. 
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Before delving into the causes and consequences of such action in more depth, this paper be-
gins with a quick overview of the nature of local governance in China. Despite Xi taking more 
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power into his and the party centre’s hands during his period in power, China is simply too 
big and too diverse to be ruled effectively by a small group of politicians in Beijing (let alone 
by one man). What happens on the ground on a daily basis of course is influenced by what Xi 
says, does and wants. But it is also influenced by how different layers of local governments 
act; and when the average Chinese citizen comes into contact with the state, it is typically 
the local manifestation of the state that they encounter. 

The most obvious starting point when thinking about sub national governance in China is 
to focus on the Provincial Level, and to ask questions about centre-province relations and/
or inter-provincial differences (and at times tensions). And just about any statistic you can 
find reveals massive provincial difference to the extent that talking about a national aver-
age can seem really rather pointless. For example, per capita GDP per provincial level unit 
in 2024 ranged from RMB228,167 in Beijing (around US$32,000) to RMB52,827 in Gansu (just 
under US$7,500). In total 20 provinces had per capita GDP lower than the national aver-
age of RMB95,749. [13] Six provincial level units - Guangdong, Zhejiang, Jiangsu, Shanghai, 
Shandong, and Fujian – have long been the main source of Chinese exports, and most years 
will account for nearly 80 per cent of the national total. [14] According to China’s Ministry of 
Commerce, in 2022 China’s Eastern provinces accounted for 86.6 per cent of all new inward 
investment. Central provinces (which confusingly includes some in the northeast) took 7.3 
per cent, and Western ones got a mere 5.8 per cent. [15] Qinghai’s share of the total was 0.01 
per cent compared to 16.1 per cent for Fujian, the biggest single recipient. [16]

But in many respects, provincial level governments aren’t really local at all. Guangdong, 
Shandong and Henan all have populations of over 100 million people, and Jiangsu’s 85 mil-
lion puts it just ahead of Germany, the EU’s most populous state. The population of Beijing 
Municipality alone is only surpassed by five EU states. The biggest municipal provincial 
level city, Chongqing, is roughly the same size as Austria (and has more than three times 
Austria’s population). 
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Layers of the Local

Provincial Variations

Along with Tianjin and Shanghai, Chongqing is one of the three municipalities at the same 
level in the hierarchy of power as the 22 provinces (23 if you include Taiwan as a province of 
China as the PRC insists that it is). The Provincial Level also includes the four Autonomous 
Regions (Tibet, Xinjiang, Inner Mongolia, Guangxi and Ningxia) and although they are often 
not included in analyses of centre-local relations, it also technically includes the Special 
Administrative Regions of Hong Kong and Macao. 
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The third level is the just over 2,850 County Level units, consisting of counties (including 
autonomous ones, banners and so on), county level cities, and districts of bigger urban areas. 
And the fourth tier is the Township Level, with nearly 40,000 different governments, primar-
ily towns and townships but also including over 8,000 subdistricts of bigger urban units. 
There is also a fifth level of over 650,000 basic level units such as residential committees and 
village committees which regulate what goes on at the micro level. However, they are not 
typically included in the study of local governments in China; not least (but not only) those 
that are concerned with financial affairs. [18]

So there is a massive set of local government actors (and interests) below the Provincial 
Level. And it is this tier of local government that most ordinary Chinese come into contact 
with, as governments at the Prefecture Level and below have the main responsibility for 
delivering those services that affect day-to-day life; health care, education, environmental 
protection, social welfare and unemployment support and so on. Most of the debt of Chinese 
local governments is also located below the provincial level, and here again we see signifi-
cant regional variations with most of this debt in the central and western regions. [19]

There is also massive complexity, as there is no single set way that provincial level govern-
ments organise their relations with lower levels. For example, some counties have to report 
and share revenues with the prefecture government above them, while others miss out the 
prefecture stage and deal directly with the provincial government. The amount of revenue 
that sub-provincial level governments can retain rather than pass on to (or share with) 
higher authorities also differs across the country. [20] Even within a single province, some 
sub-provincial units can be favoured and get special treatment denied to other governments 
at the same level. Provincial governments thus play a key role in establishing the “develop-
mental space” (or different developmental spaces) that their subordinate governments can 
operate within, providing not just provincial specific incentives and strategies, but different 
sub-provincial ones as well. [21]
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The name of the level, then, doesn’t necessarily directly correspond to the name of all of the 
territorial units at that level; not all of the provincial level units are actually called Provinces. 
The same is true at the second level, the Prefectural Level. In fact, of the 333 prefectural level 
governments, only 7 are actually called prefectures (though the 3 Leagues in Inner Mongolia 
are effectively prefectures by another name, and there are also 30 autonomous prefectures). 
By far the overwhelming majority are cities that are designated as prefectural level cities. [17]

Sub-Provincial Governments
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So looking at the provincial level remains very important when it comes to trying to un-
derstand the political economy of China, or when looking to enter the Chinese economy. 
However, a provincial level focus needs to be accompanied by an understanding that there is 
much that happens at lower levels that determines what actually happens on the ground. Not 
least because it is primarily below the Provincial Level that local governments have the sort 
of intimate day-to-day relationship with other actors – most notably, businesses and local 
financial institutions – that collectively go a long way to shaping the type of local economic 
activity that Xi argues is obstructing the emergence of a single unified national market. 

For one influential Chinese economist, Bai Chong’en, this has resulted in the creation of a 
“preferential” economic model rather than a “universal, rules based” one. [22] At the most 
basic of levels, this can entail the local government giving preferential treatment to those 
that are part of (or very close to) the system itself – for example, if businessmen are party 
members and/or sit on the local People’s Congress. Simply not cause problems by complain-
ing about corruption or other government action can also result in preferential treatment.

But it also entails more proactive action to attract and support the type of economic activity 
that the local government thinks will support its goals. Setting up a new business in China 
entails overcoming significant bureaucratic hurdles. So making it easier (or indeed harder) to 
As land is owned by the state, this creates a very strong starting point for local governments 
to shape who can do what, where and when.  We can then add on the various permissions 
and licenses that are needed to get any business started – certainly one of any size and 
significance - and support in gaining access to finance at the most affordable rates. And 
although Bai was proposing the idea of a preferential model over a decade ago now, much of 
his analysis still holds true today.

What one individual local government does might not have national significance. But if a 
number of local governments are doing the same (or maybe even all of them), then the na-
tional significance starts to become clear. With over-supply in many economic sectors, local 
governments tend to support their own local producers and keep them in business (and in 
profit) irrespective of quality and price, often at the expense of better or cheaper (or both) sup-
plies from elsewhere. This can entail making it harder for “outsiders” to get the certificates 
and permits they need to operate than it is for preferred local actors. [23] Xi has also placed 
a particular emphasis on local governments procurement and bidding processes including 
“problems such as awarding contracts solely on the lowest bid, substituting inferior goods 
for quality ones, and collusion of interests”. [24]
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Local Governments and Local Political Economics
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Xi’s reference to the “collusion of interests” points to very personal incentives for some local 
officials to act this way; they can make money out of it. This is why anti-corruption activi-
ties including inspections of local government activity has increased under Xi (though not 
always as effectively as Xi would presumably like them to be). [25] But it’s not just about cor-
rupt and illegal activity. The importance of maintaining employment (and concerns about 
the socio-political consequences of large-scale unemployment) plays a role too. Arguably 
most important, though, is a combination of structural incentives and financial necessities.

At the most basic level, generating local GDP growth has been beneficial for local government 
officials when it comes to evaluations and promotions. Perhaps not surprisingly, the success 
(counted in specific ways) of the local economy is more important to them than creating a 
more rational and efficient national economy as a whole. Hence Xi’s comments on the con-
sequences of specific understandings of what constitutes a good “political performance” 
noted in the introduction to this paper. 

There is not space here to explain the nature of the fiscal system in any detail and the chang-
es that have occurred since the major fiscal reforms of 1994. But the big picture story is that 
ever since then, many local governments have struggled to find the money that they need to 
not just show that their leaders have performed well, but to meet their financial obligations 
and responsibilities. Indeed, in 2024, the IMF referred to local governments as a whole facing 
a potential “fiscal cliff”. [26] This is in part because of the way that fiscal revenues are une-
qually divided between the central government and local authorities, and in part because of 
a similar unequal distribution of spending responsibilities.

In response, local governments have responded in three main ways. First, they have sought 
to maximise extra-budgetary sources of revenue. For a while, this primarily took the form of 
local governments levying fees for just about any and every service that they could think of 
outside the formal fiscal system. Such extra-budgetary finances probably raised more money 
in the country as a whole than taxes before most of the loopholes were closed and brought 
into the formal fiscal system at the start of the millennium. [27] More recently, selling land 
use rights – not selling the land itself but the right to do things with and/or on it – proved 
a lucrative source of income, becoming the single biggest source of funds that local gov-
ernments directly controlled themselves in the 2010s. Rising land prices were also used as 
collateral against loans taken out by local government owned financial companies (difang 
rongzi pingtai gongsi) to fund projects that their local governments wanted them to fund. [28]

This had many benefits:
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Incentives to Act 

Filling Fiscal Gaps

tasked with responsibility for local growth and left with a shortfall in 
budgets, local governments began to pursue urban development and
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But as we have witnessed in recent years, these benefits quickly disappear when real estate 
prices begin to fall, as they have been doing in many parts of China since 2021. [30]
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Second, they have prioritised those activities that maximise local incomes. VAT and Cor-
porate Income Tax collectively make up over half of local government income. [31] As the 
latter is collected in the province where the corporate headquarters is located (so not nec-
essarily where the income is being generated), it makes sense for provincial governments 
to foster their own local producers rather than see locally incurred fiscal revenue being paid 
to another province. It also makes sense to develop local capacity in those sectors that are 
producing goods in high demand, and/or those that have been prioritised by the national 
government, and thus able to benefit from preferential treatment and policies. Competitive 
investment by local governments can then result in national over-capacity. The expansion 
of the production of New Electronic Vehicles is a very good example here, and one that has 
been highlighted by the central government as a site of what it calls “irrational competition”; 
though what might seem irrational from a national viewpoint can look very rational and 
effective from the local level. [32]

Third, they protect and support those local economic activities that help them meet their 
objectives, especially (but not only) those that they have themselves fostered and nurtured. 
Which takes us right back to the start of the paper, and the goal of breaking local protection-
ism and building a unified national market. 

Faced with a need to meet central targets for revenue collection, local 
authorities moved to create and defend local producers of high prof-
it yielding produce. This local intervention took two forms. Firstly, in 
some provinces locally produced (or controlled) raw materials were 
earmarked for local enterprises to ensure production. Secondly, internal 
trade barriers were also built to protect local industries, such as impos-
ing “import” tariffs on goods from other provinces. In combination, this 
allowed local produce to find a market irrespective of the comparative 
efficiency of production or the quality of produce of competitors.  Local 
profits were maintained and income for the local authority while high 
quality and more efficient producers were forced to cut back on

What is to be done ?

soon discovered a fruitful, self-reinforcing positive feedback loop: pros-
perous regions, with a higher quality of life would have higher land 
prices, which enhanced a local government’s capacity to raise funds 
through land sales. This cycle was instrumental in China’s rapid eco-
nomic development. [29]

To sum up then:
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The overarching goal of that study of the 1980s was to examine what happened when individ-
ual reforms that made sense in their specific individual areas all came together and had to be 
interpreted and implemented by local governments. It tried to show that the sense and logic 
of one reform could be altered or even totally undermined by the collective consequences of 
different reforms in different areas. What was being done in the 1980s in terms of industrial 
policy, rural reforms, partial marketisation, financial reforms, administrative decentrali-
sation, spatial/regional policy might have all made sense as discrete individual strategies. 
But they filtered down and interacted with each other in ways that created incentives (and 
indeed necessities) for local officials to act in certain ways; including in some ways that the 
central government was far from happy with even though it was generating growth.

The setting that local officials operate within today is very different from the 1980s. Indeed, 
one of the assumed solutions to localism in the 1980s – fiscal reform – has become one of 
the sources of it today. But the same basic argument holds true. If the leadership is serious 
about dealing with local protectionism, then they need to consider all the different factors 
(and how they interact with each other) that provide the incentives and necessities for lo-
cal officials to act in the way that they often do. As much as Xi Jinping talks about the need 
for about coordinated macroeconomic governance, such a holistic approach is not always 
evident in his comments on local protectionism. 

Xi has outlined a number of things that he wants to see happen to begin to break down the 
old system and create a new one. As is often the case with Xi’s solutions, this includes ex-
hortations for everybody to do the right thing and do their duty for the national good. But 
there are also more specific focuses on making sure that existing laws and regulations are 
actually and actively implemented, introducing new standards across the country to govern 
government procurement, and clarifying and standardising what is permissible and when 
in terms of local government subsidies for and investment promotion activities. And then 
we have the need to rectify the already noted problem of evaluating political performance.
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Except that this over long quote is not actually a contemporary assessment at all. Rather, 
it was written as part of an analysis of the first decade of post-Mao reforms in the 1980s. 
[33] That it seems to have at least some salience to the current situation over 30 years later 
perhaps says something about the author’s laziness, and his reluctance to move on from 
previous positions. But perhaps it also says something about the extent and longevity of the 
problem that Xi seems now so keen to deal with. And also how numerous attempts to rein 
in localism have met with only partial results, and often simply resulted in creating new 
drivers and methods of prioritising the local over the national.

production either because of shortages of raw materials, artificially 
shrinking markets, or both… Although this type of action is irrational 
given the goals and priorities of the state …. it was rational from a local 
viewpoint given the environment they had to operate in.
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Whether these changes will be enough to fundamentally shift incentives, necessities and 
actions in the way that Xi wants them to shift remains to be seen. This is in part because 
of the size of the financial problem facing many local governments – sorting out the future 
fiscal relationship will not on its own resolve past problems and make local governments 
debt free. Then we can add on the exacerbation of the situation for many by not just the real 
estate crisis, but the consequences of the pandemic on the Chinese economy, real and po-
tential changes in China’s international (economic) environment.

It is also because this paper has only scratched the surface of the complexity of the different 
interacting factors that together help create the context that local governments operate with-
in.  We can certainly add on the significance of welfare policy, banking and other financial 
reforms, consumer confidence and activity, and the way that the New Quality Productive 
Forces agenda will play out spatially across the country, and the demographic challenges 
that were covered in a previous Euro Hub 4 Sino paper. [37] No surprise, then, that Xi himself 
has concluded that “building a unified national market is both a tough battle and a protracted 
war”.

Whilst not wishing to push the comparison too far, it is hard to avoid the temptation to return 
once again to the 1980s, and note at least some similarity between what Xi has been saying, 
and Zhao Ziyang’s analysis back in 1985. Then, Zhao used his Government Work Report to 
complain that local interests were impinging on central policy and national concerns in far 
too many cases, and local governments were seeking “higher growth rates with no regard to 
society’s needs, supply and demand, [and] available financial and material resources”. They 
were in effect pursuing “their own interests at the expense of those of the state and the peo-
ple, and their pursuit of immediate interests at the expense of the long term interests in the 
development of production.” And some of his solutions sounded a bit like Xi’s too, reminding 
local officials that they were “absolutely forbidden to overstep their authority and go their 
own way …. and damage the overall interests of the country in pursuit of the interests of their
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Fiscal reform is on the agenda as well, with a specific focus on transferring more spending 
responsibilities to the central government, and changing both the way that taxes are raised 
and shared. [35] This includes revising both the fiscal relationship between the centre and 
the provinces, and also between provinces and lower level governments with the promise of 
locating more fiscal revenue at the county level. There is also a commitment to “standardize 
tax revenue sharing” below the provincial level, but as yet with no clarity over what this 
standardised system might look like. [36]

The assessment system for high-quality development and the evalua-
tion system for officials’ political performance should be improved. Be-
haviour such as irregular investment promotion, local protectionism …. 
must be promptly criticized and corrected, with serious accountability 
pursued for egregious cases. [34]
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There is clearly much more to come, not least in terms of very specific and targeted policy 
changes. As these emerge, though, one key question is whether Xi is focussing on the real 
fundamental cause of what he sees as a problem, or whether he is paying too much attention 
to a symptom that results from something else. Local protectionism and the tendency to-
wards involution might be a problem for the central government, and the evaluation system 
for officials and assumed benchmarks of successful local government action are indeed 
part of the cause. But there are other causes too. Until and unless the government gets local 
financing right (and also finds a long term and effective way of dealing with local debt), then 
China will continue to face potentially serious economic problems in the not too decent 
future. And even this might not be enough if change in other policy areas isn’t coordinated 
with the goals of fiscal and financial reforms.

In this case, though, we can also draw two conclusions that have direct relevance for Europe 
and Europeans. If local protectionism is broken down, then there is the chance that this will 
lead to greater opportunities for foreign companies and actors as well as non-local Chinese 
ones. But only a chance (and probably a slim one at that). The immediate intention is to 
make a level playing field for domestic Chinese actors and there has to be a strong possibility 
that others will still find it hard to compete. But it’s certainly worth monitoring new policy 
announcements to see if they create a greater space for foreigners, and form part of the gov-
ernment’s claims that it is becoming ever more open to foreigners. [40]
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As noted in some detail in an earlier Euro Hub 4 Sino paper, [39] more or less anything that 
happens in the Chinese economy has external consequences, whether intentionally so or 
not.  Indeed, this one of the common themes of the papers in the Political Economy section of 
the EuroHub4Sino project. Another recurring theme is China’s leaders’ – and most obviously 
Xi Jinping’s – desire to bring about an ambitious and fundamental change in the way that 
the Chinese economy works, with a specific focus on how growth should be achieved. And 
a third is that notwithstanding the confident way that Xi presents himself and the party to 
the Chinese people and the world, there is also recognition at the highest level of the need to 
act now to try and prevent the emergence of serious social and economic problems; many of 
them in the not too distant future. So when Xi himself makes the sort of speeches he made 
in 2024 and 2025, and it becomes clear that the unified national market agenda is also a key 
objective of the next Five Year Plan, then it really makes a lot of sense to try and understand 
what is going on. 

The Global Effects of Local Economic Change

own units or small circles”, and calling for unity of purpose and action: “as long as our people 
share the same understanding and act in unison, we have the ability and resourcefulness to 
solve any problems that arise in the course of our progress.” [38]
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Second, China is a big and diverse country with a complicated and extensive structure of 
local governments, and a variety of different local political economies. As noted in the intro-
duction, there are good reasons for focussing on the apex of the political system, particularly 
in the Xi era. Yes, this is a centralised unitary political system, and that central control might 
be stronger under Xi than under previous leaders. But there is still considerable room for 
local governments to do things that they think works best for them and to do things that the 
central authorities don’t like. 

As China began to open to the world in the 1980s and then even more so in the 1990s, it be-
came a sort of common sense that you couldn’t simply treat it as a single economic entity. 
Perhaps some of that common sense has been a bit forgotten or obscured since 2012, as Xi’s 
attempts to assert himself over the party and the party over the country have understandably 
resulted in a focus on the very top of the political hierarchy and the core of the centre of the 
political system. On a practical level, it is also very hard to keep on top of what is going on 
across the country as a whole. That is true if you just want to focus on the provincial level of 
local government, but even more so once you get down to the prefectural and county levels. 
Despite all that has happened, though, we simply cannot understand how the Chinese econ-
omy functions on a day-to-day basis on the ground by only studying central policy. Or even 
by looking at politics at the provincial level alone. If you want to trade with China, invest in 
China or accept Chinese investment, then understanding the specific local context that your 
Chinese partners are operating within would seem to make a lot of sense. 
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And indeed, excess production that is at least in part a result of local governments com-
peting with each other has already impacted on Europe. That’s because competition for 
market share is not just limited to the domestic Chinese market, and the impact on Europe 
of domestic change in China sometimes is sometimes very much intentional. Competing in 
overseas markets is also a feature of local government support for favoured local producers, 
particularly (but not only) when the domestic market is saturated. The expansion of the 
Chinese presence in European Electric Vehicle markets is a very good example here. [41]
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KEY TAKEAWAYS

China is altering the international landscape by creating new norms and al-
liances, especially in the Global South. China is building a new set of inter-
national institutions and initiatives in opposition to the Western-led liberal 
international order.

China’s engagement with the developing world is relatively successful because 
it is better coordinated and more consistent than what the West has been do-
ing. It is also better adjusted to the needs of countries in the Global South. This 
has enormous economic and security implications internationally.

The West – defined primarily as the US + Europe – needs to face the unpleas-
ant truth that China is winning the influence battle in many parts of the world.

The Chinese Communist Party has the advantage of a relatively monolithic po-
litical structure, which enables it to coordinate financial institutions and cor-
porations quite effectively. China can move much faster than the EU, even if 
this means that funds are misallocated, or used in ways that the West dislikes.
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The West is undermining its image through self-inflicted wounds such as US 
withdrawal of aid and perceived US and EU support for Israel, unpopular in 
many Muslim countries.

China’s trade with the Global South is steadily increasing, building new mar-
kets which reduce dependence on Europe and North America.

In reshaping its engagement with the Global South, the West must take the 
experiences and concerns of developing countries more seriously. This will 
also provide a better understanding of why China is currently often successful.

The EU needs to decide whether to compete or cooperate with China – or, we 
suggest, to use a combination of strategic competition and cooperation in 
carefully selected areas.

China’s increasing influence in the Global South: what 
does it mean for the EU?
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Introduction: China’s challenge to the West
In the last three decades, China has altered the landscape of trade, investment and devel-
opment in the Global South (defined as including Africa, Latin America, the Middle East, 
Central Asia, South Asia, Southeast Asia, and the Pacific Islands). Since Xi Jinping became 
general secretary in 2012, China’s approach to the Global South has generally been equated 
with the Belt and Road Initiative (BRI), a platform for improving connectivity, infrastructure, 
and people-to-people exchanges. The BRI builds upon China’s earlier ‘Going Global’ initiative, 
which was introduced in the late 1990s, as well as attempts in the 1960s and 1970s to develop 
friendly relations with African countries. [1]

Broadly speaking, under both Xi Jinping and his predecessors, the Chinese government has
taken a practical, flexible approach to building relations within a relatively consistent overall
strategic framework. This is primarily intended to develop relations and interdependencies
with countries in the Global South. In the process, China is introducing new norms for inter-
action, some of which run counter to the EU’s values-based approach. For instance, China 
presents its approach as ‘non-interference’ in the politics of partner countries, meaning that 
authoritarian regimes are tolerated and even supported. It offers the Global South a vision 
of a ‘community of shared future’, to be built hand in hand with regimes that the West sees 
as unacceptable. This stands in direct opposition to the EU’s expectation that countries will 
adopt Western-style democratic and human rights norms.
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China’s growing economic clout has changed global commerce. China is the world’s second
biggest economy, the world’s biggest producer of manufactured products, and the biggest 
exporter. China imports raw materials from Global South countries and turns them into 
finished products, increasing amounts of which are now exported to the Global South. But 
this is not just exploitation or neo-colonialism, as sometimes depicted in the West. China is 
looking to Global South countries as emerging markets for its goods, creating an alternative 
to previous Chinese over-dependence on exporting to Europe and North America.

There is now no doubt that China’s influence-building activity is changing the structure of
international politics and governance as well as economics. China uses regional cooperation
platforms such as the Forum on China-Africa Cooperation (FOCAC), BRICS, and the Shanghai 
Cooperation Organisation (SCO) – the last two of which include Russia and India – to build 
regional networks of influence. [2] At the same time, bilateral relations are built through trade 
and investment deals. China’s growing influence and different norms and institutions are a 
challenge to the Western-led so-called liberal international order, represented by institutions 
such as the G7, the World Trade Organisation (WTO), and the International Monetary Fund 
(IMF). Thus, there is an urgent need for the EU to take a clear position on how it intends to 
react to China’s attempts to reform the international system through influence in the Global 
South. On the other hand, amid increasing global uncertainties, developing a clear position 
is easier said than done.

China’s patterns of cooperation with the Global South
China’s regional cooperation patterns vary slightly depending on a region’s specific con-
cerns: while various forums relating to different stakeholder groups and policy areas have 
been institutionalized with Africa over the past two decades, there exist several dialogue and 
exchange formats with the Arab states, Latin America or the Pacific islands, too.

Particularly since the founding of the FOCAC in 2000, China has been working to strengthen
its relations with African countries. Regular summit meetings and ministerial conferences
demonstrate China’s commitment to cooperation and respect for African countries. The 
forum has also become a key platform for China’s Global South diplomacy over the years. In
chronological terms, the China-Arab States Cooperation Forum (CASCF), which was es-
tablished in 2004, is also significant. As a dialogue mechanism between China and the 22 
Arab states, it promotes cooperation in areas ranging from energy security to infrastructure 
development. Since 2006, there have also been regular high-level exchanges between China 
and the Pacific Islands. The China–Pacific Islands Forum, established in Fiji in the same year, 
provides a framework for economic and trade cooperation between both sides. China has 
long-standing ties with Central Asia. However, in 2012, the China + Central Asia (C+C5) Co-
operation Forum was established to facilitate diplomatic exchanges between China and the
five Central Asian states: Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan, and Uzbekistan. 
Another regional exchange format emerged in January 2015 in the form of the China-CELAC 
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All forums were initiated or strongly promoted by the Chinese government in order to sys-
tematically cooperate with entire groups of countries (Africa, Pacific states, Arab world etc.). 
As an important part of Chinese diplomacy towards the Global South, they establish insti-
tutionalised channels through which China can coordinate its foreign policy and econom-
ic agenda. The importance of ‘South-South cooperation’ is emphasised in regular summit 
meetings (every 2–3 years) and joint action plans or communiqués. Another common feature 
of all formats is that they not only address key political issues and economic interests, but 
also include educational opportunities and support measures, e.g. for poverty reduction, 
disaster prevention or environmental and climate protection depending on the situation of 
the respective country groups. In doing so, China deploys the full spectrum of its engagement 
with the Global South. In addition to cultivating bilateral ties through traditional diplomacy 
and regional cooperation forums, it has deepened economic relations through investment, 
trade, resource extraction, and financial arrangements. 

China also forges targeted connections with younger generations by offering education-
al opportunities through training programs and scholarships. As a result, the number of 
students studying in China has risen steadily over the past decade – aside from a sharp 
drop during the pandemic – with the growth driven primarily by students from the Global 
South. According to official figures available, the majority of foreign students currently come 
from South Korea. However, the number of students from Western industrialised countries 
is stagnating or declining, while the number of students from Africa, Southeast Asia and 
Central Asia is increasing. This shift is changing the proportion of foreign students from 
different regions. Scholars at major Chinese universities confirm that a growing proportion 
of students is coming from the Global South and that the number is expected to rise. [3] This 
development is reinforced by the notion of a “community of shared future for mankind” (or 
common destiny), frequently invoked in key speeches by Chinese government officials. Be-
yond the practical links created through learning the Chinese language, this concept also 
serves to cultivate an ideological relationship to China. [4]

The increasing role of the education sector is also reflected in the accelerated expansion of 
area studies at Chinese universities in recent years, which is equipping Chinese actors for 
the growing global outreach. Overall, these measures fit into a larger strategic foreign policy 
framework, which is positively received in many countries of the Global South because of 
its official reference to upholding a peaceful development with mutual respect, the principle 
of creating win-win situations, diplomatic efforts to generate global partnerships and the 
preservation of equality and justice in the reform of global governance. [5] What is more, me-
dia and think tank partnerships with the Global South to promote the Chinese perspective 
on international relations and global governance as well as to broaden the scope of actors

Forum. Through this, China connects with the Community of Latin American and Caribbean
States (CELAC), and it meanwhile serves as a priority platform for promoting political rela-
tions.
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referring to those views are becoming more and more important. [6]

China’s attempts to reform the international system
BRICS is an obvious attempt to develop an alternative international institution as a counter 
to the G7, which includes only countries from the Global North. In contrast, BRICS, which has 
expanded its membership to ten in recent years, [7] includes only Global South countries. 
Similarly, the Shanghai Cooperation Organisation (SCO), which initially focused on Central 
Asia and Russia, is expanding its reach to include South Asia and the Middle East. [8] The 
SCO has ten full members, but there are also 16 observers and dialogue partners, all from 
the Global South. These institutions and others such as FOCAC and the China-Arab States 
Cooperation Forum (CASCF) constitute a clear attempt to create a network of institutions as 
a Global South focussed alternative to the Western-led liberal international order.

In the plenary session of the 17th BRICS Summit held in Rio de Janeiro in early July 2025 
and titled ‘Strengthening Global South Cooperation for More Inclusive and Sustainable Gov-
ernance’, Premier Li Qiang said:

Thus, a coherent system consisting of five pillars has emerged in Chinese foreign policy 
through which influence can be exerted on the Global South in particular:

The Chinese Premier’s statement makes it clear that China is actively trying to change the 
structure of the international order and global governance system via its influence in the 
Global South. Beijing sees the multilateral cooperation platforms it leads, such as BRICS, FO-
CAC, and the SCO – which includes Russia and India – as a new governance architecture for 
reforming the Western-led international order. China’s practice-based approach – which can 
be termed normative diplomacy [10] – is a direct challenge to the EU’s values-based approach 
based on respect for Western ideas of democracy and individual human rights.

China’s challenge to the West was laid out in full at the SCO meeting in Beijing in early Sep-
tember 2025. Speaking to leaders from over twenty countries including Indian Prime Min-
ister Narendra Modi and Russian President Vladimir Putin, President Xi Jinping introduced 
the concept of a ‘Global Governance Initiative’ (GGI). [11] This, alongside his earlier initiatives 
the Global Civilisation Initiative (GCI), the Global Security Initiative (GSI), and the Global De-
velopment Initiative (GDI), as well as the BRI, is a clear attempt to construct an alternative 
international order as a counter to the West. [12]

… all parties have come to see the growing necessity and urgency to 
reform the global governance system, and all are participating in and 
promoting the reform of global governance through various means. [9]

1. The Belt and Road Initiative (BRI): Based on expanding transcontinental 
transportation, energy, and digital networks, infrastructural and material 
dependencies can be established.
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2. The Global Development Initiative (GDI): Presenting China as a model of 
developmental success creates legitimacy for its development policies, sup-
porting South-South cooperation in areas such as poverty reduction, food 
security, green development and digitalisation, and promoting these policies 
via the United Nations.

3. The Global Security Initiative (GSI): By placing special emphasis on dip-
lomatic relations and stability, existing security policy norms are reinter-
preted with the attempt to improve global security governance. A holistic 
understanding of security enables the broad addressing of traditional and 
non-traditional security aspects. 

4. The Global Civilisation Initiative (GCI): By invoking its own history and 
traditions, China seeks not only to highlight its uniqueness and distinctive 
path to modernization through this initiative, but also to promote ideological 
pluralism and cultural diversity. The initiative seeks to emphasise Chinese 
values as well as the diversity of values to delegitimising universal values. 
Through inter-civilisation exchange and mutual learning, peace, justice and 
prosperity are to be promoted worldwide by searching for common interests.

5. The Global Governance Initiative (GGI): Long-term institutional reform of 
the world order and propagation of a multipolar system should strengthen 
the influence of China and the Global South, reducing Western norm-setting 
power in favour of multilateral rules influenced by China. 

It is noteworthy that China has newly introduced four of these global initiatives since 2021. 
Although no clear roadmap for the implementation and design of these approaches has yet 
been presented, it is evident that a parallel order is emerging, based on non-intervention, 
economic interdependence, and selective multilateralism. In addition to political and eco-
nomic considerations, the cultural dimension is also being addressed internationally, with 
invocation to the radiance of Chinese civilisation and history. [13]

Increasing Chinese influence in the Global South
China’s trade with Global South countries is rapidly increasing, while its reliance on Euro-
pean and North American markets is steadily decreasing. Meanwhile, aid and development 
finance are also increasing. China is exporting more of its industrial products to Global South 
countries, meaning that their economies are becoming more tied to China’s. For instance, 
African countries export natural resources such as oil, iron, zinc and cobalt to China as a 
supply of raw materials for industrial production. Interdependence between China and the 
Global South is growing, while trade with Europe and the US constitutes an ever-smaller 
percentage of their economic activity. [14] Alongside the China-led multilateral institutions 
outlined in the previous section, this means that Chinese influence in Global South countries 
is rising, and is starting to exceed that of the US and the EU.
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China is also at the forefront of science and technology innovation in electric vehicles, so-
lar power, IT, facial recognition, robotics, drones, and AI. These are among the technologies 
which China is delivering to its partners in the Global South. For example, China’s exports 
of solar panels to African countries increased to record levels in the twelve months to June 
2025. [15] Chinese companies such as the little-known Transsion are also supplying mobile 
phones at affordable prices to Africans, dominating the market. [16] These Chinese technolo-
gies can be game-changing for many developing economies, whose leaders may see Western 
alternatives as too expensive or tied up with burdensome requirements about doing things 
in ways that the West prefers – or even prescribes. Accordingly, they tend to welcome im-
ports from China as supplying technologies and goods that they cannot obtain elsewhere. 
This creates a mixture of development opportunities for the respective countries on the one 
hand and allows for geopolitical power projection by China on the other. While China “helps” 
countries for example with their green transition, it simultaneously binds them more closely 
to own technological standards and its economic and foreign policies, too. All this means 
that the view of China as an exploiter of Global South countries via neo-colonialism or debt 
trap diplomacy is a Western stereotype rather than a true representation of relations between 
Beijing and its growing network of partner countries. In fact, many countries now seem to 
see their economic and political relations with Beijing in a more positive light than those 
with Europe or the US. In large part, this is because of the economic opportunities generated 
through interacting with China. 

As Figures 1 and 2 below illustrate, economic exchange between China and the Global South 
has deepened significantly over the last ten years. In 2024, China exported over 50% more to 
the Global South than to the USA and Europe combined. In relative terms, the share of Chi-
nese exports to the Global South was 44% in 2024, compared to 35% in 2015, while the US’s 
share fell from 18% to 15% in the same period; Western Europe remained stable at 14%. The 
Global South now accounts for more than half (54%) of China’s trade surplus with the rest of 
the world. [17]

China’s imports from the Global South have also more than doubled since 2015, six times as 
much as the value of its imports from the US and four times as much as those from Europe. 
What is more, China has announced plans to import goods worth US$8 trillion from devel-
oping countries by 2030, offering them duty-free access provided diplomatic relations are 
in place.
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*Global South includes South and Southeast Asia, the Middle East and Africa, Eastern Europe, 
Central Asia, and Latin America.  Source: Chang, Charles et al., 2025 [18]

*Global South includes South and Southeast Asia, the Middle East and Africa, Eastern Europe, 
Central Asia, and Latin America.Source: Chang, Charles et al., 2025 [19]

Furthermore, there has been a notable increase in Chinese direct investment, and a growing 
interest among Chinese entrepreneurs in establishing a presence in the Global South. Both 
of these factors are likely to continue in order to open up new markets and resources access 
and can help China to diversify and reduce the uncertainties and vulnerabilities caused by 
US tariffs. The increased exchange of goods is indicative of new economic dynamics, as well 
as of a newly emerging world order that is determined not only by state policy, but also by 
new patterns of everyday cultural, socio-economic networking and increased integration of 
China into the Global South. [20]

China’s specific forms of cooperation and own institutional networks have enabled it to 
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China’s growing popularity in the Global South
Evidence of increasing Chinese influence and acceptance in the Global South also comes in 
the form of opinion polls such as those conducted by Pew Global Research, which demon-
strate that China’s popularity – along with soft power and ability to shape norms of inter-
action – is increasing. At the same time, the popularity of the US and the EU is on a gradual 
decline due to a range of factors. These include the West’s perceived support for Israel in 
Gaza, which is unpopular in many majority Muslim countries. The Trump administration’s 
withdrawal of USAid programmes in Africa has also impacted perceptions of the US. [22] In 
addition, the Trump regime’s inconsistent application of tariffs, often perceived to be unfair, 
has further undermined the image of America as a responsible international actor, making 
China look like a paragon of calm and predictability in comparison.

The idea, now losing traction, that China might be generally unpopular worldwide stems 
from the assumption that the lack of support for China in rich countries occurs also in poor 
countries. But data from polling by the Pew Research Center (see Figure 3) show China’s fa-
vourability in low-income countries was approaching that of the US in 2024 and was much 
higher than in the Global North.

establish a significant sphere of influence, allowing it to act as a major player in its own right, 
particularly when engaging with smaller countries. This approach is partly consistent with 
existing international norms, such as trade, and partly follows different norms, including 
non-intervention, deviating from the prevailing logic of international relations. [21] On the 
one hand, this diversified international action demonstrates that China does not challenge 
the established international order in all areas. On the other hand, it offers an alternative to 
the established international rules of the game in numerous fields, especially for countries 
in the Global South.

Source: Pew Research Center, June 2024 [23]
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Furthermore, there was a remarkable shift in global public opinion from 2024 to 2025. A Nira 
Data poll of 96 countries conducted in April 2025 showed that there was a significant shift 
towards China compared to 2024. Remarkably, the data reveal that 76 out of 96 countries 
now hold a more favourable view of China than the US. In addition, perceptions of the US 
fell dramatically from 2024 to 2025 from a net positive (+22 per cent) to a net negative (-5 per 
cent). During the same period, perceptions of China rose from +5 to +14 per cent, meaning 
that for the first time, more people worldwide now have a positive perception of China than 
of the US, while Russia is still seen negatively, but not much more negatively than the US 

In terms of soft power, China has developed numerous mechanisms for positive self-pres-
entation over the past two decades. These include the professionalisation of foreign com-
munications, the creation of the ‘China’ brand and the establishment of Confucius Institutes. 
Unlike in many Western countries, these institutes are often highly active in the Global 
South, representing an important socio-cultural connection to China. The country’s opening 
up through the introduction of visa-free entry for citizens of 70 countries worldwide has also 
contributed to a more positive perception in many parts of the world. Consequently, in coun-
tries of the Global South, China is often viewed as a partner, problem solver and financier that 
imposes few conditions. To name just one example of the many similar rankings, Brand Fi-
nance’s Soft Power Index measures the global perception of nations, showing how attractive 
a country is in terms of culture, education, diplomacy, economy and governance. According 
to this index, China has now overtaken the UK and is second only to the United States. Look-
ing at developments over the past few years, an interesting shift in soft power influence has 
emerged: While perceptions of the United States are turning negatively, China is managing 
to improve continuously. This can be attributed to strategic efforts to enhance its global 

Source: based on surveys conducted by Nira Data, published May 2025 [24]
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image, such as major infrastructure investments (Belt and Road), a focus on sustainable 
development, well-known technological products, communication initiatives and opening 
up to visitors after the pandemic. China seems to have mitigated previous weaknesses in 
perception, with respondents viewing it positively in terms of its good relations with other 
countries and cultural appeal. In this respect, China is not only benefiting from possible 
(current) weaknesses of the USA in this regard. [25]
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Conclusion: How should the EU react?
Clearly, it is no easy task for the EU to formulate a response to China’s growing influence in 
the Global South. There is a tug-of-war between the logically opposed visions of threat and 
opportunity which tends to stymie decision-making. [26] China’s huge size casts a giant 
shadow over the EU whether one thinks in terms of economic cooperation or strategic com-
petition. There is no clear route out of this conundrum; nevertheless, one urgently needs to 
be found if the EU is to remain relevant in the face of the China-led attempts to remake the 
global order. This includes the urgent need of more coherence among the different positions 
and actors in the EU.

One solution which may satisfy both sides of the argument is to differentiate areas where the 
EU must logically oppose China and those in which cooperation is possible. For instance, the 
EU’s foundational normative principles concerning democracy and human rights mean that 
it cannot find common ground with Chinese support for authoritarian regimes. Standing up 
for these principles in the arena of global public opinion means trying to counter Chinese 
political influence. On the other hand, in the face of global environmental catastrophe there 
is no logical reason not to be sympathetic to China’s ongoing efforts to develop sustainable 
renewable energy solutions. Even if state support for Chinese companies is seen (from the 
EU’s side) as subverting free market norms, the pace of change being achieved by the Chinese 
is remarkable. [27] Importantly, China’s huge investments in renewables serve the common 
human goal of alleviating the climate crisis. Surely, this must matter to the EU, and so come 
to be seen as an area of potential cooperation. In other words, it may be possible to devel-
op a coherent strategy of competition-cooperation variance dependent on distinguishing 
between different policy fields. However, it should be noted that many EU Member States 
currently view non-European countries primarily either as customers from whom profits can 
be made through trade, tourism and investment, or as adversaries who must be contained 
through foreign and security policy, intelligence measures, etc., rather than as potential 
cooperation partners. This is an unfavourable starting point for considering the concerns 
of various non-European countries in a differentiated manner, or for targeted cooperation 
in appropriate policy fields.

Europe should also focus on the strengths that distinguish it from China. In particular, the 
long-established contact between transnational civil societies in Europe and the Global 
South should be mentioned here. Those groups are in constant and productive exchange with 
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reference to certain policy areas and therefore represent an important bridge. Strengthen-
ing this exchange, which takes place on an equal footing and is often strongly committed to 
climate policy goals, fairer global trade, compliance with UN human rights standards and 
SDGs, would be an important sign of European engagement in the Global South – where civil 
society is often under pressure. Europe is also still an important target region for interna-
tional students from the Global South – whose efforts often fail due to financial hurdles, visa 
problems and a lack of integration into the European labour market. Here too, more system-
atic support could create valuable long-term bridges between Europe and the Global South, 
and could counteract China’s Global South narrative – the idea of China as an “understanding 
partner” of a whole Global South, opposed to the “hegemonic West”.

Be this as it may, what needs to happen now is to initiate a vigorous debate on how to react 
to China’s alternative international order building. Gone are the days of labelling Global 
South countries as basket cases in need of charitable aid. Now, allied with China, many of 
them are actively trying to remake global institutions, believing that the current Western-led 
international system does not serve their interests. The EU needs to wake up to this shift in 
world affairs and begin finding ways to improve relations with at least some Global South 
countries. For instance, as a practical measure, countries could be categorised according 
to the degree, along a spectrum, to which they may be more or less amenable to intensified 
diplomatic approaches.

At the same time, it is essential to engage with China on at least some levels rather than 
trying to keep the dragon at arm’s length: it is simply not possible to try to snub or shut out 
China – as some elements in the EU would advise – given its economic size and growing 
political clout, not to mention the presence of sizeable and energetic Chinese diasporas in 
the EU. Yes, engagement will have costs; but the impracticality of trying to ‘decouple’ from 
China is now all too apparent. Meanwhile, ‘derisking’ has not yet, despite much discussion, 
been formulated into a clear strategic approach. Finding a coherent China strategy which 
engages with China as it is rather than how we would like it to be is now a necessity.
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KEY TAKEAWAYS
Western commentary often celebrates China’s green surge as proof of global 
climate leadership, but this narrative obscures deep structural problems and 
significant internal disparities.

China’s new-energy industries are extensions of its long-standing invest-
ment-driven development model, which prioritizes GDP growth at all costs, 
exacerbating regional and social inequalities.

The electric-vehicle (EV) sector reveals severe power imbalances across re-
source allocation and industry chains, shifting risks onto small suppliers and 
consumers.

Amid economic stagnation, massive consumption-subsidy programs create a 
new green paradox: they boost short-term consumption that primarily benefits 
wealthier groups while potentially jeopardizing long-term decarbonization.
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Europe can support a more just transition in China by encouraging responsi-
ble Chinese investment, promoting high-standard recycling cooperations, and 
placing social equity at the center of climate cooperation.
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Introduction
A major outcome of COP30, held in Brazil in November 2025, was the adoption of a just transi-
tion mechanism. [1] For the first time in the COP history, the concept of "justice" took a central 
role in climate negotiations. [2] According to the European Commission, this mechanism 
"could – and should – support the protection of workers and communities as countries shift 
to clean energy and a climate-resilient future". [3] Civil society organizations also hailed the 
agreement as "one of the strongest rights-based outcomes in the history of the UN climate 
negotiations" [4].

However, the justice discourse advanced at COP30, like much of the broader climate-justice
discourse, remains overwhelmingly oriented toward inequalities between countries: wealthy 
industrialized states in the Global North versus poorer states in the Global South. This fram-
ing is understandable against the historical backdrop: Developed countries have emitted 
far more greenhouse gases over time and possess far greater capacity to mobilize climate 
resources. Additionally, focusing on Indigenous rights serves as an essential counterbal-
ance to technocratic perspectives, bringing affected communities to the forefront of global 
climate governance.

Yet this global framing can obscure an equally urgent dimension of injustice: inequalities 
within societies. Economic, social, and regional disparities fundamentally shape who ben-
efits from the transition to low-carbon development and who bears the burdens, whether 
from climate impacts or from the policies designed to mitigate them.

This oversight becomes especially salient in the case of China. In much of the Western climate 
policy debate, China is viewed as a monolithic entity: either as a global polluter responsible
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for excessive emissions or as a leader in green-technology driving worldwide decarboniza-
tion. Both views fail to recognize China's internal diversity and the significant inequalities 
embedded in its transition.

Many in the West perceives China's current path within a specific geopolitical framework: 
Since Donald Trump took office for a second term and withdrew the United States from 
international climate change efforts, allies like the European Union and various climate 
organizations feel deeply unsettled. Consequently, many have pinned their hopes on the 
Chinese state. [5] As one Foreign Policy analysis put it, "climate policy advocates have wasted
no time in proclaiming China to be the world's last best hope for climate action". [6]

Throughout late 2024 and 2025, this expectation was reinforced by the narrative of China’s 
impressive industrial dominance. Drawing on Chinese official terminology, several climate
policy analyses have celebrated China's so-called "new three" industries (solar photovolta-
ics, electric vehicles, and batteries), with the framing that clean technologies contribute to 
a record 10 percent of China's GDP in 2024. [7] Others highlight that China’s rapid expansion 
of renewable energy was the main driver of global growth in renewables, suggesting that 
China is experiencing a "growing-by-greening" dynamic in which economic growth and 
decarbonisation advance in tandem. [8] "Only China can now lead the world on climate" [9], 
concluded an opinion piece in the Financial Times, following a lengthy critique of the U.S. 
governmental inaction.

However, two problems underline this narrative. First, even if the United States retreats from 
its climate commitments, does this automatically position China as the global climate lead-
er? Second, and more centrally for the analysis that follows, the enthusiastic celebration of 
China's "growing-by-greening" trajectory tends to focus only on the winners: a state capable 
of strategic industrial planning, companies achieving record sales and global market shares, 
and urban middle-class consumers adopting new technologies. What is much less discussed 
are the growing pains of this transition. Are its benefits justly distributed? Who absorbs the 
costs—financial, environmental, and health-related? Who pays for the winners'  success, 
and who carries the economic and social risks? These questions are at the heart of climate 
justice within China, and they drive the analysis in the following text. The first section offers 
an overview of research on China’s internal climate inequality, followed by a case study on 
social disparities within the EV sector. The third section introduces a new green paradox 
arising from the government’s efforts to boost consumption, while the final section explores 
how the EU can adapt its cooperation with China through the lens of a just transition.

China's internal climate inequality – an overview
While Western climate-policy discussions have largely overlooked this topic, there has been
a growing amount of research in recent years focusing on the internal stratification of China's 
green transition. Chinese researchers, in particular, often integrate carbon-emission data
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with socio-economic indicators such as GDP and Gini coefficients, along with nationally 
representative household survey data, to examine inequality patterns and their structural 
causes at a macro level. This section outlines two analytical perspectives: regional inequality
and the household carbon-footprint divide.

Studies employing various methodological approaches consistently reveal the same dy-
namic: economically advanced coastal provinces are the main beneficiaries of low-carbon 
restructuring, while resource-dependent inland provinces are disproportionately burdened
by the transition. China's "new three" industries are predominantly located in coastal prov-
inces with robust innovation ecosystems, deep integration into global value chains, and 
high-tech manufacturing capabilities [10]. Furthermore, these advanced regions exploit a 
"siphoning effect" that enables them to draw in more green investment while outsourcing 
carbon-intensive activities to less developed provinces, thereby deepening their structural 
advantages within China's development model. [11]

The regional divide

In contrast, coal-dependent and heavy-industry provinces are experiencing structural de-
cline, facing larger challenges of unemployment and shrinking local-government budgets.
Paradoxically, some of these less affluent regions have higher per-capita carbon footprints 
than the wealthier coastal areas. As Tian et al. demonstrate, provinces like Qinghai or Inner
Mongolia have elevated carbon footprints not due to household consumption patterns, but 
because of emissions related to capital formation associated with infrastructure projects 
and coal-based energy production [12]. This creates a developmental trap where low-income
regions bear the heaviest carbon burdens yet lack the fiscal and technological resources 
needed for transition. These regional patterns are also evident at the municipal level. A 
study of 283 cities shows that energy-transition affordability (ETA) is significantly lower in 
western, resource-based cities compared to the coastal east. [13] The study further identifies 
strong path dependence, indicating that cities are highly likely to remain in their original 

Inequality metrics mirror these findings. Between 2000 and 2021, Gini-based measures of in-
ter-provincial carbon-footprint inequality rose significantly, largely driven by disparities in
raw-coal and crude-oil emissions. [14] Collectively, these findings present a coherent and 
concerning picture: China's green transition is reinforcing, rather than alleviating, existing
regional inequalities.

China's swift economic expansion in recent decades has significantly enhanced living con-
ditions and boosted household consumption. However, this growth has also exacerbated 
wealth disparity and increased household carbon emissions. Research indicates that as early
as 2012, the top 5% wealthiest households had per capita carbon emissions reached the level 
of the average European. From 2007 to 2012, overall household emissions in China rose by 19%, 
with 75% of this increase attributed to the consumption of the urban middle and upper class. [15]

Household carbon stratification: the class and rural-urban divide
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A growing body of work shows that climate inequality within societies is a serious problem,
including in highincome countries, both in terms of who causes emissions and who bears 
impacts and policy costs. [16]  For instance, the top 10% wealthiest households contribute 
about 3.1 times the average citizen's global warming impact in the United States, 2.8 times 
in the EU27, and roughly 4 times in China. [17] Recent studies confirm ongoing carbon in-
equality among Chinese social groups, with high-income households disproportionately 
contributing to national emissions. A 2025 analysis furthers this discussion by suggesting 
that capital disparity—rather than consumption alone—primarily drives carbon inequality 
in today's China [18]. As demonstrated in Figure 1, in most provinces, the middle and upper 
class dominate carbon emissions.

Figure 1: Per capita carbon footprints of 10 income groups in 29 provinces in China (2017).
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Note: The figure is created from "China's current carbon inequality is 'predominantly determined by capital dis-
parity", by Tian et al, 2025. Copyright 2024 by Elsevier B.V. 

The study also attributes this gap to lifestyle differences: wealthier households increasingly
purchase carbon-intensive luxury items (high-end fashion, large homes, and private vehi-
cles), while emissions from poorer households remain linked to basic needs like essential 
household equipment and services. In the rural sector, housing accounts for 53.70% of rural 
household carbon inequality. Within the housing category, home purchases (45.51%), heating 
(33.70%), and household electricity use (15.37%) are the largest contributors. [19]

A particularly telling example of rural–urban inequality represents the issue of winter heat-
ing in northern rural China. Many rural households still depend on coal or firewood, which 
not only increases emissions but also poses health risks. As one study notes, lagging gas 
and clean-energy infrastructure in poorer and rural areas leaves many residents unable to 
fully benefit from transition policies. [20]

Ironically, the government's "coal-to-electricity" and "coal-to-gas" initiatives have, in many 
instances, worsened rural hardship. In their quest for rapid emissions reductions, local gov-
ernments often prohibited coal heating before establishing adequate electric or gas infra-
structure. Additionally, electricity and gas are significantly more expensive than coal. As 
Goron et al. observe, "the fuel switch has resulted in rural households paying a much higher
incremental energy cost than their urban counterparts, in some cases possibly rising to over
15% of their disposable income" [21]. Consequently, adopting clean heating has become dis-
proportionately burdensome and less advantageous for low-income rural residents.

Each winter, media outlets report instances of rural families left without sufficient heating 
due to strict enforcement of clean-energy mandates. At the start of 2026, reports emerged 
that local authorities in neighbouring Hebei province, seeking to safeguard Beijing’s blue 
skies, deployed drones to patrol villages and prevent farmers from burning coal for warmth. 
Because many residents cannot afford gas heating (gas costs 20–30% more in Hebei than in
Beijing), they are forced to endure the cold. [22] The stark contrast between high-tech sur-
veillance and rural poverty has ignited a firestorm on social media.

Case study: the hidden cost of China’s EV-expansion
Western climate advocates often praise China’ s rapid EV expansion as evidence of Beijing’s
commitment to global decarbonization. In contrast, European policymakers worry that an in-
flux of low-cost Chinese EVs could undermine domestic industries. Both reactions overlook
a deeper structural explanation: China’s EV boom is not a new phenomenon but a contin-
uation of the investment-driven "local developmentalism" [23] since the 1990s, revealing 
profound power asymmetries within the country’s economic structure.
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European concerns are not unfounded. China’s EV sector has been caught in a cut-throat 
price war: between 2022 and 2024, average discounts of electric cars reached nearly 9 per-
cent, with many companies selling vehicles below cost just to keep production lines running. 
[24] This dynamic exemplifies a Chinese buzzword "involution" (内卷): a relentless competi-
tion characterized by destructive price wars, product homogeneity, and improper business 

What is the rationale behind this seemingly irrational market behavior? The answer lies in a
political economy where regional governments compete aggressively for revenue and 
growth. As Su and Tao suggest [26], China’s one-party state has granted the central govern-
ment tremendous power to shape the fiscal system to its benefit. This setup has led to acute 
revenue shortages for local governments, forcing them to behave as "revenue maximizers". 
Local officials have been actively involved in expropriating land from farmers, developing 
industrial parks and infrastructure projects, and promoting residential and commercial real 
estate.

Following the collapse of China’s property bubble in recent years, local governments, des-
perate to maintain GDP growth, pivoted to the EV sector, incentivizing manufacturers with 
cheap land, subsidies, and government-backed loans. This rush has led to massive overca-
pacity; by 2025, factory utilization rates dropped to nearly 50%, leaving half of production 
lines idle. In a functioning market, such inefficiencies would prompt consolidation or firm 
exit. However, within China’s political economy, bankruptcy is often politically unaccept-
able. Local officials sustain "zombie companies" through credit rollovers to avoid the visible 
failure of industrial parks and the political consequences that follow. [27]

Despite central government rhetoric against "involutional competition" since 2025, analysts 
remain doubtful that this systemic overcapacity can be resolved, as long as the underlying 
power imbalances and fiscal incentives remain unchanged. [28] The outcome is a cycle of 
inflated GDP figures, rising local debt, and the depletion of public resources and environmen-
tal protections. Furthermore, this path exacerbates social inequality, as uneven resource 
distribution and the increasing oligopolization of strategic sectors widen income disparities 
and hinder social mobility. [29]

Involution, overcapacity, and Zombie firms

The social stratification inherent in China’s EV industry is especially evident in the power 
imbalance between large national champions and smaller suppliers. While firms such as 
BYD are celebrated globally, their success is partly built upon structural advantages, and 
structural vulnerabilities, within the domestic industrial system. As China’s flagship EV pro-
ducer, BYD is deeply intertwined with government support. In 2024, the company received 
more than 14 billion yuan (roughly USD 2 billion) in government subsidies, accounting for 
around 35% of its net profit and doubling the figure from 2023. [30]

Who pays the winners’ bill? Asymmetrical power in the industry chain
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According to Chinese media Caixin, the accounts payable of BYD have seen a rapid increase
from 22.52 billion yuan in 2019 to more than 237 billion yuan in 2024, a tenfold increase, 
while its revenues only tripled over the same period [32]. This unequal power dynamic is 
further compounded by extreme demands; for instance, in 2025, BYD reportedly demanded 
an additional 10 percent price cut from its partners, pushing many smaller firms to the brink 
of survival.

Consumer as the risk-bearing class: asymmetrical power in the market

While China’s electric vehicle (EV) expansion is frequently attributed to state industrial pol-
icy and manufacturing strength of domestic firms, the decisive agency of over ten million 
annual consumers is often understated. Crucially, the motivations driving this consumption
differ significantly from Western environmentalist assumptions. Empirical research shows
that climate awareness is not a primary determinant for Chinese buyers. [33] Instead, pur-
chasing decisions are heavily influenced by a demand for "smart" features and digital con-
nectivity. [34] A McKinsey survey underscores this difference: whereas German consumers 
associate EV connectivity with traditional comforts such as heated seats and parking as-
sistance, Chinese users prioritize smartphone integration and "full autonomous driving" 
capabilities. [35]

In China, autonomous driving is widely perceived as the cutting edge of mobility, a view 
actively reinforced by state industrial policy. The 2015 "Made in China 2025" plan explicitly 
set the goal of establishing a “self-sufficient intelligent-vehicle industry chain”, designating
“fully autonomous vehicles” as key products. [36] The regulatory environment has been tai-
lored to this ambition: When the German BMW launched its autonomous-driving tests in 
Shanghai in 2018, executives reportedly remarked to Chancellor Angela Merkel that the 
company was expanding its R&D in China due to the “more conducive conditions and less red 
tape” compared to Germany. [37] Yet while China’s regulatory framework is strongly oriented 
toward supply-side innovation, consumer protection remains weak, producing a structural 
power imbalance between dominant brands and individual buyers.

What is less apparent is how BYD manages its relationships with its more than 8,000 sup-
pliers, particularly through a financial tool known as a ‘quasi-bill’. Functionally as a form of 
IOU, a quasi-bill allows BYD to delay cash payments by issuing a promise to pay at a future 
date. Suppliers who require liquidity must take these notes to banks and discount them, ef-
fectively paying 5–7% interest simply to access revenues they have already earned. In effect, 
BYD retains its cash longer, boosting its own financial statements, while the smaller, often 
marginally profitable suppliers (operating on thin profit margins typically ranging from 2 to 
10 percent) carry the cost. [31]

This asymmetry was made visible in a fatal crash of a Xiaomi SU7 in Anhui in March 2025,
which resulted in the deaths of three female university students. Despite public scrutiny 
regarding the aggressive marketing of Xiaomi’s “self-driving” capabilities, official regulatory
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This pattern persisted: In October 2025, when another fatal Xiaomi incident occurred, the 
driver was once again blamed online, while many media outlets avoided naming the man-
ufacturer. [40]

On December 1, 2025, China introduced new safety standards for e-bikes, a transportation 
mode utilized by 380 million people. Although these regulations aim to reduce traffic acci-
dents and battery fires, they have sparked overwhelming public backlash. The rules limit 
rear seating, decrease storage space, and push the cost of standard models from about 2,000 
to 3,000 yuan (from roughly €240 to €363). [41] Critics argue that these changes undermine 
essential mobility functions such as transporting children, daily commuting, and threaten 
the livelihoods of 20 million food delivery workers. Many suspect that the policy indirectly 
benefits the EV industry by making e-bikes less practical. However, as one online commen-
tary points out: “Not every family can afford to buy or maintain a car, and in densely populated 
cities, commuting by bus or subway is a physical battle. The advantage of the e-bike lies 
precisely in its flexibility”. [42] Media outlets also call on policymakers to “balance safety, 
cost, practicality, and regulation” to create a truly fair mobility system. [43]

Intriguingly, the state’s approach to safety regulations further highlights social disparity. 
While high-tech EV manufacturers enjoy a relatively permissive regulatory framework, 
safety interventions in the grassroots mobility sector often manifest as punitive actions that
overlook user needs.

responses were muted, and the company swiftly reclassified the system as a basic driver-as-
sistance function. Corporate public-relations efforts and legal resources frequently shift ac-
countability onto consumers. Following the Anhui incident, online discourse devolved into
victim-blaming, with some commentators directing sexist insinuations at the victims. [38] 
As
the South China Morning Post reported, analysts argued that “millions of drivers need to 
be educated” [39] , framing the issue as user ignorance rather than technological failure or 

Essentially, Chinese consumers find themselves in a vulnerable position as a “risk-bearing
class”. In the high-end market, they support technological advancements at the expense of
their own safety; in the low-end market, they either compromise their safety for affordable 
mobility or bear the financial burden of regulatory compliance. The human cost of China’s 
mobility transition is disproportionately borne by individual consumers.

China’s green paradox: consumption vs. decarbonization
The upgrading and replacement of e-bikes should be understood as part of a broader set of 
government initiatives aimed at stimulating domestic consumption. China is entering a 
prolonged phase of economic deceleration rooted in structural imbalances accumulated over 
several decades. Since 2021, falling housing prices have sharply eroded household wealth, as 
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The regressive nature of demand-side stimulus
To counter this, the central government designated 2024 as the “Year of Consumption Pro-
motion”, launching a sequence of large-scale consumption-subsidy programs worth hun-
dreds of billions of yuan. These measures, framed as “green upgrades” and ”energy-efficien-
cy trade-ins [45], encourage households to replace older appliances, vehicles, and interior 
furnishings with newer, cleaner, “smarter” models. Tellingly, the subsidies apply not only 
to EVs but also to internal-combustion cars. In 2025, the scope of subsidies expanded into 
services consumption and broader categories of high-end products. Five of China’s most 
wealthy cities: Beijing, Shanghai, Guangzhou, Tianjin, and Chongqing—were designated as 
priority beneficiaries, each receiving 200 million yuan in central-government support for 
consumption promotion.
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over 70% of which is tied to property assets. [44] Coupled with geopolitical tensions, high 
youth unemployment, and weakening private-sector confidence, these factors have sup-
pressed domestic consumption, creating a deflationary trap that Beijing can no longer ignore.
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Table 1: China’s 2024–2025 Consumption-Stimulus and Trade-in Policies
Source: Own compilation.

However, these demand-side interventions exhibit regressive distributional effects: because
the programs require substantial upfront spending and often target high-value goods, the 
benefits disproportionately accrue to urban middle- and upper-income households, leaving
lower-income groups behind. As Cui Dongshu, Secretary-General of the China Passenger Car
Association, noted in 2025, vehicle subsidies “failed to reach those who need them most”, 
instead favoring wealthier families trading in their second or third cars. [46]

Nevertheless, the government’s November 2025 Implementation Plan for Further Promoting
Consumption [47] explicitly prioritizes high-end, technology-intensive products: “smart 
home
appliances, wearable devices, humanoid robots, and drones”, identifying these categories as 
future” trillion-yuan markets”. The plan further emphasizes accelerating “AI + consumption” 
as the next frontier of domestic demand. Reflecting this policy orientation, the government 
highlights the rapid growth of these sectors: in 2025, output of smart drones increased by 
59.9 % year-on-year, while vehicles equipped with L2-level autonomous-driving features 

AI as an emerging driver of climate inequality
The rapid expansion of artificial intelligence (AI) introduces a new and insufficiently studied
dimension of China’s climate challenge. The United Nations Environment Programme has 
warned that AI surge causes substantial energy consumption, greenhouse gas emissions, 
water use for cooling, and growing volumes of electronic waste. [48] In 2024, data centers 
accounted for 1.5 percent of global electricity demand, with the United States responsible 
for the largest share (45 percent), followed by China (25 percent) and Europe (15 percent). [49]
Recent modelling [50] indicates that the electricity consumption of AI data centers in China 
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alone could surpass 1000 TWh by 2030, placing immense pressure on the national power  
system and driving a significant increase in emissions.

This dynamic is actively reinforcing a new form of internal climate inequality. The primary
economic gains of the AI boom: high-income employment, productivity boosts, and consum-
er upgrades, are concentrated in already prosperous eastern coastal provinces. In contrast, 
poorer inland and western regions bear a disproportionate burden: Since 2022, the Chinese 
government has launched the Eastern Data, Western Computing initiative, establishing 
national computing hubs in Inner Mongolia, Guizhou, Gansu, and Ningxia to process data 
generated by eastern provinces; [51] this has posed significant water-use challenges for West-
ern regions, which still rely heavily on coal.

Ultimately, China is facing a green paradox: the very policies necessary to stimulate domes-
tic demand is driving a consumption model that risks undermining long-term decarbon-
ization goals and deepening internal inequality. Addressing this requires moving beyond 
subsidy-driven “growth at any cost” toward a model that integrates social equity with gen-
uine sustainability.

Conclusion: toward a just and sustainable EU-China climate 
partnership
The emphasis on “Just Transition” principles at COP30 offers an important opportunity 
for the European Union to recalibrate its climate cooperation framework with China. To do 
so, the first step for the EU is to move beyond the dominant technocratic viewpoint, which 
frequently highlights sensational production figures and low costs, such as the portrayal of 
Chinese “cheap clean tech” [52] and “green overcapacity” as the “solution the world asked 
for” [53], while obscuring the significant social and human costs behind these numbers. As 
previously discussed, China’s current green overcapacity is not a global remedy but rather a
symptom of an unsustainable development model marked by social inequality and ineffi-
cient allocation of financial and environmental resources—problems that even Beijing now 
seeks to resolve.

Rather than endorsing a paradigm of “growth at any cost”, the EU should capitalize on its 
comparative advantages, particularly in energy efficiency, sustainable consumption, social
inclusion, and broad stakeholder consultation. These experiences enable Europe to make a 
significant contribution to China’s next phase of transition, aiding in shifting the focus from
rapid industrial growth to long-term social and environmental resilience. 

Another strategic approach is for the EU to encourage regulated Chinese outbound invest-
ment into Europe. Analyses indicate that relocating segments of China’s overcapacity to 
overseas production is among the most feasible mechanisms for reducing domestic satura-
tion while reducing geopolitical frictions. Overseas manufacture would allow Chinese firms 
to maintain demand for intermediate goods while avoiding trade disputes and contributing 
to
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employment and technology transfer in host economies. [54] This trajectory mirrors devel-
opmental stages of Japan, South Korea, and Taiwan, whose firms internationalized during 
their industrial maturation. Many Chinese manufacturers, strained by intense “race to the 
bottom” competition at home, are seeking such opportunities. For Europe, welcoming these 
investments could enhance industrial capacity, create jobs, foster new supply chains, and 
acquire technology—provided that social and environmental standards are strictly main-
tained. Therefore, the EU must establish early and ongoing engagement frameworks: com-
munication channels, compliance training, and monitoring systems to ensure that incoming 
firms adhere to European norms from the beginning.

Finally, the EU must address the environmental and social risks embedded in China’s green-
technology sectors, particularly photovoltaic and battery manufacturing. China’s green in-
dustries emerged in the 2000s under the developmental logic of “pollute first, clean up later”, 
leading to severe pollution and hazardous working conditions. The country now faces a 
massive wave of end-of-life clean-tech waste: the International Energy Agency projects that 
China will generate 1.7 million tons of retired PV modules by 2030, [55] and battery retirement 
is expected to surge beginning in 2026. Yet approximately 70% of used EV batteries currently 
flow into informal recycling channels, which expose workers to toxic substances and release 
harmful pollutants into soil and air. [56]

A similar issue exists with PV module recycling: although China’s Pre-2030 Carbon Peaking
Action Plan officially advocates for the development of recycling systems for batteries and
PV modules, [57] the country still lacks a comprehensive regulatory framework akin to the 
EU’s WEEE Directive. Informal operators, often based in rural areas with minimal oversight, 
use primitive methods to burn or dismantle components, causing significant ecological 
damage and achieving low material recovery rates.

In this scenario, the EU should focus on creating strategies to collaborate with China on 
green-waste recycling, including establishing industry standards and circular-economy 
models, to help prevent another wave of ecological injustice in China’s “growing-by-green-
ing” process. By promoting responsible waste management, the EU can aid in a truly sus-
tainable and socially equitable global energy transition.
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KEY TAKEAWAYS
China’s human rights record, alongside its one-party authoritarian governance 
system, has generated negative views of the country and its government, es-
pecially in the EU.

However, the human rights issue is less significant when assessing the views 
of people in the Global South, where there is an increasingly positive view of 
China, while views of the US are deteriorating.

There is a clash between the universalist, individual-based view of human 
rights promoted by Europe and China’s relativist/collectivist approach.

Also significant is the distinction between the Western emphasis on civil-po-
litical rights and the economic-social rights promoted by China.
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The Chinese approach appeals to large sections of the impoverished Global 
South because it prioritises collective economic development, while the West-
ern focus on democracy and individual rights is seen as unproductive and 
hypocritical.

Generally, while the Chinese Communist Party’s approach to human rights 
continues to affect public opinion in Europe, it is less significant than other 
issues for people in the Global South.

From the EU’s perspective, weighing up whether to prioritise European values 
or economic pragmatism is perhaps an insoluble dilemma, but one that de-
mands more consistent policymaking than has hitherto been the case.
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Introduction 
The Chinese government’s policies towards some of its citizens, most notably minorities 
such as Uyghurs and Tibetans, have long been controversial. In fact, they are the most impor-
tant aspect of the People’s Republic of China (PRC) as far as many Europeans are concerned. 
For a large number of people, the issue of “re-education camps” in Xinjiang and the suppres-
sion of individual freedoms in Hong Kong and Tibet are automatically a reason to censure 
and shun contact with China. Adding in other factors such as China’s one-party Communist 
governance system and the Chinese assertion that the island of Taiwan is part of ‘One China’ 
leaves a sour taste in the mouths of many people in Western countries. Consequently, the 
Chinese Communist Party (CCP) is frequently viewed as having a blatant disregard for the 
rights of people in its own and other countries which cannot be ignored when considering 
China-related issues.

Yet the impact of the human rights issue on China’s international image is far from clear-cut 
if one takes a global perspective rather than a Eurocentric or West-centric one. Across large 
parts of the Global South (i.e., economically less developed countries in Africa, Latin America 
and Asia), China’s human rights record takes a back seat to other factors such as trade and 
investments. For instance, public opinion surveys show that many people in the Middle 
East – whom one might expect to be concerned about the fate of the Muslim Uighurs of Xin-
jiang – have been persuaded by their leaders to ignore such factors and prioritise instead 
the economic benefits of engagement with China. [1] In the context of underdevelopment and 
lack of economic resources, many nations are obviously going to be pragmatic and prioritise 
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economic growth over idealistic goals.. Under the umbrella of Xi Jinping’s Belt and Road 
Initiative (BRI), they can attract loan-funded infrastructure projects and other investments 
from Chinese companies. [2]  These are more attractive to national elites than listening to 
lectures from the EU about human rights and democracy. [3]

The point here is that the assumption – widely held in Europe –  that everyone will automat-
ically form an unfavourable view of the PRC’s approach to human rights is misconceived 
when it comes to much of the Global South. Developing countries do not necessarily share 
the universalist European view of individual human rights and instead some of them (those 
that favour building better relations with China) are leaning towards the relativist/collectiv-
ist Chinese interpretation (of which more later in this paper). At the same time, as a previous 
EuroHub4Sino paper demonstrated, US support for Israel in Gaza is undermining its support 
base in Muslim countries, while Trump’s cancellation of USAid programmes in Africa means 
that America is losing ground to China there. [4]

The point is that China is winning because of America’s increasingly negative image during 
the second Trump administration, rather than because of anything new that China is do-
ing. China’s foreign policy consistency makes it look like a model of peace and stability in 
contrast with the wild fluctuations occurring during Trump 2.0. This is reflected in survey 
data. For instance, the Pew Research Center’s Spring 2025 Global Attitudes Survey showed 
that the percentage of people worldwide with a favourable opinion of the U.S. fell from 51 to 
35 per cent between 2024 and 2025, while China’s favourability rose from 23 to 32 per cent 
in the same period. [5] In 2025, public opinion in Global South countries such as Indonesia, 
Mexico, Kenya, Turkey, South Africa and Nigeria turned towards China and away from the 
U.S. [6] Washington is busy handing the world to Beijing on a plate, meaning that China’s 
human rights record is no longer so much of a drag on  the Chinese government’s global 

Two sides of China’s approach to human rights
The rest of this paper will examine the two main aspects of China’s approach to human rights 
which have an impact on its international relations. The first is concerned with perceptions 
of human rights abuses within China, which tend to be the main focus of European observers. 
This means looking at the effects of Chinese government policy in Xinjiang, Tibet and Hong 
Kong, as well as the general suppression of dissent through internet controls, the social cred-
it system, and other means of top-down control. The top-down Chinese approach to human 
rights impacts countries where the rule of law is weak and democratic institutions are not 
in place because it serves as a model for autocratic governments.

The second aspect concerns China’s arguably different conception of human rights to the one 
generally taken for granted in the West. Alongside Marxist precepts, the approach promoted 
by the CCP also emanates from Chinese political philosophy and cultural traditions and so 
is unfamiliar to people in the West. When the collective is prioritised over the individual, 
and when economic-social goals (such as healthcare, education, housing, and food security) 
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are prioritised over civil-political ones (such as freedom of speech, gender equality, and 
the right to vote), the result is an ideational and material context for understanding human 
rights which does not correspond to that adopted by the EU. Affluent countries tend to 
take economic-social rights for granted while prioritising the promotion of individual, civ-
il-political rights. However, the collectivist-orientated, economic-social Chinese model for 
human rights development, explicitly promoted by the Chinese Communist Party (CCP), [7] 
has greater appeal in the less economically developed Global South. This impacts views of 
China, making the PRC more popular in the Global South where people are likely to overlook 
problems in the area of civil-political rights.

China’s human rights record
According to European standards, the Chinese state does not conform to human rights norms 
– as Western European leaders, including the UK’s Keir Starmer in January 2026, feel com-
pelled to remind President Xi Jinping when they visit Beijing. [8] The CCP controls the politi-
cal system, suppressing all serious opposition (while nominally allowing a few other parties 
which do not challenge its regime to exist). It controls flows of information through means 
such as the so-called ‘Great Firewall’, which is essentially a Western nickname for China’s 
system of internet censorship. [9] It expects all its citizens to conform to the rules it dictates, 
particularly in the spheres of politics and religion, but also sometimes in other areas such as 
economics. Those who break the rules may be arrested, detained and possibly even tortured 
(the evidence on this tends to need further corroboration, but various stories have leaked 
out from Xinjiang ‘re-education camps’ and other internment facilities) without recourse to 
legal process. [10]  For lesser infringements, they may be given a bad social credit score and 
banned from travelling. Religious groups are tolerated but closely monitored and tightly 
controlled.  Only five religions (Buddhism, Catholicism, Islam, Protestantism, and Daoism) 
are officially recognised and their adherents are required to follow rules banning large gath-
erings. [11] Training in “socialist values” is a requirement for believers. [12] The Falun Gong 
religious movement is completely banned since around 10,000 practitioners gathered around 
Zhongnanhai, the central government’s compound in Beijing, on 25 April 1999, resulting in 
a decision to completely eradicate it from China. [13] However, the most notorious problem 
for Europeans is China’s repression of separatist movements in Xinjiang and Tibet, as well 
as the ongoing clampdown on proponents of democratic values in Hong Kong.

Xinjiang is an autonomous region in northwest China whose majority population consists 
of Muslim Uyghurs. The Uyghurs are a Turkic people with an ethnic, linguistic and religious 
identity which is distinct from that of the majority Han Chinese. A wave of Uyghur violence 
against Han Chinese induced the Chinese government to systematically repress separatism 
in Xinjiang province. Violence provoking that reaction included: 2009 riots in Urumqi, the 
capital of Xinjiang province; [14] a 2014 knife attack at Kunming station which killed 31 people 
and injured 143; [15] and a 2013 attempt to bomb Tiananmen Square in Beijing. [16] As a result, 
the CCP took a zero-tolerance approach to dissent in Xinjiang, which is a key BRI corridor 
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and a vital source of natural resources including oil. The East Turkistan Islamic Movement 
(ETIM), a Uyghur separatist group, was heavily targeted and its remaining members were 
forced to disperse into neighbouring countries. [17] Internment facilities labelled as “re-edu-
cation camps” were built across Xinjiang in which many Uyghurs were detained. They were 
given training in patriotism and the dangers of “religious radicalism”. [18] Residents’ internet 
access was restricted and monitored: beginning in 2014, they were required to login with an 
identification number in order to publish information on the internet. [19] There are many 
reports of families being forcibly separated, with children whose parents have been interned 
being committed to care facilities. [20]

Although it has taken a backseat to Xinjiang in the Western media in recent years, Tibet has 
been on the Western radar for much longer than Xinjiang. When People’s Liberation Army 
(PLA) troops occupied Tibet in 1959, the Dalai Lama fled across the Himalayas to India with 
80,000 of his followers. [21] Since then, Tibet has been in the Western consciousness as a 
land of Buddhists oppressed by Chinese invaders. Many Western politicians have met the 
now-aging Dalai Lama, whom Beijing depicts as a separatist endangering China’s unity. [22] 
The CCP defends itself by insisting that Tibet – which contains the sources of the Yangtze 
and Yellow Rivers – has been part of China “since ancient times.” [23] This means that there 
is no possibility that Beijing will ever contemplate allowing Tibet to gain independence. 

The human rights situation in Hong Kong has been steadily worsening (from a Western 
standpoint) since the former British colony was returned to the PRC in 1997. There has been 
a steady tightening of control by the central government. Pro-democracy protests have been 
suppressed by security forces. Despite promises of ‘one country, two systems’, Hong Kong’s 
Legislative Council was overhauled in 2021 to ensure, in Xi Jinping’s words, that there were 
“patriots governing Hong Kong”. [24] The power of voters to elect candidates who would chal-
lenge central government policies has been reduced by limiting the number of members of 
the Legislative Council who can be directly elected; the rest of the members are now chosen 
by a pro-Beijing election committee. [25] The central government is clearly now determined 
to ensure control over the territory, far in advance of the formal expiry of the ‘one country, 
two systems’ principle in 2047. For the CCP, the principle of social harmony – meaning 
suppression of any elements that would challenge the government and upset the carefully 
maintained order – takes precedence over civil, democratic and individual human rights 
in Hong Kong.

The EU’s dilemma: European values versus economic pragmatism
In this context, with CCP policies clearly contradicting core EU values, one would expect 
criticism from European states. Indeed, this has come at intervals. However, European offi-
cials dare not challenge China too vociferously or continuously because of the perception 
that there will be potential economic and even political repercussions. Any action which 
China sees as an attack on its interests tends to be met with retaliation against the offending 
nation – even



79 EuroHub4Sino Policy Paper 2026/3

if this is often symbolic rather than impactful, as in the imposition of sanctions on Norway 
in response to the award of the Nobel Peace Prize to the imprisoned dissident Liu Xiaobo. [26] 
Since the economic fortunes of European countries such as Germany have become closely 
intertwined with China, officials often dare not disrupt relations through provocative state-
ments which might offend the Chinese government and lead to repercussions.

There are numerous examples of the consequences of criticising China’s human rights re-
cord. When the French president Nicolas Sarkozy said he was considering boycotting the 
Olympic Games in March 2008 because of its approach to Tibet, there followed an attempt 
by French protesters to snatch the Olympic torch away from a disabled Chinese athlete in 
Paris. Subsequently, Chinese shoppers boycotted French-owned Carrefour supermarkets 
in China, impacting the company’s business. [27] A ban on government officials in Xinjiang 
province travelling to the EU induced a similar ban on various EU officials and scholars 
visiting China, producing a prolonged diplomatic row. [28] Lithuania’s relations with China 
soured after it decided to allow Taiwan to open a representative office in Vilnius with the 
word ‘Taiwanese’ in its name instead of Taipei’, which Beijing interpreted as an attempt to 
undermine its ‘One China’ policy. [29]

What all this means is that EU policymakers are forced to constantly weigh up the pros and 
cons of criticising China, balancing economic pragmatism against European values. There is 
a lack of consistency and clarity in this regard, with various officials and countries promot-
ing different policy directions. In particular, while nations such as Lithuania and the Czech 
Republic have often decided to take a values-based position towards the PRC, others, chiefly 
Hungary, openly pursue economic cooperation without condemnation. The remainder seem 
to vacillate somewhere on the spectrum between, their positions often swinging from one 
side to the other depending on the current state of public opinion.

Clearly, there is a need for more consistent policy on the issue of what to do about China’s 
human rights record. But at the time of writing this appears to be as far away as ever. From a 
pragmatic perspective, it is not even clear that anything can be done to affect the issue. Any 
statements on the topic risk being labelled as empty rhetoric ignored by Chinese officials. 
Meanwhile, any decisions to take action lead only in the direction of vituperative economic 
or political sanctions from the Chinese side, followed by rapid backtracking on the EU side, 
creating an enduring impression of European weakness and vacillation.

China’s view of human rights: civil-political versus economic-so-
cial, relativism versus universalism
The Chinese government insists on non-interference in its domestic policy as an integral 
element of respect for Chinese national sovereignty. China insists not only on respect for its 
own sovereignty, but also (at least in principle) respect for the sovereignty of other nations.  
[30] This connects to both the Westphalian concept of sovereignty and the UN Charter con-
cerning the rights of nations to self-determination within their territorial borders. [31] For 
this reason, 
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the CCP takes criticism of its approach to Tibet, Xinjiang and Hong Kong as an assault on 
its right to govern as it sees fit. The Chinese government reacts immediately and angrily to 
any attacks on its approach to these regions: it cannot tolerate the implied challenge to its 
rule, because if allowed to continue this has the potential to undermine its legitimacy within 
China, provoking dissent.

This explains the rationale behind the Chinese government’s promotion of a relativist rath-
er than universalist interpretation of human rights. Essentially, it is up to every sovereign 
nation to decide how to decide about the rights of its own citizens according to local culture 
and norms, rather than to follow the dictates of the Western-led understanding of universal 
human rights. Within China’s relativism there is a focus on benefits for the collective rather 
than the individual, in conformity with the underlying principles of both Communism and 
Confucianism.

Tied into this is the Chinese insistence on the importance for its development of promoting 
economic-social (positive) rights, while limiting civil-political (negative) rights. The idea is 
that China as an economically developing country needs to prioritise lifting as many citizens 
as possible out of poverty by providing them with housing, education, food and healthcare. 
The good of the majority, in the utilitarian sense, comes first. According to this ranking of 
interests, individual rights, if they conflict with the collective interest, must be limited. So, 
for instance, if individuals broach uncomfortable topics that upset the social harmony and 
potentially impact the smooth course of economic development, censorship is imposed. If 
a minority group (such as Uyghurs) uses violence against the majority group (Han Chinese), 
then, according to the Chinese government’s rationale, its right to freedom of expression, 
freedom of movement, and even freedom of belief must be suppressed.

Such is the rationale behind Chinese government policy on rights: the individual, if his/her 
actions conflict with the majority interest and the effort to prioritise the economy in the 
interest of promoting economic-social rights, is crushed by the weight of the collective. And 
in order that China’s unity and social harmony are maintained and the Chinese Communist 
Party retains power there can be no compromise concerning this approach. The rights of one 
or a few individuals to protest and upset the social order simply do not count when compared 
to the rights of the majority to improve their basic living conditions. This is the calculation 
that the CCP, in its own interests as well as what it perceives as the interests of the Chinese 
nation, makes in regard to human rights.

This has important repercussions when considering China’s relations with the Global South. 
The model of human rights promoted by the Chinese government appeals to economically 
less developed countries because it corresponds to the calculation that their governments 
have to make. If citizens are short of basic requirements such as food, energy, education, 
healthcare and transport infrastructure, then ruling elites must prioritise providing such 
goods in order to retain legitimacy. As long as leaders do this, they can probably retain the 
support of the majority of the population. This is exactly the approach which has been taken
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by the Chinese government since the Deng era. In the meantime, if there are minorities who 
protest and seek to bring down the government, they must be suppressed and freedom of 
speech restricted in order to maintain sufficient social stability to foster economic develop-
ment. If economic development and stability in less developed countries are facilitated by 
Chinese investments, and China thence comes to be viewed as an example to imitate, then 
there is all the more reason to follow the Chinese model on both the economy and human 
rights.

The result of all this is an authoritarian, collectivist and relativist approach to governance 
and human rights in many countries in the Global South which are supported by China. 
Economic-social rights are prioritised over civil-political ones, which are often even actively 
suppressed by governments. Yet at the same time, as we shall see in the next section, this 
is not leading to China becoming unpopular in most of its partner countries. China is seen 
as helping economic development through BRI investments, loans, and infrastructure, and 
thence as promoting the economic-social rights of the majority (even if the latter idea is not 
voiced as explicitly as this). At the same time, the EU and US insistence on the development 
of democracy and civil-political rights is viewed increasingly negatively by many. This is 
because it is seen as both unproductive in economic terms, but also as hypocritical in terms 
of Europe’s colonial past, for which it is seen as having not yet made full amends, and the 
US’s present foreign policy under Trump (increasingly perceived as being anti-Global South).

Views of China in the Global South
Global support for China has been growing steadily since the 1960s. In that decade, more 
countries endorsed the Republic of China (Taiwan) than the PRC. However, Taiwan’s support 
eroded steadily over the decades as China’s long-term ‘charm offensive’ – consisting chiefly 
of non-interference in a country’s domestic politics and economic investments – gradually 
won nations to its side. [32] In 1971, a majority in the UN voted to switch China’s permanent 
membership of the UN Security Council from the ROC to the PRC despite resistance from 
the United States. By 2022, only one African country – Eswatini – continued to maintain 
official ties with Taipei, down from 19 in 1962. [33] Still, for many countries lingering doubts 
about the value of supporting the PRC remained into the post-Cold War era. Even during the 
early years of the Xi Jinping presidency, many countries hesitated to switch their support 
to China, with the US remaining more popular.

The situation has changed markedly since 2023. In this year the Israeli occupation of Gaza 
began in response to the 7th October Hamas cross-border attack on Israeli citizens. Since Is-
rael had the support of the US and there was an absence of outright condemnation in Europe, 
views of the US in some Muslim countries subsequently declined, while perceptions of China 
remained the same or improved in comparison. After Donald Trump became president for 
the second time in January 2025, and began cutting US aid programmes to the Global South, 
surveys during the year revealed a deepening of the swing away from the US and towards 
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China. [34] For instance, a poll by the Economist conducted between July and September 
2025 revealed that China’s popularity had overtaken the US in Indonesia, South Africa and 
Mexico, with favourability rising particularly markedly among younger people. [35]

As of early 2026, with the Trump regime being widely perceived as increasingly authoritarian, 
erratic, and inclined to use of military force against countries such as Venezuela and Iran (not 
to mention against its own citizens via ICE actions in American cities), China was coming 
to be seen by many in the Global South as a more stable, reliable and responsible partner. 
China’s human rights record, which was beginning to look not so much worse than that of 
the US, was not an impediment to its growing popularity. Nira Data’s May 2025 survey of 96 
countries revealed that 76 of them had a more positive view of China than the United States. 
[36] Muslim countries in particular took a dim view of US support for Israel in Gaza, pushing 
them towards China regardless of possible abuses of the Muslim population of Xinjiang. [37] 
Broadly speaking, the Global South was moving away from the US and the EU and towards 
China, with China’s approach to human rights apparently not affecting the growth in its pop-
ularity there – and perhaps even enhancing it.

Conclusion
As American global soft power has been on the decline, China’s vision of a global order based 
on Confucian-style social harmony which prioritises the collective over the individual has 
gradually become more acceptable, at least in some Global South countries. Fukuyama’s 
vision of an ‘end of history’, in which Western-style democratisation was supposed to roll 
out across the whole globe, ending authoritarianism, has not come to pass. [38] In fact, there 
has been a rollback towards right-wing populist regimes even in some democratic countries, 
not least among them the United States.

At the same time, what one might call the ‘China model’ of governance and human rights 
has gained a certain degree of traction, even if not yet overwhelmingly so. Meanwhile, the 
notion of ‘normative power Europe’ has begun to fade from view as Europe comes to be seen 
as a disunited and ineffective actor. The perceived success of the PRC in raising hundreds 
of millions of its citizens out of poverty while not changing to a Western-style system of 
governance and individual rights has given China’s approach credibility as an alternative 
to Western ideas on the universality of individual human rights. A 2025 Afrobarometer poll 
shows that 60 per cent of African respondents in 29 countries viewed China positively, com-
pared to figures of 53 per cent for the U.S. and only 49 per cent for the EU. [40]

For the EU, this leaves some tough decisions. Is it best to keep pursuing principled normative 
diplomacy in the Global South, refusing to work with authoritarian regimes with spotty hu-
man rights records and pressuring them to reform? Or is it better to engage with the leaders of 
such countries regardless of their political systems, seeking to challenge Chinese influence? 
Either way – and one would suggest more active engagement as a pragmatic measure – the 
EU needs to develop more consistent policy towards both China and the Global South if it is
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to promote its values around the world and counter what is now the ever-more prevailing 
Chinese political and human rights model.
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EXECUTIVE SUMMARY

The modernization and global posture of China’s People’s Liberation Army 
(PLA) present a growing strategic challenge for the European Union at a mo-
ment when transatlantic unity faces unprecedented strain. While the PLA 
does not maintain a direct military presence in Europe, its influence perme-
ates through cyber capabilities, strategic investments, technology acquisition 
strategies, and supply chain dependencies. The emergence of a more aggres-
sive and transactional U.S. approach toward China (and Europe), characterized 
by comprehensive decoupling efforts, technology restrictions, and demands 
for allied conformity—places the EU in an increasingly difficult position. Brus-
sels must navigate between Washington’s pressure for technological and 
economic separation from Beijing, threats of taking over European territory, 
support for Russia in Ukraine, and its own imperative to maintain pragmatic 
engagement with the world’s second-largest economy. This brief outlines the 
PLA’s evolving role, its impact on European security and industrial resilience, 
the complications arising from divergent transatlantic approaches, and policy 
recommendations for the EU to safeguard its strategic autonomy while man-
aging relations with both great powers.
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KEY TAKEAWAYS

Supply chain risks: Europe’s reliance on Chinese critical materials (rare earths, 
semiconductors) and infrastructure (ports, energy) creates vulnerabilities to 
coercion.

PLA’s indirect threat: China’s military modernization (cyber, space, hyperson-
ics) and Military-Civil Fusion exploit Europe’s tech and supply chain depend-
encies.

Transatlantic split: The U.S. demands decoupling, while the EU seeks de-risk-
ing, straining alliances and exposing Europe to retaliation risks.

EU’s balancing act: Policies like FDI screening and the Chips Act aim for auton-
omy, but progress is slow due to costs and political fragmentation.

EuroHub4Sino Policy Paper 2026/4

Need for action: The EU must diversify supply chains, boost defense cooper-
ation, and assert strategic independence to avoid being caught between U.S. 
and Chinese pressures.
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Introduction 
China is rapidly transforming the PLA into a technologically advanced, multidomain force 
capable of operations spanning from the electromagnetic spectrum to outer space. With 
estimated defense spending exceeding $313 billion annually in 2024—though actual figures 
may be significantly higher—Beijing has prioritized investments in cyber warfare capabili-
ties, counter-space systems, hypersonic weapons, and long-range precision strike missiles. 
[1] The PLA Navy has become the world’s largest naval force by hull count with 841 vessels 
in January 2026, [2] with growing blue-water capabilities that enable sustained operations 
in distant waters, including occasional presence in European maritime approaches and the 
Mediterranean. 

The integration of civilian and military sectors under the Chinese Military-Civil Fusion 
(MCF) strategy represents perhaps the most significant challenge for European policymak-
ers. [3] This comprehensive national strategy is elevated to the highest levels of Chinese state 
policy under Xi Jinping and mandates the systematic transfer of commercial technologies, 
research capabilities, and industrial capacity to support PLA modernization objectives. [4] 
The strategy explicitly targets dual-use technologies in artificial intelligence, quantum com-
puting, biotechnology, advanced materials, and semiconductor manufacturing—precisely 
the sectors where European companies maintain some competitive advantages. [5]

MCF fundamentally breaks the traditional Western assumption that civilian and military 
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technology sectors can be meaningfully separated. European dual-use export controls, in-
vestment screening mechanisms, and technology partnerships all relied on this distinc-
tion - which MCF explicitly dissolves. This fusion fundamentally blurs the line between 
commercial and strategic activities, raising acute concerns about Chinese investments in 
European critical infrastructure, technology partnerships with European universities, and 
the presence of Chinese companies in sensitive supply chains. Entities such as Huawei, ZTE, 
and CRRC—all subject to varying degrees of MCF obligations—have established substantial 
operations across Europe, creating dependencies that extend beyond simple commercial 
relationships. Europe is increasingly dependent on China for its Green transition, research 
and innovation, economic development as well as a partner to balance the U.S. influence. 
This creates as asymmetric vulnerabilities: European firms engage with what they believe 
are civilian Chinese partners, inadvertently contributing to PLA capabilities. The challenge 
for European policymakers lies in distinguishing legitimate commercial activity from stra-
tegic positioning that could support PLA objectives, whether through technology acquisition, 
intelligence gathering, or future leverage in crisis scenarios.

PLA leverages MCF to become a “world-class military” by 2049 through three phases: mech-
anization, informatization, and intelligentization. [6] MCF channels civilian innovation—es-
pecially AI, quantum computing, and autonomous systems—into military capabilities while 
acquiring foreign technology through investments, partnerships, and espionage to achieve 
information dominance in future warfare.

Supply Chain Vulnerabilities and Strategic Dependencies
European industries face profound vulnerabilities stemming from concentrated depend-
encies on Chinese-origin materials and components. The defense sector, aerospace manu-
facturing, renewable energy production, and digital technologies all rely heavily on Chinese 
supplies of rare earth elements, gallium, germanium, tungsten, and increasingly sophisticat-
ed electronic components. [7] China controls approximately 69% of global rare earth mining 
and over 90% of processing capacity [8], creating a structural dependency that cannot be 
resolved in the short or medium term. This is not unique to Europe in any way, but the size of 
the European economy and its green transition demand much larger volumes and exacerbate 
the impact of the dependency.

These dependencies expose the EU to strategic coercion, as demonstrated by China’s 2023 
export restrictions on gallium and germanium—critical materials for semiconductor manu-
facturing and military applications [9] —implemented in direct response to Western technol-
ogy controls. The implications extend beyond materials to encompass entire value chains. 
European defense contractors source components from suppliers with opaque ownership 
structures and supply chains that may ultimately trace back to PLA-linked entities. The BRI 
has facilitated Chinese investments in European ports, including Piraeus, Hamburg, and 
Valencia, telecommunications infrastructure across Central and Eastern Europe, and energy 
networks that create potential access points for intelligence collection or future disruption.
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The COVID-19 pandemic exposed the fragility of just-in-time global supply chains and Eu-
rope's particular vulnerability to single-source dependencies. Yet progress toward diversi-
fication has been slower than rhetoric suggests. European companies face significant cost 
disadvantages when sourcing alternatives, and the scale of investment required to establish 
truly diversified supply chains—particularly for rare earth processing and advanced man-
ufacturing—exceeds current political commitments, especially in the light of the tension 
with the U.S. The PLA benefits indirectly from these dependencies, as economic leverage 
translates into constraints on European policy autonomy, particularly regarding Taiwan, the 
South China Sea, and human rights concerns in Xinjiang.

The Transatlantic Dilemma: Navigating Between Washington and 
Beijing
The emergence of a more aggressive U.S. posture toward China under successive administra-
tions has created acute challenges for European strategic planning. Washington has moved 
from engagement to comprehensive strategic competition, implementing expansive export   
controls, investment screening mechanisms, and diplomatic pressure for allied conformity to 
American approaches. The CHIPS Act, Inflation Reduction Act, and export control measures 
on advanced semiconductors represent unilateral American actions that affect European 
interests while demanding European compliance. [10] The compliance is not only in terms 
of economics but also threats of territorial aggression in Greenland and unfair peace treaties 
in Ukraine.

This aggressive U.S. stance places the EU in an extraordinarily difficult position. Unlike 
the United States, which can leverage continental scale, technological leadership, and rela-
tive economic self-sufficiency, Europe remains deeply integrated into global trade networks 
where China plays an indispensable role. Chinese markets absorbed €223 billion in European 
exports in 2023, making China the EU’s third-largest export destination and largest source 
of imports with 20.5 percent of total imports. [11] German automotive manufacturers, French 
luxury brands, and specialized machinery producers across Europe depend on Chinese de-
mand for their commercial viability. The integration runs deeper than trade statistics sug-
gest—German companies have invested € 7.3 bn in the first half of 2024, compared with €6.5 
bn for 2023 as a whole, in Chinese operations, creating a strong partnership and generating 
returns that fund European innovation and social systems. [12] The trend is that the German 
investments will increase by at least 50 percent in 2025 as well, according to Chinese figures, 
with a focus on automotive, new energy vehicles, chemicals, and advanced materials. [13]

The challenge intensifies when considering specific policy domains. On technology controls, 
Washington demands European participation in restricting exports of advanced semicon-
ductors, manufacturing equipment, and dual-use technologies to China, while simultaneous-
ly pushing for U.S. control. These controls directly impact European companies like ASML, 
whose extreme ultraviolet lithography systems are essential for advanced chip production, or 
German precision equipment manufacturers whose technologies enable Chinese industrial
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upgrading. [14] Compliance with American demands risks Chinese retaliation, loss of mar-
ket access, and the emergence of Chinese competitors freed from dependency on Western 
technology suppliers. Yet non-compliance risks American secondary sanctions, technology 
transfer restrictions, and exclusion from American markets and defense partnerships.

The divergence extends to fundamental strategic assessments. While Washington increas-
ingly views China as a comprehensive adversary requiring confrontation across all domains, 
Brussels has articulated a more nuanced "de-risking" approach that acknowledges China 
simultaneously as a partner, competitor, and systemic rival depending on the domain. [15] 
This formulation reflects European interests in maintaining economic engagement while 
building resilience against coercion—a stance that Washington increasingly views as naive 
or as free-riding on American security guarantees. The risk is that transatlantic divisions 
over China policy become as significant a challenge to European security as Chinese actions 
themselves, potentially providing Beijing with opportunities to exploit allied disunity.

The PLA factor complicates this further. As American rhetoric frames China in increasingly 
military terms—emphasizing PLA modernization, Taiwan contingencies, and the potential 
for great power conflict—European publics and policymakers struggle to perceive direct 
military threats from Beijing. The PLA does not patrol European borders (not even Green-
land), threaten European territory, or engage in the kind of immediate military coercion that 
Russia demonstrates, and the U.S. has threatened regarding Greenland. [16] This perception 
gap creates space for European reluctance to align with American positions that seem dispro-
portionate to threat perceptions while potentially sacrificing significant economic interests. 
Yet this perception may underestimate how PLA capabilities could affect European interests 
in a Taiwan crisis or broader Sino-American conflict through cyber operations, disruption of 
global supply chains, or leverage over European dependencies. Not that the dependency on 
the U.S. is necessarily much better at this political juncture.

Regulation (EU) 2019/452 on screening foreign direct investment has enabled member states 
to examine investments that may affect security or public order, with particular attention to 
critical infrastructure, sensitive technologies, and media plurality. [18] However, the regula-
tion’s effectiveness varies dramatically across the union. While France, Germany, and Italy 
maintain robust screening mechanisms, other member states lack the analytical capacity 

EU Strategic Response: Balancing Autonomy and Alliance
The European Union has developed an increasingly sophisticated policy framework address-
ing Chinese strategic challenges, though implementation remains uneven across member 
states. The Strategic Compass for Security and Defence represents the EU’s most comprehen-
sive effort to enhance coordination on threat assessments, crisis response capabilities, and 
military mobility. [17] This framework explicitly identifies China as a security concern while 
maintaining that engagement must continue on issues like climate change and pandemic 
response.
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or political will to identify and address problematic investments. The regulation also came 
too late to address many existing Chinese holdings in European ports, energy networks, and 
telecommunications infrastructure.

On cybersecurity and critical infrastructure protection, the NIS2 Directive and Critical Enti-
ties Resilience (CER) Directive strengthen defenses against hybrid threats, including those 
potentially linked to PLA cyber operations. [19] These measures mandate security standards, 
incident reporting, and risk management for entities providing essential services. Yet imple-
mentation faces challenges from limited cybersecurity expertise, insufficient investment in 
defensive capabilities, and the reality that many existing systems incorporate Chinese com-
ponents that cannot be quickly replaced. The PLA’s Strategic Support Force, responsible for 
cyber, space, and electronic warfare operations, has demonstrated sophisticated capabilities 
for penetrating Western networks, conducting intellectual property theft, and positioning for 
potential wartime disruption—threats that exceed current European defensive capabilities. 

The EU’s “de-risking” strategy represents an attempt to chart a middle course between Amer-
ican decoupling and continued vulnerability. This approach emphasizes diversifying sup-
ply chains, also away from an increasingly erratic U.S., coordinating export controls on the 
most sensitive technologies, and investing in domestic production of strategic materials 
through initiatives like the Critical Raw Materials Act and European Chips Act. [20] Yet the 
scale of investment required, potentially trillions of euros over decades, far exceeds cur-
rent commitments. Moreover, de-risking requires sustained political consensus across 
member states with divergent interests and China exposures, a consensus that may 
fragment under Chinese pressure or American demands for more aggressive measures.

Strategic Recommendations: Charting an Independent Course
To effectively respond to the PLA’s indirect influence while managing the complexities of 
divergent transatlantic approaches to China and U.S. threats to European security, the EU 
should pursue the following 6 priorities:

(1) Strengthen intelligence sharing and threat assessment. The EU should devel-
op an independent analytical capacity to assess PLA-linked entities, technology 
transfer risks, and supply chain vulnerabilities. This is especially considering the 
geopolitical challenges with the U.S. This would require significant investment in 
human intelligence capabilities, technical analysis, and coordination mechanisms 
that today exist only fragmentarily across member states. The EU Intelligence and 
Situation Centre (EU INTCEN) should be given enhanced resources and mandates 
to produce comprehensive assessments of Chinese strategic activities in Europe.

(2) Accelerate industrial rearmament and critical capacity building. There is a need for 
more focus on initiatives like the Security Action for Europe (SAFE) and ReArm Europe. 
[21] Concrete investment, streamlined procurement, and elimination of regulatory 
barriers that impede European defense industrial cooperation should be prioritized. 



94 EuroHub4Sino Policy Paper 2026/4

Beyond military systems, the EU must invest in building indigenous capacity for 
rare earth processing, advanced semiconductor manufacturing, and other strategic 
sectors where Chinese dominance creates vulnerability.

(3) Shape a more autonomous transatlantic dialogue on China. Rather than simply 
responding to American demands or Chinese pressure, the EU should proactively 
engage Washington and other allies in a structured dialogue that allows for diver-
gent interests while identifying areas for genuine cooperation rather than unilateral 
demands. European economic interests in Chinese markets are legitimate consid-
erations that deserve American recognition, while European security dependencies 
on the United States create reciprocal obligations. The goal should be coordinated 
approaches that reflect both American and European interests rather than unilateral 
American decisions imposed on reluctant European allies.

(4) Deepen partnerships with like-minded democracies beyond the traditional West. 
The EU should deepen cooperation with Japan, South Korea, Australia, and emerging 
partners in Southeast Asia and Latin America to build resilient supply chains, coordi-
nate on technology protection standards, and offer alternatives to exclusive reliance 
on either Chinese or American systems. These partnerships can provide both eco-
nomic diversification and diplomatic weight in managing great power competition.

(5) Maintain direct diplomatic engagement with Beijing. Even as the EU builds re-
silience against coercion, it must maintain high-level dialogue with the Chinese 
leadership on shared interests, including climate change, pandemic response, and 
economic stability. This engagement should be clear-eyed about divergences while 
preventing the complete breakdown of communication that could lead to miscal-
culation. The EU should articulate red lines regarding Taiwan and other security 
concerns while emphasizing that European policy will be determined in Brussels, 
not Washington or Beijing.

(6) Expand military diplomacy and presence in the Indo-Pacific. As the PLA extends 
its global reach, the EU must expand its own presence and partnerships in regions 
where European interests are at stake. This includes enhanced naval presence, secu-
rity assistance programs, and diplomatic engagement that demonstrates European 
commitment to international law and the peaceful resolution of disputes. The goal 
is not to match PLA capabilities but to demonstrate that Europe cannot be ignored 
in shaping regional security architecture.

Conclusion
The PLA’s modernization and global strategy pose a complex, multifaceted challenge to the 
European Union’s security and economic resilience at a moment when transatlantic unity 
faces unprecedented strain. While the threat is not overtly military in nature, its indirect 
effects—through technology acquisition, investment positioning, supply chain leverage, and
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cyber operations—require coordinated and sustained European responses. The complication 
arising from increasingly aggressive U.S. approaches to China creates a strategic dilemma: 
the EU must build resilience against Chinese coercion while maintaining economic engage-
ment essential to European prosperity, all while managing American demands for conformity 
that may not align with European interests.

The path forward requires the EU to assert genuine strategic autonomy—not as rhetoric but 
as concrete policy independence based on robust capabilities and clear-eyed assessments of 
European interests. This means building the analytical, industrial, and military capabilities 
to defend European interests independently while maintaining productive relationships 
with both Washington and Beijing, where interests align. The alternative—passive response 
to great power competition—risks leaving Europe as an object rather than a subject of twen-
ty-first century geopolitics, vulnerable to coercion from multiple directions and unable to 
defend the open, rules-based international system upon which European security and pros-
perity ultimately depend.
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KEY TAKEAWAYS

After submitting its updated National Determined Contribution (NDC) with 
only
modest improvements, China’s role at recent COP30 was ambivalent: restrained

China’s active engagement in promoting the just transition mechanism at the
COP was tempered by its strong reluctance to accept any commitments or ref-
erences to a transition away from fossil-fuels and climate funding. According 
to its own reporting, China has made significant contributions to climate fi-
nance,

In the non-negotiation space, China focused on showcasing its implementa-
tion
efforts including its achievements within South–South cooperation, and its 
major advances in green technology — developments that non-Chinese visi-
tors often used as grounds to portray China as a global climate leader. China, 
however, remained distinctly cautious and reportedly pushed back against be-

China’s civil sector contribution to COP was limited, with NGOs aligning close-
ly
with government priorities and exerting far less pressure on China’s climate
commitments than civil sectors elsewhere. The Chinese business sector, on 
the
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While the EU continues to rely primarily on standards and regulatory ap-
proaches in its external climate policy and fails to engage more effectively 
with the priorities and perceptions of Global South partners, China’s popularity 
appeared to increase with the Chinese pavilion being heavily visited through-
out the conference. Furthermore, China’s restrained pledges at COP such as in 
the topics of fossil fuel transition or contribution to financing did not seem to 
diminish its positive standing among Global South countries.
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Introduction
The genesis of China’s participation in global climate politics has undergone a drastic trans-
formation over the past decades. While China rejected binding climate protection measures 
during the 2009 Copenhagen Climate Change Conference, it soon shifted its stance and is 
now increasingly regarded as a major contributor to global climate governance. [1] Through-
out this evolution, China has consistently distinguished itself from the developed countries, 
which, due to historical circumstances, have produced far more greenhouse gas emissions.

China has long viewed and continues to view itself as a developing country, insisting on 
the principle of “common but differentiated responsibilities,” introduced in the early 2000s. 
This principle argues that developing countries should be allowed to prioritize economic 
development over environmental protection. Since industrialized nations have been emit-
ting greenhouse gases for a much longer period, they are expected to take the lead in climate 
protection efforts and support developing countries through technology transfer and envi-
ronmental financing. [2]

As China came under growing international pressure due to its high emissions, it reinforced 
its stance by forming alliances with other countries: first within the Group of 77, later in 
the BASIC group (Brazil, South Africa, India, and China), and eventually in the coalition of 
Like-Minded Developing Countries. [3] Despite these strategic partnerships, China agreed 
at the 2013 climate negotiations in Warsaw (COP19) to the framework of Intended National-
ly Determined Contributions (INDCs), thereby committing itself to nationally determined
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measures for reducing emissions. In 2015, China set specific national targets through 2030, 
which were updated again in 2020. Recently, in early November 2025, China released its 
updated NDC outlining targets for 2035. 

Notably, China has already surpassed two of its 2030 NDC goals. These include the expan-
sion of wind and solar capacity, which reached 1,673 GW by June 2025 [4]—well above the 
2030 target of 1,200 GW—and the increase in forest stock volume (an increase in plantation 
tree cover, which does not necessarily reflect sustainable forest growth [5]), originally set to 
grow by around 6 billion m³ from 2005 levels (to approximately 12.5 billion m³), but already 
exceeding 20 billion m³ in 2024. [6] China is also close to meeting its goal of raising the share 
of non-fossil fuels in primary energy consumption to “around 25%.” [7]

On the downside however, not only have studies in recent years questioned the actual emis-
sion footprint of green technology produced in the highly coal power dependent China [8], 
but they also raised concerns in Europe and other regions about China’s strategic interest 
in dominating emerging markets for “green technologies” [9] such as renewable energy, 
lithium-ion batteries, and electric vehicles. [10]

Nonetheless, China’s rapid development in technologies serving for climate adaption has led 
to increasingly optimistic perspectives and assumptions worldwide about whether China 
could become a global climate leader. Thus, this policy paper examines China’s role and be-
havior at the recently held and highly significant COP30 in order to elucidate China’s current 
position within broader global climate politics. For this purpose, we conducted a series of 
interviews between November 2025 and January 2026 with COP participants involved either 
in the negotiations or in the conference’s side events. The interviewees included represent-
atives from NGOs, government officials at the local, national, and supranational levels, as 
well as members of research institutions. Regarding the nationalities of the interviewees, 
they included both Chinese and non-Chinese participants, as well as visitors from countries 
in the Global North and the Global South, in order to capture the broadest possible range of 
perspectives from all attendees. All interviews and data were anonymized.

Before COP30 – Limited ambition in China’s 2035 NDC
In the lead-up to COP30, countries released their new National Determined Contributions 
(NDC), outlining their climate ambitions for the coming decade. Soon after China published 
its NDC, initial analyses and reports described it as a “missed opportunity” to assume global 
climate leadership, noting that China is not filling the vacuum left by the United States. [11]
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Fig.1: Own graph based on China’s 2035 NDC [12]

China’s 2035 NDC includes, for the first time, an absolute GHG emissions reduction target call-
ing for a 7–10% decrease from peak levels by 2035. It also provides updated renewable energy 
goals, including a higher share of non-fossil fuels in total energy consumption and expanded 
installed capacity for wind and solar power, as well as a revised target for increasing forest 
stock volume. Although the targets in China’s 2035 NDC represent a modest improvement, 
they fall far short of what would be required to meet the goals of the Paris Agreement, namely 
limiting global warming to at least 2°C, ideally to 1.5°C. Estimates suggest that China’s new 
emissions reduction target of 7–10% by 2035 is not sufficient for the limitation of global 
warming to maximal 2°C, but instead would contribute to the world going on a trajectory of 
roughly 3°C warming by 2100, with catastrophic climate impacts. [13]

Furthermore, experts have raised doubts about the credibility and feasibility of the new NDC 
targets. For instance, the GHG emissions target contains a significant loophole, as it does 
not specify a peak-emissions year. Likewise, the impact of the renewable-energy targets is 
limited in the absence of a cap on fossil fuels – or even any reference to one. [14] Thus, as 
one energy expert noted, if China’s emissions peak were to occur as late as 2040, the country 
could still technically meet the 7–10% reduction target for 2035, while still allowing emis-
sions to rise up until 2040. [15]

Following the publication of the updated NDC, the two-day “high level segment” at which the 
leaders of all countries give speeches on their views and plans of climate change were marked 
by China emphasizing that it remains committed to climate actions including a green and 
low-carbon transition, yet lacking any reference to China’s contribution to climate finance 
or its carbon intensity reduction progress. Instead, Vice Premier Ding Xuexiang stressed 
repeatedly that developed countries to which China still doesn’t count itself should contrib-
ute most to emission reduction, finance commitments, as well as technology and capacity
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building. Ultimately, he also criticized that the EU’s and US’ decoupling measures include 
restricting imports of "green products" such as solar panels and electric vehicles—actions 
that, from China’s perspective, are inconsistent with the climate progress and leadership role 
the EU claims. [16] As in the case of India and the United States, China’s head of government, 
Xi Jinping, was not present in the high-level meetings and negotiations drawing criticism 
in international media, given that these three countries are currently the world’s largest 
environmental polluters. [17]

During COP30 – A Birthday without Presents
Despite COP30 marking both the 30th anniversary of the United Nations Framework Conven-
tion on Climate Change (UNFCCC) Conference of the Parties (COP) and the 10th anniversary 
of the adoption of the Paris Agreement, which aims to limit global warming to ideally 1.5°C 
and at most 2°C, the overall outcome was rather sobering and fell short of delivering more 
concrete commitments and actions.

The U.S. government’s absence from COP30, combined with China’s highly publicized lead-
ership in green technologies such as renewable energy, had sparked speculation about 
whether China would assume a leadership role at the climate summit. [18]  Contrary to these 
expectations, during COP30, several Chinese climate officials rejected this characterization 
[19], and the term “leader” was reportedly more used by non-Chinese representatives and 
visitors attending events at the Chinese pavilion. [20]

This aligns with the general trend of more international, often non-Chinese observers at-
tributing certain achievements, optimistic projections, or claims of leadership to China, 
while China responds very cautiously or avoids confirming them. A recent example is the 
discussion about a potential early emissions peak of China. [21] While in late 2024 and early 
2025 numerous international experts and think tanks speculated about China reaching its 
carbon-emissions peak and shared optimistic prognoses, China did not officially respond to 
those claims. [22] During COP30, China rather presented itself simply as a “committed actor 
and active contributor to green and low-carbon development”. [23]

When looking at the two distinct spheres of activity at the COP – the Blue Zone for official 
delegations on the one hand, and the Green Zone, which is open to the public and focuses on 
dialogue among civil society, the private sector, and governments on sustainable solutions, 
on the other hand – China’s presence, level of activity, and degree of ambition appeared 

Reserved in Negotiations
In the negotiations at COP30, China offered little substantive input, let alone a leadership role. 
Observers noted that China, despite being the world’s largest emitter, maintains a strong view 
that climate change is primarily a problem caused by developed countries, which should take 
the lead in addressing it. [24] Despite still being considered a developing country under the 
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UNFCCC, more and more countries have called for China to shoulder greater responsibility 
due to its growing economy and emissions. [25] At COP30, China primarily called for in-
creased climate finance from developed countries as part of the Like-Minded Developing 
Countries (LMDC) group and advocated for its inclusion on the summit’s agenda. In the 
second week, China put forward a proposal for a “practical roadmap” to guide developed 
countries in meeting the $300 billion New Collective Quantified Goal (NCQG) climate-finance 
target. The demand ultimately resulted in the adoption of a “two-year work programme on 
climate finance,” in which, however, developing countries are also required to contribute. [26]

Most notably, China didn’t make any pledge to invest into Brazil’s new forest fund, the Trop-
ical Forest Forever Facility (TFFF). After news media had reported in summer of 2025 that 
China could be interested to contribute, China did not make any further clarification to why 
it did not invest. [27] Chinese reports state that, since 2016, China has provided and mobi-
lized over $24.5 billion to support climate projects in developing countries. However, these 
figures come without any explanation of how they were calculated or what the investments 
entailed, reflecting the broader lack of transparency surrounding Chinese-administered 

Another major topic at COP30 was the issue of Unilateral Trade Measures (UTMs), which 
China openly opposed, describing them as a “new injustice”. [29] UTMs include tariffs and 
similar instruments that impose costs on imports based on their embedded greenhouse-gas 
emissions. China was not alone in its stance; developing countries in particular have voiced 
their objections earlier in 2025. [30] While such measures are intended to create global in-
centives for low-emission production, many developing countries—including China—argue 
that they exacerbate inequality and hinder the export and global dissemination of green 
technologies, such as renewable-energy equipment and electric vehicles. [31]

Additionally, China strongly advocated at COP30 for the development of the Just Transition 
Mechanism, which is intended to provide technical assistance, foster international coopera-
tion, and support partnerships to address implementation gaps. The newly established “Just 
Transition Work Programme” (JTWP) was hailed by many civil-society groups as a “victory,” 
as it creates an institutional mechanism that can serve as a centralized hub for supporting 
just transitions worldwide. However, the drafting of the final text saw multiple disagreements 
of China with both developed countries and developing countries. [32]

Firstly, the G77/China called for discussing UTMs within the framework of the JTWP, a pro-
posal supported by the Arab Group and Russia. [33] This was opposed by developed countries, 
particularly the EU, which argued that UTMs fall outside the scope of the JTWP discussions 
and proposed addressing export restrictions on raw materials essential for clean technology 
and energy. [34]

Secondly, regarding the issue of transitioning away from fossil fuels, there were disagree-
ments over what should be included in the text. China opposed the inclusion of a paragraph 
that “recognized” the “risks arising from the extraction and processing of critical minerals”.  
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Notably, this put China at odds with several countries in the LMDCs and the Africa Group, 
who indicated that references to critical minerals were important to them. Ultimately, China 
prevailed in its position, and the final text approved in the closing plenary did not include 
any reference to critical minerals, transitioning away from fossil fuels, or trade measures. [36]

In general, China’s contribution to fossil-fuel transition negotiations at COP30 was minimal. 
Although China faced significant pressure regarding its emissions-mitigation approach, it 
did not join the calls for developing a roadmap away from fossil fuels, which were ultimately 
driven mainly by Colombia and the Netherlands. [37] China also opposed efforts to place em-
phasis on the 1.5°C temperature limit, “requesting the entire Paris Agreement temperature 
goal…be mentioned”. [38] In an interview, Chinese climate envoy Liu Zhenmin explained that 
the country considered a fossil-fuel roadmap “unfeasible” because, from China’s perspective, 
the proponents of such a roadmap are too focused on rapidly phasing out fossil fuels without 
giving sufficient consideration to alternative energy sources. He expressed concerns that 
this would threaten energy security, economic growth, and social stability. [39]

However, China was keen in strengthening the view that it is China’s clean-tech economy – 
rather than its climate diplomacy – that will be the real force shaping global climate action 
in the years ahead. [40] China showcased this largely through its activities in the non-negoti-
ation space, which played an important role in highlighting its “doer” profile and its existing 
clean-tech achievements.

Highly Active and Influential in the Non-Negotiation Space 
In the Blue Zone of the COP, designed for informal networking and where each country can 
set up a national pavilion to host a series of side events showcasing work being done in that 
country, promoting it as a destination for climate-related investment, and often including 
third-country experts for knowledge sharing, China was noticeably more active and ambi-
tious, exerting greater influence here than in the formal negotiations at COP30. Several think 
tanks and research institutes had reported that a heightened attention had been given to 
the China Pavilion. [41]

Many of the 19 thematic side events, 14 featured activities, and 4 exhibitions revolved around 
the core theme of green technological innovation, showcasing developments in renewable 
energy – such as solar and wind power – as well as e-mobility and battery technologies. [42]
Further side events organized by China covered topics such as the national carbon market, 
subnational climate action, and South-South cooperation, among others. Hosted by various 
government departments and research institutions, the events also featured participation 
from a wide range of Chinese companies – many coming from the energy and clean-tech 
sector encomprising State Grid and major state-owned oil firms, private solar, wind, and 
battery manufacturers. [43] In addition, Chinese automakers provided electric vehicles for 
use during the negotiations, and companies including Tencent, Three Gorges, Longi, and 
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CATL presented contributions to climate- and environment-related technology. [44] Sub-
sequently, some media outlets criticized China for leveraging the conference as a business 
platform that serves its commercial interests. [45] Nevertheless, the implementation-focused 
events, which included numerous presentations of “best practices,” were highly appreciat-
ed by non-Chinese attendees and prompted many of them to attribute a leadership role to 
China. Reportedly, many delegates from Global South countries were interested in China’s 
provision of clean-energy technologies [46] and the practical experiences shared with regard 
to a rapid transition. [47]

Fig.2: Side-event at the Chinese Pavilion (Photo taken by COP visitor)

South-South cooperation was given a prominent role at the Chinese pavilion. On the first day 
of COP30, the pavilion hosted a “high-level summit” on the topic, signaling China’s emphasis 
on listening to the needs of developing countries – a strength often highlighted in com-
parison to the EU. China also signed multiple climate agreements with other Global South 
countries and launched initiatives such as a clean-stove program with Kenya and Malawi. 
Visitors from Global South countries frequently attended the pavilion, with the South-South 
cooperation session being particularly well-attended. [48] In this way, China leveraged the 
COP to expand its global network, including the promotion of its green and renewable energy 
technologies and companies. [49]

Another key factor behind China’s high influence and popularity in the non-negotiation 
spaces of the COP was the design of its pavilion. Since its first launch in 2011, the Chinese 
pavilion has undergone a remarkable transformation from a simple, closed white space 
accessible only by appointment to a highly welcoming and attractive venue featuring net-
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a buffet, a stage, and numerous posters and displays. This evolution reflects the Chinese gov-
ernment’s growing focus on non-negotiating arenas of the COP and its desire to present itself 
as a popular, engaging, and ambitious actor. By showcasing traditional cultural elements and 
souvenirs, the pavilion drew large crowds throughout the conference, with visitors lining 
up for snacks, souvenirs, and participatory photo and video opportunities, standing out in 
popularity compared with neighboring pavilions. [50]

Domestic participation and media coverage of COP30 in China
While civil society, particularly indigenous communities in South America, played a more 
active role at this year’s COP than in previous years and received substantial media coverage 
in many countries, increasing control over the non-profit sector in China have significantly 
constrained NGO and environmental activism over recent years. China’s limitation on civic 
self-organization has shaped China’s contributions to global climate negotiations and with-
in China’s pavilion, environmental NGOs and institutions largely aligned with government 
positions, exerting far less pressure or critique than their counterparts in liberal countries.

A main difference in media coverage of the COP lies in Western media largely criticizing 
COP for limited results and their own countries’ shortcomings, while Chinese media focused 
on positive outcomes, highlighting China’s role and contributions, occasionally noting that 
developed countries – meaning "the West" – could have done more. [51] Moreover, reports 
particularly highlighted the COP’s success in engaging all nations, especially those most 
affected, while emphasizing China’s contributions and its commitment to ‘strive to do better,’ 
often paired with its standard political slogans. [52]

Fig.3: Screenshot of a Chinese news media article depicting visitors 
lining up for souvenirs at the Chinese Pavilion [53]
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Domestically, COP and China’s contributions to it were broadly covered by mainstream me-
dia, however most followed by energy researchers and professionals, who closely track Chi-
na’s environmental policy developments. However, the UN’s strategy of appointing prom-
inent figures as climate ambassadors – such as the young actor Ding Yuxi serving as a 
special UN media commissioner – also reached parts of the general public, who engaged 
with his speeches and COP-related content, often sharing it on Chinese social media. [54]
 

After COP30 – China Remains Popular
Despite China’s limited engagement in areas such as mitigation, finance, and fossil fuel 
negotiations, its popularity within the global community – especially among developing 
countries – does not appear to have been shaken. This may be partly due to China’s strong 
promotion and visibility, which reached a peak at COP30.

Furthermore, the trend of the EU’s declining popularity and the Global South increasingly 
aligning with China continued, [55] despite China remaining largely silent on key issues such 
as fossil fuel caps and climate adaptation financing. Particularly, many Global South coun-
tries strongly requested climate adaptation funding, and China’s continued reluctance to 
contribute to UN-administered funds or the Brazilian Tropical Forest Forever Facility Fund, 
could have potentially risked its popularity. [56] A possible factor for the unshaken popularity 
may be related to the US’ retreat from the environmental arena, with China representing a 
strong and agile candidate who already showed increased performance in developing green 
technology products, thus serving as an exemplary contributor to climate action in the eyes 
of many developing countries. [57]

Thus, the popularity of China in the global climate action field seems to remain despite the 
overarching green paradox [58] of China leading the world in clean-tech manufacturing and 
electrification while still relying heavily on hard-to-abate industrial sectors and offering no 
firm commitments to near-term GHG emissions reductions or rapid decarbonization. [59]

Conclusion 
Overall, this year’s COP not only marked historic milestones such as the 30th anniversary of 
COP and the 10th anniversary of the Paris Agreement, but also represented a critical turning 
point, as the international community had been watching closely to see whether China would 
assume a new leadership role in global climate policy following the complete withdrawal of 
the United States. China’s engagement at COP, however, was highly selective: it maintained a 
cautious stance in negotiations, offered no ambitious decarbonization pledges, and showed 
no change in climate finance contributions. Instead, its focus was firmly on green technol-
ogy, bilateral agreements, advancing the concept of a just transition, and promoting green 
narratives already deeply embedded in China’s domestic and global governance. Thus, de-
spite growing international efforts to position China as a global climate leader, there is little 
evidence that China is actually assuming or actively pursuing this leadership role.
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Most importantly, this year’s COP has shown that the EU and China could complement each 
other well on adaptation and mitigation, especially if greater transparency were provided 
regarding Chinese climate funding and the actual emissions data associated with the pro-
duction of Chinese green technologies.

COP30 once again highlighted China’s continued pattern of engaging closely with develop-
ing and emerging countries, approaching them as partners on equal footing, particularly 
through bilateral meetings and agreements. China held more than 40 bilateral meetings 
during COP30, following months of high-level exchanges with Brazil and other emerging 
economies within the framework of South-South cooperation. [60] The conference therefore 
illustrated where China currently positions itself within global climate politics: not as a 
leader and with as few binding commitments as possible, but as an active and equal partner 
to Global South countries. It offers concrete projects related to green technologies, while 
remaining notably vague about its own green paradox [61], including the timeline for fossil 
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POLICY RECOMMENDATIONS

In response to China’s rising popularity in emerging economies in Latin America, 
Africa, and Asia, the EU should seek to engage partner countries and emerging 
economies on an equal footing. Although the EU is internationally recognized as 
a strong standard setter, particularly in areas such as emissions trading, supply 
chain regulation, and sustainable finance taxonomies, these standards are often 
perceived by partner countries as overly demanding or even paternalistic. To be-
come a more attractive partner, the EU should place greater emphasis on offering 
incentives and concrete opportunities that support the voluntary adoption of envi-
ronmental and climate standards. This also requires a deeper understanding of the 
diverse needs and challenges across regions, including climate-vulnerable coun-
tries, energy-importing economies, and rapidly industrializing states. It also entails 
identifying the specific technologies and infrastructure these countries require and 
facilitating access to appropriate European solutions.

To understand the real-world impact of China’s marketed “green” products, the EU 
should press China for greater transparency in areas such as climate adaptation 
fund management and supply chain emissions accounting. In this regard, the EU 
should also maintain a firm stance on climate-related UTMs such as the CBAM, 
as these instruments are essential for ensuring transparency and verifying actual 
emission reductions in imported products. However, given the investments in car-
bon trading systems (ETS) on both sides, more cooperation in this area could be 
looked for, too.

Given China’s dominance in green technologies, the EU should identify areas for 
strategic cooperation and investment in segments of the supply chain, such as re-
cycling where the EU’s comparatively cleaner energy mix can help achieve lower 
emissions, creating mutual benefits in reducing the carbon footprint of green-tech-
nology production.

Since China’s civil society is highly controlled, the EU should leverage its strategic 
advantage of a strong and diverse civil society working on climate and environ-
ment among others to promote joint civil-society initiatives between European ac-
tors and emerging countries of the Global South. Furthermore, the EU could make 
greater use of future COPs as platforms for more positive self-promotion, not least 
with regard to the global contributions made by its civil society.
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KEY TAKEAWAYS
The concept of de-risking, which above all refers to the need to address over-re-
liance on China, was introduced in 2023 in a speech by EU President Ursula 
von der Leyen.

However, like decoupling, which was introduced in the U.S. in 2018, the intro-
duction of the term ‘de-risking’ has not led to consensus concerning a clear 
strategy for addressing potential risks emanating from economic and political 
relations with China.

In contrast, although without using the term de-risking, since 2018 China has 
been steadily diversifying its markets and resource suppliers more intensively 
in order to decrease dependence on Europe and the U.S.

Beijing has also been expanding its influence in the Global South through Belt 
and Road investments, as well as a range of other economic and diplomatic 
tools.
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China has therefore implemented de-risking more successfully than Europe, 
which is still reliant on key imports from single dominant suppliers.
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Introduction
The idea of ‘de-risking’ economic and diplomatic relations with China was introduced by 
European Union President Ursula von der Leyen in a speech in March 2023. [1] The term was 
apparently intended to be a European alternative to the US ‘decoupling’ debate which began 
around 2018 in Washington, D.C. during the first Trump administration. [2] The EU President’s 
intention appears to have been to present ‘de-risking’ as a slightly softer alternative to the 
drastic-sounding term ‘decoupling.’ Instead of trying to completely cut economic and polit-
ical ties with China (which is clearly not possible given contemporary patterns of globalisa-
tion and economic interdependence which rely heavily on Chinese manufacturing), the aim 
was, according to von der Leyen, to eliminate certain specific areas of risk. For instance, in 
her speech von der Leyen mentioned rare earths, 5G internet, quantum computing, artificial 
intelligence, and biotech as sensitive areas in which there was – or might be – too much 
dependence on China. [3] However, although she outlined some core strategies in a general 
sense, she did not offer precise examples of how exposure to China was to be limited.

Both debates, decoupling in the US and de-risking in the EU, stemmed from the perception 
that economic interdependence with the People’s Republic of China (PRC) was detrimen-
tal to the economic and even political well-being of the political entity whose elites were 
discussing the concepts. Activities considered problematic included the use of Confucius 
Institutes to influence debates in Europe or the access of Chinese scholars to technologi-
cal innovations in sensitive areas, as a 2024 EuroHub4Sino paper pointed out. [4] However, 
among Chinese experts there was confusion as to what the precise difference between the 
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and de-risking might be, amid discussion about how exactly China could be considered a 
risk to the US and the EU. [5]

Be that as it may, ‘de-risking’ became a buzzword in Brussels just as ‘decoupling’ had several 
years previously in Washington. Discussions about how exactly to limit the supposed dam-
age from links with China ensued and continued into 2024. In the EU, numerous workshops 
and conferences were held prioritising discussions of the term, including one as part of the 
EuroHub4Sino project. However, looking at this question from the perspective of early 2026 
reveals a lack of progress in some areas in moving beyond rather vague rhetoric into the 
realm of specific, clear strategy. Where action to reduce reliance on external suppliers has 
been taken, outcomes have tended to be sub-optimal, as in the cases of the chipmaker Nex-
peria and imports of Russian liquid natural gas (LNG) – of which more below. The reasons 
for the failure to de-risk are complex, but – as is common with the EU – broadly involve lack 
of clear consensus, an inability to coordinate policy effectively, and slowness in developing 
coherent strategy.

At the same time, while avoiding the word ‘de-risking’, the Chinese Communist Party (CCP) 
has, since the 1990s but intensifying since the first Trump presidency, taken incremental 
and coordinated steps to reduce exposure to external uncertainties. For instance, in a speech 
in April 2020 President Xi Jinping introduced the concept of ‘dual circulation’, which aims 
to decrease dependence on external markets by developing the Chinese domestic market. 
[6] At the same time, Beijing seeks to reduce China’s reliance on – or at least exposure to 
risks arising from – high volumes of exports to the US and the EU, as a 2025 EuroHub4Sino 
paper demonstrated. [7] The 2021 decision of the Biden administration in 2021 to expand the 
number of blacklisted Chinese companies in which U.S. companies and individuals were 
not permitted to invest [8] caused Beijing to redouble its efforts on these fronts. Meanwhile, 
in a continuation of policies initiated under Xi’s predecessors, China continues to diversify 
sources of key fossil fuels such as oil and natural gas. In essence, China has arguably been 
more successful than the EU at implementing a coordinated approach akin to de-risking, 
even if that is not the word that has been used by the Chinese government.

This paper outlines the consequences of the EU’s inability to de-risk and, in contrast, the 
relatively more successful and ongoing application of diversification and risk reduction by 
the Chinese government which has arguably made China more resilient to global shocks. 
Importantly for China, examples of such ‘black swans’ – unexpected events which can nev-
ertheless be anticipated to arrive sooner or later [9] –  include the first Trump administra-
tion’s trade war, the Biden administration’s decision to impose restrictions on exports of 
high-tech products to China, [10] and the second Trump administration’s use of tariffs as a 
tool of economic statecraft. The aim is to understand the European origins of de-risking, the 
EU’s problems with implementation, and what can be learnt from China’s more coordinated 
strategies for mitigating risks. The main point is to understand and learn from the Chinese 
experience rather than to discuss how de-risking can be applied to EU policy on China.
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European versus Chinese strategy on de-risking
A clear case of a European failure to de-risk and its subsequent negative consequences 
emerged as a result of the action by the Dutch government to seize control of the chipmaker 
Nexperia in late 2025. Nexperia, a manufacturer of semiconductors located in the Nether-
lands, is a subsidiary of Wingtech Technology, which is part-owned by the Chinese state. The 
company supplies chips to many automakers in the EU. The Dutch action to take control of 
Nexperia prompted the Chinese government to block exports of finished chips to Europe, 
resulting in a supply crisis and causing car manufacturers to cut production forecasts. [11] 
The case represents a clear case of the need to ensure that single external suppliers such as 
China do not dominate key European industries by establishing alternative supply chains. 
Yet despite the fact that this key weakness must have been known to insiders, no action 
was taken to de-risk between 2023 and 2025, when the attempt to extract the company from 
Chinese hands failed. Even after the latest crisis, there is still no clear strategy. [12]

Natural gas is another area where the EU has long been at risk of being over-dependent on 
imports from one country which may not be an ally or reliable and which may unexpectedly 
cut off supplies or raise costs. Of course, the supplier in this case is not China. However, the 
EU’s failure to de-risk can be unfavourably compared to long-term Chinese policy in this area. 
China obtains natural gas from Central Asia and Russia via pipelines, but also, in the form of 
liquid natural gas (LNG) from countries such as Qatar and Australia. [13] As with oil imports, 
the CCP has ensured, ever since China first became a net importer of oil in the mid-1990s, 
that it is not dependent on one supplier.

Europe’s dependence on imports from Russia via pipelines through Ukraine has long been 
an issue. In 2006 and 2009, for instance, Moscow turned off the taps and European supplies 
were drastically affected. [14] In January 2026, it was reported that the EU had managed to 
reduce imports of Russian gas to a minimum, but that it had replaced them with dependency 
on imports of US gas. [15] In other words, the question of dependency on one supplier was 
not solved, but displaced to a different supplier. This meant that the EU had failed to de-risk 
its natural gas imports, which now gave the US increased leverage rather than Russia. At 
the same time, there was a turn away from nuclear energy in Germany, compounding the 
problem. The EU’s continued vulnerability on energy stands in sharp contrast to Chinese 
policy both in diversifying fossil fuel suppliers to the maximum extent possible and in mak-
ing massive strides in developing renewable and nuclear energy production domestically.

The EU has vulnerabilities to China in a number of areas. The trade balance with China is 
deeply negative, with imports far exceeding exports in almost every EU country. [16] China 
has been accused by the European Commission of dumping goods such as solar panels in 
the EU. [17] China has also been accused of stealing technologies and scientific innovations 
from Europe by various means. Espionage has been an issue, as has the role of Confucius 
Institutes, many of which have been located at universities. Europe is now being flooded 
with cheap, apparently unregulated imports from Temu, Shein and other Chinese platforms. 
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gained a significant share in the European social media market, raising possible information 
security concerns, but seemingly (in contrast with the response in the U.S. and Australia) 
without any significant challenge from Brussels. In short, the EU has been manifestly slow 
to de-risk economic links with the PRC despite the increased awareness since 2023 that it 
should do so. This is in marked contrast to China, which has already been diversifying its 
energy suppliers and markets for several decades, and has taken further steps during the 
Xi administration.

In partial mitigation, it needs to be stated that there is a diversity of interests within the EU. 
Perceptions of external risks can vary significantly depending on sectoral and economic 
interests. For instance, the European automobile and chemical industries tend to favour 
continued engagement with China, arguing that reduced exposure could limit their access 
to technological innovation, not to mention affecting their sales. By contrast, actors con-
cerned primarily with competition or security often advocate for lower levels of economic 
interdependence. These diverging interests might explain, to an extent, the slow progress 
in strategy formulation and policy implementation. Such issues are not easy to solve, but 
still demand solutions. Some possibilities may be found by studying the Chinese approach 

China’s holistic national security strategy
The PRC’s strategy of reducing risk to the Chinese economy by diversifying suppliers and 
markets as much as possible long precedes the advent of de-risking. China’s approach can 
be traced back to the mid-1990s, when the government realised that China was no longer 
energy self-sufficient and had to rely on imports of oil and other commodities. A policy was 
adopted of reducing exposure to shocks by seeking to import oil from as wide a range of 
countries as possible. [18] China actively sought oil from countries such as Angola, Sudan, 
Venezuela and Nigeria as well as more conventional suppliers in the Middle East, where it 
is possible that a hostile actor might seek to block tankers traversing the Strait of Hormuz.

Subsequently, under Xi Jinping, this strategy of energy import diversification became part of 
a holistic approach to China’s security which came to be known as ‘comprehensive national 
security.’ [19] The approach, based on close coordination of military, political and economic 
policy spheres across multiple ministries and organs, [20] includes the large-scale imple-
mentation of renewable energy production and promotion of electric vehicles in order to 
steadily reduce consumption of imported fossil fuels (as well as countering air pollution). As 
a result, 17.5 per cent of China’s energy production in 2024 came from renewables, up from 
only 6.7 per cent in 2011. [21]

Obviously, the idea of enhancing comprehensive national security includes modernising the 
military, as well as investing heavily in science and technology innovation in areas such as 
artificial intelligence, mining, quantum computing, robotics, and space exploration. Xi has 
called this China’s ‘holistic national security concept’ (HNSC) and created a new body, the
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Central National Security Commission (of which he is the head) to coordinate China’s na-
tional security strategy. [22] According to Tai Ming Cheung, a professor at the University of 
California San Diego, “The HNSC became China’s first-ever official national security strategy 
in January 2015 when the Politburo approved the National Security Strategy Outline (NSSO).”  
[23] Under this strategy, the spheres of politics, economics, military affairs, and science and 
technology are seen as connected aspects upon which China’s overall national security rests, 
with each aspect having its own organisational structure of committees and departments 
within a framework coordinated from the top down.

In recent years, particularly since the advent of the first Trump administration’s trade war 
with China, the CCP has also sought to reduce economic dependence on the United States, 
and on advanced Western economies in general. For instance, the PRC’s holdings of US 
treasury bonds, which stood at US$1.314 trillion in July 2011, had reduced to US$682.6 billion 
in November 2025. [24] In the same period, ties with markets in the Global South steadily in-
creased while exposure to the US gradually shrank. In 2018, 19.5 per cent of Chinese exports 
went to the United States; by 2023, the proportion had markedly declined to 12.9 per cent. 
[25] The U.S. still remained China’s single biggest national trade partner; but the Chinese 
government had set about cutting the PRC’s exposure to the vagaries of American foreign 
policy in a coordinated manner. Learning a lesson  from the first Trump administration, the 
Chinese government had placed the PRC in a far less vulnerable position vis-à-vis the U.S. 
This meant that Beijing could realistically attempt to ride out Donald Trump’s volatile poli-
cy shifts (most notably on tariffs) without having to be concerned that these would trigger 
severe repercussions in the Chinese economy.

As a previous EuroHub4Sino policy paper showed, Beijing has also long been seeking to 
increase its influence across the Global South. [26] In many countries, for instance in Africa, 
Chinese diplomacy has deliberately cultivated influential elites so that they tend to favour 
engagement with China. [27] Expanding China’s support base widely across the developing 
world is intended to reduce exposure to external shocks and pressures emanating from the 
West. For instance, since the 1960s the PRC has gradually attracted many countries away 
from supporting Taiwan: the number of African countries with official ties to Taiwan de-
clined from 19 in the mid-1960s to just one (Eswatini) by 2022. [28] In 2025, according to two 
surveys, China overtook the U.S. in terms of global favourability ratings, largely because of 
increased support in the Global South. Nira Data’s May 2025 poll revealed that China was 
more popular than the U.S. in 76 out of 96 countries surveyed. [29] The Economist’s survey 
administered between July and September 2025 showed that the PRC’s favourability rating 
had overtaken America’s in Mexico, Indonesia and South Africa. [30]

Based on investments under the umbrella of the Belt and Road Initiative and cooperation 
encouraged by China-led regional organisations such as the Forum on China-Africa Cooper-
ation (FOCAC) and the China-Arab States Cooperation Forum (CASCF), Beijing is increasingly 
seen as a responsible and reliable partner by many countries in Africa and Asia. These nations
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are simultaneously losing faith in the U.S. due to erratic and sometimes hostile policymak-
ing under Trump. By spreading its eggs into as many baskets as possible in the same way as 
a successful investor might, the Chinese government, under a succession of leaders since 
the 1990s, has managed to reduce the PRC’s economic and political exposure to unexpected 
shocks such as Trump’s trade war and tariffs.

Discussion and recommendations
To sum up: the EU’s efforts to de-risk have been underwhelming while China has been far 
more successful at promoting its ‘comprehensive national security’ under Xi Jinping. For 
instance, the EU has reduced energy dependence on Russia, but replaced it with dependence 
on US supplies of natural gas. Meanwhile, China has diversified its energy suppliers as far 
as possible to minimise the effects of potential black swans such as a blockade of the Strait 
of Hormuz, while increasing the use of solar and wind power. China has also expanded its 
support base and influence among a wide range of countries in the Global South. Europe, 
still carrying colonial-era baggage in the eyes of many former dependencies, has not been 
systematically applying a similar form of charm offensive. Instead, the EU continues to rely 
on an outdated form of so-called ‘normative power’ [31] based on European democratic values 
which lacks both clout and, in recent years, credibility.

Of course, not everything that China includes in its comprehensive national security strat-
egy or HNSC would be appropriate for the EU to implement. The Chinese national security 
apparatus includes surveillance of citizens and, effectively, suppression of minorities which 
could not be contemplated in Europe. Some advantages that China has gained, for instance 
in the electric vehicle market or renewable energy, could be seen as by-products of China’s 
need to address its deteriorated environment rather than as part of a conscious attempt to 
de-risk. Still, adopting a holistic approach to Europe’s security in which political, economic, 
technological and military security are more effectively integrated by means of a coordinat-
ed top-down strategic approach is something that could be implemented in the EU, given 
sufficient political will.

Of course, the problem of getting all necessary stakeholders on board and coordinating their 
efforts is a key difficulty. Yet given the urgent need for Europe to start acting as a unified pow-
er in the interests of its security (which French President Macron pointed out in February 
2026), there is hope that it is possible to make it happen. As Macron said: “Are we ready to be-
come a power? This is the question in the field of economy and finance, in defence and secu-
rity, and in our democratic systems … We need big European programmes to finance the best 
projects … The Chinese do it, the Americans too … I am not saying we should be protectionist. 
It’s more a question of being coherent.” [32] The aim, as Macron suggests, should be to develop 
a holistic approach to security which draws on the systematic aspects of the Chinese strate-
gy – for instance regarding top-down oversight, clear structures for implementing and coor-
dinating policy, and state investment in key industries. At the same time, it is self-evidently
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essential to adhere to European norms and values concerning democracy and human rights 
in developing such a strategy.

In order to implement de-risking more effectively, it would be advisable for the EU to take 
the following four measures. First, although of course many aspects of the Chinese approach 
to comprehensive national security are not possible to implement in Europe, EU leaders 
should take a holistic approach to security rather than one focused mainly on concerns about 
espionage, technology transfers, and military build-ups. Energy supplies and internation-
al partnerships should be given more priority when developing security strategy. Second, 
Global South countries should be viewed as potential economic and diplomatic partners 
rather than passive aid recipients. There should be an increase of carefully coordinated 
diplomatic interaction with countries in the Global South, especially resource-rich ones. 
Elites in the selected countries should be engaged and offered investments or expertise in 
areas identified as lacking in the target countries and which European actors can provide. 
Third, energy suppliers should be diversified, while systematically expanding resources in 
alternative sources of energy such as renewables and nuclear power. This should not be left 
primarily to private enterprise, but should be carefully coordinated at the level of member 
state governments and the EU Commission. And fourth, a programme of investment in key 
industries – including military technology – along the lines of Macron’s suggestions should 
be implemented to beef up European self-sufficiency. By implementing these measures, the 
EU may finally be able to approach an effective strategy of de-risking which draws on the 
Chinese experience rather than continuing to ignore it.
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KEY TAKEAWAYS
Whilst patriotism, national pride and broadly defined nationalism have always 
had a role to play in Chinese communist politics, they have taken on an ev-
er-greater significance in recent years. 

The party’s official discourse – how it describes itself and talks about itself - 
frames the CCP as the defenders of China’s national interests and as the only 
agent capable of realizing national goals.

This party wants to make idea of the CCP as the natural and only party ca-
pable of delivering national rejuvenation so embedded within society that it 
becomes difficult (to say the least) to criticize or question. 

Ongoing theoretical innovations are increasingly emphasizing the “exception-
al uniqueness” of Chinese culture, focusing on continuity and the historical 
importance of unity, and the current party as the inheritors of his great culture 
and civilization.
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At the same time, the discourse is arguing both for an ever-greater centrality 
for the party across all sectors of society, and also for the centrality of Xi Jin-
ping as a leader. His personal authority at times seems to be more important 
than the power of the party itself.
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The evolution of Chinese nationalist discourse in the Xi Jinping era is more 
than just rhetorical adjustment. It is a process of adaptive consolidation, 
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ject China’s distinct (and non Western) political trajectory.
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Introduction
There are two recurring and underpinning themes in the political economy papers for the 
EuroHub4Sino project. The first is that Chinese leaders are committed to bringing about a 
massive and fundamental shift in the nature of economic activity, and the transition to a 
new model is already underway. The second is that this is more than just an economic tran-
sition. It is inherently a political transition as well, as it impacts on the way that the Chinese 
Communist Party (CCP) manages its relationship with the Chinese people and justifies (and 
maintains) its leadership (and the nature of the political system more generally). This polit-
ical task entails first deploying the Party’s extensive propaganda apparatus to explain the 
leaderships’ new objectives. The next step is then to establish the attainment of these goals 
as new indicators of good and effective performance that the Party should be judged against.

This in part involves instituting new benchmarks for evaluating economic performance; for 
example, to no longer simply calculate the quantity and the amountamount of growth but to instead 
focus on the quality, sustainability, and the utilityutility of growth. It also necessitates looking 
beyond economic performance to other issue areas to prove that the Party is succeeding in 
delivering what the Chinese people need and want (and are told that they need and want). 
Chief among these other areas is the Party’s ability to deliver “the great rejuvenation of the 
Chinese nation”; to take China back to where it belongs as a major power, despite the best 
efforts of others to prevent it from re-establishing itself. Perhaps we can call it the goal of 
nurturing nationalism and national pride. And while this emphasis on nationalism is cer-
tainly not new, like many things it has been taken to a new level under Xi Jinping. Moreover, 
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not least because of what has happened to Western powers (including great ones), the time 
seems ripe to complete that rejuvenation and for China to play an ever-greater global role; 
and who knows, at some point maybe to become THETHE major power.

While it might be difficult to calculate the success of this strategy, this hasn’t stopped people 
from trying. The 2025 twentieth annual survey on “How Chinese View the World” conducted 
by Global Times – an affiliate of People’s Daily, the official mouthpiece of the CCP - found that 
the Chinese public exudes pronounced confidence in China’s status as a major power with 76 
per cent of respondents expressing pride in their Chinese identity. [1] In the 2025 Guangzhou 
Youth Development Report, over 90 percent of surveyed university students reported a strong 
sense of national pride and cultural confidence and called for an even greater emphasis to 
be placed upon patriotism. [2]

Given that both surveys were conducted through official channels, then it might seem rea-
sonable to suspect that they have been manipulated to prove a point. Yet research on public 
opinion in China suggests that survey results are more robust and representative than is 
typically thought to be the case. [3] For example, surveys conducted by the University of Chi-
cago in 2025 arrived at strikingly similar conclusions to the Chinese ones, with the growing 
confidence and patriotic sentiments of the Chinese populace linked to both concrete im-
provements in living standards within China itself, and China’s enhanced global stature. [4]

Our main interest here, however, is not to evaluate the results as to understand the process; 
to highlight how the Party has tried to establish the importance of national pride and reju-
venation as a key goal and indicator of success, and to establish itself as the only agent or 
actor that can deliver this success. To do so, we focus on the shifts in nationalist discourse in 
the Xi Jinping era, with a particular emphasis on how what at first sight can look like minor 
or subtle changes in language can actually signal rather profound and fundamental shifts 
in the way that the Party justifies its leadership and monopoly of power. The first task is to 
delineating key terminologies central to Chinese nationalism, and then to provide a concise 
elaboration of the concept of a “common sense” which we think is essential in understand-
ing how ideas and concepts essentially become un-challengeable in Chinese politics, and 
simply accepted as being true. 

Nationalism, Nation, and Chinese National Rejuvenation
Every Chinese leader since Sun Yat-sen has invoked what is now typically referred to as “the 
great rejuvenation of the Chinese nation” as a central political aspiration. [5] Even Mao’s focus 
on the importance of winning a class war was framed by doing what was right for China and 
the Chinese people in the long run (rather than, for example, what was right for the global 
Marxist movement). After all, the China that the CCP was born into in 1921 was, in the CCP’s 
own understanding, suffering from both (domestic) feudal and (foreign) imperial suppression 
and oppression, and the revolution that brought it to power was at least in part about restoring 
China’s borders and Chinese sovereignty. As Mao himself put it as he prepared to establish
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the new People’s Republic of China in 1949, “ours will no longer be a nation subject to insult 
and humiliation. We have stood up.” [6] That said, the emphasis on class politics and class 
warfare under Mao does stand in stark contrast to the focus on attaining national goals that 
has become the norm since Deng took de facto control of Chinese politics in 1978.

Despite its very frequent use by Xi Jinping and others, it is not always wholly clear what 
this rejuvenation entails (or when it will have been accomplished). It is often associated 
with one of Xi’s earlier focus on attaining the “Chinese Dream”, described as “the realiza-
tion of national prosperity, rejuvenation of the nation, and the well-being of the people. [7] 
Kevin Rudd, former prime minister of Australia, interpreted rejuvenation as the pursuit of 
“the overarching nationalist imperative of restoring China’s former historical greatness.” [8] 
Wang Zhen points to the very careful and deliberate emphasis on both “chosen glories” and 
“chosen traumas.” “Chosen glories” are those elements of China’s past that the Party wants 
to establish as benchmarks of what a rejuvenated China should emulated, while the “trau-
mas” refer to those past defeats and humiliations that have become a crucial element in the 
construction of Chinese identity. [9]

Importantly, China’s modern achievements do not merely soothe past traumas; they re-
activate collective memories of humiliation, thereby intensifying the emotive force of the 
rejuvenation that the Party has delivered for the Chinese people and the Chinese nation. [10] 
But it’s not just about settling past scores; it’s about establishing an enthralling vision of the 
future that engages the public too. [11] Xi Jinping’s “Chinese Dream” continues the Party’s 
tradition of idealized promise of improved livelihood anchored by a consistent prerequisite 
across administrations: only under the CCP leadership can this vision be realized, [12] and 
the fate of the people, the Party and the nation are inextricably bound together in a common 

Discourse, Common Sense, and Legitimacy
The Party’s aim is to establish this understanding of its role in delivering national goals 
as a “common sense”. Based on the work of Antonio Gramsci, this refers to embedding the 
leaderships’ ideas and worldview within the broader population so that the people accept 
and internalize the Party’s beliefs and worldview as their own. [13] More than that, these 
ideas become so widely rooted and repeated across society that they become uncritically 
accepted as the natural order of things; they are so self-evidently “true” that they are beyond 
contestation and to question them would be non-sensical. [14]

Nationalism provides a particularly potent vehicle for this process. By mobilizing collective 
memories of humiliation and pride, nationalist discourse binds the destiny of the Chinese 
nation to the stewardship of the Party. It becomes so pervasive in the way that it is repeated, 
ritualized and woven into education, media, and public life, it ceases to appear as propaganda 
and instead becomes part of the cultural fabric. [15]
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Establishing the Official Discourse 
So how do you trace the way that the message is disseminated? And how it changes too? 
Given that this is a study of the “official” discourse, we start by identifying the authoritative 
voices of official China; the words that the Chinese leadership puts out to the world that 
it wants people to read and hear. These official sources include three revised versions of 
Constitution of the Chinese Communist Party, three reports delivered to the National Party 
Congress, documents released from plenums of the Central Committee of the CCP, group 
study sessions of the Central Committee, and leaderships’ monographs and speeches. We 
also include an examination of Qiushi magazine, the bimonthly publication of the CCP Cen-
tral Committee, which serves as a key channel for articulating and refining the Party’s policy 
directives. With a more accessible discursive style than formal documents, Qiushi offers 
valuable insight into the Party’s ideological messaging. We then employed qualitative text 
analysis (QTA) to trace how discourse is manipulated and evolves over time.

The CCP and the People: A Class based Party or a National One?
Regarding the relationship between the CCP and the Chinese nation, the most direct mani-
festation lies in how the CCP defines itself. Here we see a gradual shift from what we might 
think of as the Communist foundations of the Chinese Communist Party, to ever greater 
Chinese foundations. Reading party constitutions might not sound like an exciting endeav-
our. Nor a particularly important one either. But arguably the Party’s greatest (discursive) 
achievement has been to convince the people that it is obvious that the CCP represents 
the entire Chinese nation, and not just one (class-based) portion of it. The CCP’s claims to 
represent the Chinese people and the Chinese nation should be surprising given the Party’s 
Marxist origins and supposed revolutionary objectives. That such claims are rarely regarded 
as remarkable – or even noteworthy – is itself evidence of just how successful it has been in 
re-inventing itself and its raison d’être.

Following the establishment of the People’s Republic of China (PRC), the initial revision of 
the Party’s constitution in 1956 explicitly adhered to Marxist principles, defining the Party 
as “the advanced contingent of the Chinese proletariat and the apex manifestation of the 
organization of the Chinese working class.” [16] Subsequent amendments, notably in 1969 
and 1973, underscored the CCP’s identity as “the party of the proletariat” [17] and “the van-
guard of the proletariat,” [18] respectively. However, it wasn’t until 1982 that the embryonic 
formulation of the CCP’s present-day characterization, encompassing a broader spectrum 
of Chinese society, emerged: “The CCP serves as the vanguard of the Chinese working class 
and faithfully represents the interests of all ethnicities within China.” [19] This narrative 
culminated in the 2002 official proclamation, solidifying the CCP’s role as “the vanguard of 
the Chinese working class, while simultaneously representing the interests of the Chinese 
people and the Chinese nation.” [20]

In addition to the definition of the Party, the discourse on the essence of the political system 
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led by the CCP similarly reveals a significant dilution and attenuation of the class nature that 
a Marxist party should inherently possess. From the first constitution of the CCP in 1921 until 
the founding of the PRC, the political system under the CCP’s leadership was consistently 
described as the “dictatorship of the proletariat.” [21] With the promulgation of the Common 
Program of the Chinese People’s Political Consultative Conference in 1949, this description shift-
ed to the “people’s democratic dictatorship,” [22] a characterization that lasted until the 1956 
Party constitution. [23] Influenced perhaps by the Cultural Revolution, the term reverted to 
the “dictatorship of the proletariat” until 1982. [24] Since then, “people’s democratic dictator-
ship” has remained the official description of China’s political system under the leadership 
of the CCP. As previously discussed, the CCP has broadened the scope of a Marxist party, 
extending its representation beyond a specific class to encompass all Chinese people and 
not just the proletariat (however defined).

Hence, it can be asserted that up until 1982, the CCP adhered strictly to its identity as a 
Marxist class-based party. However, from that point onward, it began to diverge from the 
fundamental Marxist principles. The core tenet of a communist party is to represent a spe-
cific class –not everyone of the nation. This presents a significant ideological contradiction. 
Yet, within contemporary political discourse, the assumption that the CCP represents the 
entirety of the Chinese nation and people is often treated as unquestionable common sense. 
This manifests the CCP’s remarkable success in shaping the common sense – presenting 
itself not only as the representative of the working class, but more importantly, as the embod-
iment of the Chinese nation and the Chinese people – which permeates deeply throughout 

Interpretation of History

The Party has issued a series of Historical Resolutions (HR) that evaluate its own history, 
achievements and failings (in 1945, 1981 and 2021). There are two notable differences between 
the second and the third of these that give an indication of the direction of travel when it 
comes to its national(ist) credentials. 

First, the term “zhonghua minzu” (Chinese nation) was absent in the second HR but men-
tioned 53 times in the most recent version. Indeed, the third HR begins as follows: 

Since its founding in 1921, the CCP has remained true to its original 
aspiration and mission of seeking … rejuvenation for the Chinese na-
tion. … The endeavors of the Party and the people over the past century 
represent the most magnificent chapter in the millennia-long history 
of the Chinese nation. [25]

This statement downplays the fact that national rejuvenation was not always the priority in 
the Mao era (as already noted) when the urgency of winning a class war was identified as the 
Party’s most urgent (and existential) challenge. Certainly, it does the Party no harm if people 
forget or gloss over what happened to the country during its stewardship and leadership 
during the Cultural Revolution. It also seems to wipe from history the Marxist revolutionary 
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aspirations and mission that were at least part of the reason for creating the CCP in the first 
place. 

The phrase “the most magnificent chapter” indirectly highlights the efforts and sacrifices 
made to achieve today’s accomplishments, reinforcing its historical indispensability and 
legitimacy of leading the Chinese nation. On the other hand, the CCP appears to be extreme-
ly assured, adopting a tone of triumph in narrating history, meticulously enumerating its 
splendid achievements over the past four decades. As asserted in the third HR, “Through 
tenacious struggle, the Party and the people have shown the world that the Chinese nation 
has achieved the tremendous transformation from standing up and growing prosperous to 
becoming strong.” [26]

And a key component of that future success of the CCP is Xi Jinping’s leadership. Indeed, 
much of what is said seems to place greater emphasis on the crucial importance of Xi Jin-
ping’s personal central role to the entire Chinese nation rather than the Party as a whole (an 
issue we will return to shortly). Furthermore, there has been no acknowledgment of the con-
tributions made by previous leaders such as Hu Jintao and Jiang Zemin to the construction 
of the linkage between the CCP and the Chinese nation. Instead, this connection seems to 
have been portrayed solely as a product of Xi Jinping’s wisdom, neglecting the foundation 
laid by his predecessors. 

That the Party has been the main vehicle for the delivery of past achievements is given as 
evidence that it will be the single most important determinant of future successes too: 

The strong leadership of the Party is the fundamental reason why the 
Chinese people and Chinese nation have been able to transform their 
fate in modern times and achieved the great success we see today. Both 
the facts of history and the reality of today prove that without the CCP, 
there would be no new China and no national rejuvenation. [27]

In short, the CCP self-proclaims as the vanguard of the Chinese nation because it consistently 
upholds the great mission of rejuvenating the Chinese nation and has fulfilled its promises. 
To continue advancing towards the great rejuvenation, it is imperative to further strengthen 
the CCP’s control over society, and more importantly, Xi Jinping’s core position and control 
of the Party and the country. Here, we can read an implicit criticism of Xi’s predecessors for 
loosening control and allowing too much authority to seep out of the Party’s hands.

Centralization and Expanding Party Power

Given the importance of the Party in the Chinese political system, it is important (and per-
haps surprising for some) to remember that it did not always endow itself with the signif-
icance for the country and people that it now does. Indeed, the assertion that “the Party 
exercises overall leadership over all areas of endeavor in every part of the country” was only 
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the Party’s constitution in 2017. [28] When Hu Jintao listed his eight basic requirements for 
advancing socialism in 2012, “upholding the leadership of the Party” was the last of the eight. 
Five years later, it was the first of Xi’s now 14 fundamental principles. [29] While Hu focused 
on the “principal status of the people” (renmin zhuti diwei) as the driving force behind the 
victories of socialism past and future, for Xi it was all about Party leadership. [30] Moreover, 
under Xi we have seen a transition from a rather vague “upholding the leadership of the 
Party” to a much more catch all “ensuring Party leadership over all work.” [31]

While it might sound counter-intuitive, promoting insecurity can help reinforce the mes-
sage. Or perhaps more precisely, it can help to promote a sense of potentialpotential insecurity and 
crisis if such Party leadership is not forthcoming and accepted and endorsed by the people. 
This has been a particularly important theme in writings in Qiushi, which have collectively 
tried to establish a sense of urgency in accepting Party leadership because

In addition to the many domestic challenges that the Party has faced and will have to face 
in the future, there is the added complexity of an international environment dominated 
by others, with many of those others determined to prevent China’s rise. [33] Or in Xi’s own 
words just before he called for “upholding and strengthening the Party’s overall leadership” 
at the 2022 Party Congress:

Our country has entered a period of development in which strategic 
opportunities, risks, and challenges are concurrent and uncertainties 
and unforeseen factors are rising. Various “black swan” and “gray rhino” 
events may occur at any time. We must therefore be more mindful of 
potential dangers, be prepared to deal with worst-case scenarios, and 
be ready to withstand high winds, choppy waters, and even dangerous 
storms. [34]

Centralizing Xi’s Power
So the Party’s sphere of influence has significantly expanded. So too has the personal au-
thority of Xi Jinping. It is true that during Hu Jintao’s tenure, there were references to his 
personal leadership and the need to “closely unite around the Party Central Committee with 
Comrade Hu Jintao as General Secretary.” [35] When Xi first took power, his leadership was 
largely spoken of in similar ways. Yet the dynamics shifted considerably with the conven-
ing of the Sixth Plenary Session of the 18th Central Committee in 2016 when a new and very 
significant political proposition was formally introduced – “the Party Central Committee 
with Comrade Xi Jinping at its core”. [36] This was followed in 2018 by the introduction of a 
pair of twos as the basis of CCP rule.

we do not know how many slopes we still need to climb, how many 
obstacles we must overcome, how many storms we will endure, or how 
many hardships we will face. At this moment, more than ever, we need 
to uphold the leadership of the Party. [32]
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The first is the “two upholds” or occasionally “safeguards” (liangge weihu) formula; upholding 
the “core status” of Xi, and upholding “the authority of the Party Central Committee and its 
centralized and unified leadership” as the second. [37] In October 2022, the “two upholds” was 
officially added to the Party Constitution. The second two is the “two establishes”; 

Although first aired in 2018, the “two establishes” – or sometimes rendered in English as the 
“two establishments” (liangge queli in Chinese) – was formally adopted by the November 
2021 plenary session of the CCP.

The narrative of Xi as the “core” of the Party soon penetrated every aspect of Chinese political 
discourse, with numerous reflections of his achievements and accolades for his personal 
leadership. The following quote is rather long, but it is worth repeating in some detail here 
as an example of the laudatory tone that is typical of this sort of evaluation: 

The CCP seeks to cultivate public conviction in the imperative of national rejuvenation by 
projecting a compelling future vision – one in which the Chinese people enjoy continuous 
improvements in livelihood. This foundational premise underpins the Party’s substantia-
tion, grounded in its historical interpretation, of its unique capacity to spearhead and attain 
the great national rejuvenation. Consequently, to realize the aspirations of the entire Chi-
nese populace, it is exigent for all the people to adhere to and fortify the Party’s leadership. 
Within this conceptual framework, the preservation of Xi Jinping’s personal core position 
assumed increasingly paramount importance, especially in his second tenure. This endeav-
or facilitates the creation and consolidation of a particular common sense; the realization 
of this grand and arduous national rejuvenation as contingent upon not just upholding and 
strengthening Party leadership, but also the core leadership of General Secretary Xi Jinping 
within the Party Central Committee; and as Bandurski pithily puts it, “just remember this 
simple formula: 2 + 2 = Xi.” [40]

The Party has established Comrade Xi Jinping’s core position on the 
Party Central Committee and in the Party as a whole and established 
the guiding role of Xi Jinping Thought on Socialism with Chinese Char-
acteristics for a New Era. [38]

In the historical context of the new era, General Secretary Xi Jinping 
has demonstrated profound empathy for the people, outstanding po-
litical acumen, and a strong sense of mission. Under his leadership, 
the entire Party and people of all ethnic groups have upheld the great 
spirit of historical initiative, resolving many long-standing problems. 
... Throughout this process, General Secretary Xi Jinping has emerged 
as the core of the Party, the leader of the people, and the commander 
of the military, earning widespread acclaim and respect. Xi Jinping 
Thought on Socialism with Chinese Characteristics for a New Era has 
emerged as a natural and profound development in response to the 
needs of the times. [39]
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Marxism, but Sinicized

As an earlier EuroHub4Sino paper explained in some detail how Chinese Marxism had be-
come ever more Chinese under Xi Jinping, we will not repeat those arguments and findings 
here other than to note Xi’s increased focus on China’s traditional culture and philosophies 
as the basis of his (and thus the country’s) current thinking and practice. [41] In his speech at 
“Meeting on Cultural Inheritance and Development” in June 2023, Xi outlined China’s “tuchu 
texing” (exceptional uniqueness) in five outstanding characteristics: continuity, creativity, 
unity, inclusiveness, and peacefulness. [42] Of these, continuity – anchored in China’s uninter-
rupted and venerable history spanning over 5,000 years - is paramount, as Xi contended that

In addition, the idea of a “national great unity” has been identified as “the core aspiration of 
the people and foundation of the national strength.” [44] For Zhu Chengru, Professor of The 
Palace Museum, historical experience demonstrates that national strength, stability, and 
popular well-being are contingent upon the preservation of a unified state. [45] Zhu conclud-
ed that “great unity” has been a persistent theme in China’s political and intellectual history, 
serving as a foundational element of national consciousness. In this regard, recent Qiushi 
articles (2020-2023) have aimed to both historicize and reinterpret the ideology of “great 
unity,” positioning it as a foundational element of Chinese cultural history while offering a 
modernized understanding of its implications. This ideological continuity underscores the 
imperative to uphold central authority, now embodied by the CCP and its central leadership. 
While not stated explicitly, in light of the “two upholds” discourse, the emphasis on unity 
implicitly validates Xi Jinping’s core and personal leadership too.

The integration of Chinese uniqueness with Marxism has been explained as an updating of 
the process of Sinicizing Marxism that the Party has been engaged with since it was created. 
From the very beginning, the Party understood the necessity of integrating Marxism – as a 
methodology – with practical realities to create a theory that worked for China at any spe-
cific time. At the same time, as “a faithful inheritor, promoter, and builder” [46] of Chinese 
culture, it also deeply recognized the profound value of Chinese history, philosophies and 
civilization. And it is the way that this focus on Chineseness has evolved that seems to mark 
something of a break with the past.

Although Marxism and Chinese culture are explained as being mutually complementary 
and indispensable, the official nationalist discourse now appears to suggest that the Par-
ty’s ability to chart a unique path towards the great rejuvenation of the Chinese nation is 
primarily attributed to the excellence of traditional Chinese culture. According to the CCP’s 
understanding, Marxism, as a methodological framework can be (and should be) integrated 
with any country’s own national conditions to produce a specific national form to guide its 

this continuity inherently dictates that the Chinese nation will follow 
its own path. If not through the prism of its extensive history of continu-
ity, one would not be able to understand ancient China, contemporary 
China, let alone China of the future. [43]
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developmental trajectory. However, most endeavors by other Communist parties have either 
faltered or paled in comparison to the achievements of the CCP. Consequently, the essence 
of greatness lies not in Marxism per se but rather in the Chinese nation and the exceptional 
traditional culture it created. 

Conclusion
In conclusion, analysis of official discourse in the Xi Jinping era reveals that the CCP has 
deliberately constructed its relationship with the Chinese nation through historical reinter-
pretation and the articulation of its indispensable leadership – particularly the central role 
of Xi Jinping – as essential to national rejuvenation. This effort is further reinforced by the 
Party’s rearticulation and innovation of the Sinicization of Marxism by Xi Jinping. Togeth-
er, they delineate a common sense in which the Party is inextricably bound to the destiny 
of the Chinese nation, and its leadership is portrayed as both necessary and inevitable for 
realizing the great rejuvenation. To put it simply, the CCP is the not just the rightful leader of 
the Chinese nation but the onlyonly leader capable of guiding and leading the country to attain 
shared objectives.

Concretely, drawing on its historical interpretation, the CCP asserts that its past success in 
securing national independence and achieving prosperity legitimizes its continued lead-
ership as the sole force capable of guiding China towards national rejuvenation. Recent 
discourse further underscores that this leadership must be centralized under Xi Jinping, 
rather than the Party collectively. This claim is reinforced by the Party’s promotion of Xi’s 
Sinicization of Marxism, a theoretical contribution built upon Xi’s wisdom and described 
as the unique foundation of China’s developmental path. As the CCP positions itself as the 
agent that recognized and actualized this synthesis, it claims credit for charting a distinctive 
trajectory for national rejuvenation. Within this constructed common sense through nation-
alist discourse, the Party is portrayed as indispensable to achieving the great rejuvenation 
of the Chinese nation, thereby justifying its continued rule.

Building on these findings, one may further argue that the renewed emphasis on a Sinicized 
Marxism and a distinctive developmental path positions China internationally as a putative 
model of governance. By presenting its trajectory as rooted in indigenous historical expe-
rience rather than Western emulation, the Party projects cultural confidence and asserts 
epistemic autonomy in global debates on modernity and development. This discourse op-
erates across different levels. To reiterate, domestically, it reinforces legitimacy by linking 
national rejuvenation to continued Party leadership. Internationally, it frames China’s rise 
as historically inevitable and normatively grounded in a uniquely Chinese ideological syn-
thesis. In doing so, it intertwines regime legitimacy, national identity, national security, and 
global ambition within a coherent narrative of ascent.

Does it also, though, lay the foundations for a different set of problems in the future? Given 
that Xi now seems to be more important than the Party itself, it remains to be seen what 
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to this understanding of the location and durability of power once Xi is no longer around 
to be the core. History offers a cautionary precedent: Hua Guofeng’s succession after Mao 
Zedong in 1976 illustrates how difficult it is for the next leader to assert their own authority 
when a single individual has been identified as the source of wisdom and authority. In Hua’s 
case, grievances long suppressed under Mao quickly surfaced, and his inability to command 
respect left him overshadowed until Deng Xiaoping took the Party in a new direction in 1978. 
The fact that Hua is now remembered only faintly, if at all, underscores how fragile such 
authority can be. At the very least, it will be very difficult for whoever comes next to simply 
insert themselves into the gaps left by Xi and to inherit his authority. 
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Develop regulatory guidance for anthropomorphic and emotionally interactive AI systems: 
European institutions (in particular the European AI Office) should issue guidance on how 
systems designed for sustained social or emotional interaction should be assessed in the 
implementation of the AI Act. Such guidance could clarify how risks related to relational 
interaction and long-term engagement may be interpreted within existing risk categories.

Incorporate interaction design into AI risk assessments: Current governance frameworks 
largely focus on system outputs. Yet many risks associated with conversational AI emerge 
from how systems structure ongoing engagement. Risk assessments and auditing stand-
ards should explicitly examine interaction design, including engagement optimisation 
mechanisms, recommendation loops, and other features that may encourage behavioural 
influence or dependency.

Address psychological safety in systems designed for sustained interaction: AI systems 
intended to simulate companionship or emotional responsiveness raise questions that go 
beyond traditional product safety. Regulatory oversight should consider risks such as emo-
tional manipulation, addictive interaction patterns, and the potential impact of prolonged 
AI interaction on users’ mental well-being, particularly for vulnerable users.

Assess the systemic role of large-scale conversational AI systems: Widely used conversa-
tional systems increasingly function as interfaces through which users access informa-
tion, digital services, and online markets. European regulators should monitor whether such 
systems begin to assume intermediary or gatekeeping roles within digital ecosystems and 
consider how existing platform governance frameworks might apply in this context.

Strengthen monitoring of global regulatory developments in AI governance: Regulatory ap-
proaches to advanced AI systems are evolving differently across major jurisdictions. Recent 
Chinese regulatory initiatives addressing anthropomorphic and emotionally interactive AI 
services illustrate emerging governmental responses to the social and psychological risks 
associated with relational AI. Systematic monitoring of these developments – for example 
through foresight functions within the European Commission or the AI Office – would help 
anticipate regulatory divergence and support future adjustments to European governance 
frameworks.

Provide guidance for European firms operating in asymmetric regulatory environments: 
European AI companies increasingly face differing regulatory expectations across global 
markets. European institutions should provide structured support for these firms through 
advisory mechanisms, regulatory guidance, and structured dialogue with key partner juris-
dictions, helping companies navigate emerging compliance requirements abroad.

The following recommendations outline strategic directions for adapting European AI gover-
nance to the emergence of anthropomorphic and emotionally interactive AI systems. As con-
versational AI evolves into systems capable of shaping users’ emotions, behaviour, and social 
engagement, existing regulatory frameworks will need to consider risks that arise not only from 
system outputs but also from longer-term patterns of human–AI interaction. 
These recommendations are structured to first address core governance challenges within the 
European framework, before turning to the implications of global regulatory developments, in-
cluding those observed in China.

Governing Relational AI: China’s Regulation of Anthro-
pomorphic AI and the European Governance Challenge

by Łukasz Gacek
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Introduction

AI systems are increasingly designed not only to generate information or automate tasks, 
but to sustain ongoing interaction that shapes users’ emotions, behaviour, and perceptions 
of social relationships over time.

This paper argues that anthropomorphic and emotionally interactive AI introduces a new 
category of systemic social risk arising from sustained human–AI interaction, which cur-
rent European regulatory frameworks address only partially. China’s regulatory response 
offers an early indication of governance challenges that are likely to become relevant for 
the European Union. Unlike most existing regulatory frameworks, the Chinese approach 
explicitly treats emotionally interactive AI as a source of social and behavioural risk, in-
cluding emotional influence, dependency, and the reshaping of social relationships.

The emergence of emotionally interactive AI reflects a broader shift in digital governance. 
Whereas earlier debates focused primarily on regulating information systems, recent tech-
nological developments increasingly raise questions about how to regulate technologies 
that mediate social interaction. Generative AI systems now not only produce information 
or automate tasks, but also simulate personality, emotional responsiveness, and conver-
sational presence. As a result, a growing number of AI applications are built to sustain 
ongoing engagement with users and to create a sense of social presence. Emerging regu-
latory approaches differ in what they seek to protect. While European frameworks focus 
primarily on individual rights and autonomy, China’s regulatory approach places greater 
emphasis on broader social and collective interests. Recent regulatory developments in 
China addressing anthropomorphic and emotionally interactive AI services illustrate how 
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governments are beginning to respond to these emerging governance challenges. These 
developments are not limited to China. As conversational AI becomes more deeply embed-
ded in everyday digital environments, similar questions are already emerging for Europe-
an AI governance. They also provide insight into how state authorities conceptualise the 
social implications of AI systems designed for sustained human interaction. 

Earlier research has shown that humans readily develop emotional responses and forms 
of social attachment toward interactive technologies, including digital agents and conver-
sational systems. Concepts such as relational artifacts and parasocial interaction high-
light how mediated technologies can generate emotionally meaningful, often one-sided 
relationships with users. More recent studies on companion chatbots suggest that such 
systems are increasingly experienced as sources of social interaction and emotional sup-
port in everyday contexts. Research on persuasive technologies and digital platforms fur-
ther shows how interaction design can shape user behaviour by leveraging cognitive bias-
es and reinforcement dynamics, often through engagement-driven design. These insights 
indicate that AI systems designed for sustained interaction may influence users not only 
through their outputs, but through the dynamics of ongoing engagement.[1]

Building on these discussions, this paper uses the concept of relational AI to describe AI 
systems designed to sustain ongoing social and emotional engagement with users. These 
systems reflect a broader shift toward AI technologies that increasingly operate as so-
cial and relational interfaces rather than purely informational tools. Relational AI refers 
to artificial intelligence systems designed for sustained or repeated interaction with us-
ers, simulating social presence, emotional responsiveness, or companionship. Unlike con-
ventional AI tools, their primary function extends beyond information provision or task 
automation to structuring ongoing engagement that can influence users’ behaviour and 
emotional states over time. As their use expands, these systems influence more than indi-
vidual exchanges. They shape emotional responses, affect decision-making, and alter how 
users perceive social relationships. At scale, such dynamics raise broader questions about 
mental well-being, communication patterns, and the societal implications of AI-mediated 
interaction. Yet existing regulatory frameworks remain largely oriented toward technical 
safety, data protection, and harmful content. Recent regulatory initiatives in China provide 
an early example of how such systems are beginning to be addressed in practice.

Analytical approach

Rather than evaluating the effectiveness of specific regulatory measures, this paper shows 
how emerging AI technologies are framed as governance problems and how states inter-
pret the societal risks associated with relational forms of human–AI interaction. From 
this perspective, China’s regulatory initiatives are treated as an expression of a broader 
governance logic through which state authorities interpret the social implications of an-
thropomorphic AI. This perspective also highlights a broader distinction between gover-
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nance models centred on the protection of individual users and those oriented toward the 
preservation of collective order. The regulation of relational AI provides a particularly clear 
case through which these differing priorities can be observed.

Relational AI may mark a new phase in digital governance, as states increasingly confront 
technologies that extend beyond information processing to sustained forms of human–AI 
interaction. Recent regulatory developments in China provide an early example of how 
governments are beginning to address the risks associated with such systems. Chinese 
authorities have introduced regulatory instruments targeting services designed for ongo-
ing interactive engagement with users.

China’s regulatory model reflects a distinct political and institutional context, yet it also 
highlights governance challenges that are becoming increasingly relevant as relational 
forms of AI interaction expand. Regulators increasingly treat anthropomorphic AI as a 
technology capable of shaping behaviour and influencing social relationships, rather than 
merely producing automated outputs. This raises an important policy question for the Eu-
ropean Union. Conversational AI is becoming embedded in everyday digital environments 
and increasingly functions as an interface through which users access information, ser-
vices, and social interaction. Ensuring that existing governance frameworks remain capa-
ble of addressing these dynamics will therefore become an important task for European 
policymakers. These developments in China provide an early and illustrative example of 
how such challenges are being addressed in practice.

China’s regulation of anthropomorphic AI

China’s regulation of anthropomorphic and emotionally interactive AI should be under-
stood within the broader evolution of the country’s AI governance system. From this 
perspective, the regulation can be interpreted not only as a legal instrument but also as 
an expression of how the Chinese state understands the societal risks associated with 
emerging AI technologies. More broadly, China’s approach to AI governance reflects a 
centralized model in which planning, regulatory oversight, and standardisation operate 
as instruments for steering technological development. Within this framework, artificial 
intelligence is treated not merely as a technical domain but as a strategic field of gover-
nance linked to social stability, economic modernization, and political authority. Beyond 
risk management considerations, Chinese regulatory initiatives in the AI domain are also 
embedded in a broader governance framework that includes information control, content 
moderation, and the management of public discourse in digital environments.

Previous research within the EuroHub4Sino project[2] indicates that China has developed 
a highly centralized and preventive model of digital governance that combines data regu-
lation, algorithm oversight, and sector-specific rules for technologies with significant so-
cial impact. This broader regulatory logic provides an important context for understanding 
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China’s emerging approach to anthropomorphic and emotionally interactive AI services. 
Against this background, China has recently begun to address the risks associated with 
anthropomorphic and related forms of AI-mediated social interaction through dedicated 
regulatory instruments. More generally, the country has increasingly moved from articu-
lating ethical principles for artificial intelligence toward embedding them in enforceable 
regulatory frameworks. The draft Interim Measures for the Administration of Anthropomor-
phic Interactive Artificial Intelligence Services,[3] issued by the Cyberspace Administration 
of China on 27 December 2025 and released for public consultation, represent one of the 
first comprehensive regulatory frameworks specifically addressing AI systems capable of 
sustained emotional and social interaction with users. The regulation refers to the need to 

support the “healthy development” (健康发展) and the “standardized (regulated) use” (规

范应用) of this type of service, while simultaneously protecting state security, the public 
interest, and users’ rights – especially those of minors and older adults (Art. 1). The order-
ing of these objectives is notable, with state security and public interest explicitly preced-
ing the protection of users’ rights.

The rules cover services that use AI to simulate human personality, patterns of thinking, 
and communication style, as well as to conduct emotional interactions with users in the 
form of text, images, audio, or video (Art. 2). In conceptual terms, the regulation addresses 
systems corresponding to what this paper defines as relational AI, focusing on forms of 
sustained human–AI interaction. The measures introduce the principle of combining sup-
port for innovation with cautious, phased regulatory oversight, and of preventing misuse 
and loss of control over AI systems (Art. 3), with cyberspace authorities playing a central 
role in coordinating supervision (Art. 4). Providers are required to comply with law, ethical 
norms, and socialist values, and are prohibited from generating content that threatens 
state security, public order, or social interests. This pattern reinforces the central role of 
state security within the regulatory framework. Particular emphasis is placed on risks 
associated with emotional influence and behavioural manipulation. The regulation explic-

itly bans emotional manipulation, the creation of so-called “emotional traps” (情感陷阱), 
encouragement of suicide or self-harm, and algorithmic practices that push users toward 
irrational decisions (Art. 7). The regulation imposes comprehensive responsibility on pro-
viders for service safety across the entire life cycle, including algorithmic and ethical au-
dits, data and privacy protection, addiction prevention, and crisis-response systems (Arts. 
8–9). Particularly notable is the explicit prohibition of designing AI services intended to 
replace social relationships or deliberately foster emotional dependency (Art. 9), reflecting 
official concern about the social consequences of relational AI.

With respect to training data, the framework requires lawful provenance, consistency with 
official values and Chinese culture, and prohibits using interaction data and sensitive data 
to train models without separate user consent (Arts. 10, 15). These categories remain broad-
ly defined, allowing for considerable discretion in their interpretation in practice. Special 
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weight is placed on protecting users’ mental health: providers must identify emotional 
states and addiction risk, intervene in crisis situations, and ensure human takeover of 
conversations in cases of threats to life or health (Art. 11). For minors, mandatory usage 
modes, time limits, parental controls, and financial restrictions are provided for (Art. 12); 
for seniors, the measures prohibit simulating family relationships and impose obligations 
to respond to health or property risks (Art. 13). In addition, providers must transparently 
inform users when they are interacting with AI, ensure immediate exit from the service, 
and provide effective mechanisms for complaints and reporting (Arts. 16–20).

Overall, these provisions suggest that Chinese authorities perceive anthropomorphic AI 
services as an area of elevated social and political risk that warrants early regulatory atten-
tion and preventive state intervention due to their capacity to shape users’ emotions, atti-
tudes, and social norms. In this sense, the regulation can be seen as a governance response 
to the emergence of relational AI – technologies capable of shaping users’ emotional ex-
perience and behaviour. It can therefore be interpreted as an instrument of risk manage-
ment responding to the perceived shift of AI from a purely technical tool to a participant in 
emotional relationships, while also legitimizing further AI development as a controllable 
process aligned with state priorities.[4] Chinese policy analyses likewise highlight risks 
associated with anthropomorphic AI services, including emotional dependency and social 
alienation, cognitive influence through personalised interaction, and potential harms to 
users’ mental health and safety. These concerns reflect broader regulatory attention to the 
psychological and social effects of sustained human–AI interaction.[5]

From an institutional perspective, the regulation extends providers’ responsibility across 
the full service life cycle, indicating an intention to introduce continuous, structured regu-
latory oversight. It leaves substantial discretion to supervisory bodies – particularly in en-
forcement and reporting – which may materially affect service design and market-access 
conditions, especially for foreign entities. Operationally, the rules generate significant or-
ganisational costs due to the obligation to continuously monitor interactions and main-
tain intervention mechanisms. Ideologically, the requirement that training data conform 
to core socialist values further raises barriers to entry.

These features can also be better understood in a broader, transnational context of regu-
lating anthropomorphic AI services. A brief comparison with California’s Senate Bill No. 
243[6] highlights that similar risks are identified on both sides of the Pacific – including 
addiction, the blurring of boundaries between humans and technical systems, and the 
need to protect minors – yet the institutional logic and enforcement mechanisms remain 
fundamentally different: administrative and preventive in China, compared with civil-li-
ability-based and largely ex post enforcement in the United States. A further difference 
concerns the regulatory object itself: the Chinese draft regulation applies to “products or 

services” (产品或服务) providing anthropomorphic interaction, whereas the Californian 

legislation focuses more narrowly on “AI systems” (人工智能系统) or related platforms. 
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This distinction reflects a regulatory approach that targets the provision and operation 
of interactive services within digital environments rather than the underlying technical 
systems alone.[7]

The emergence of such regulatory initiatives should also be viewed in the context of the 
rapid expansion of generative AI use in China. The Report on the Development of Gener-
ative Artificial Intelligence Applications (2025),[8] prepared by the China Internet Network 
Information Center, shows that by June 2025 the number of generative-AI users in China 
had reached 515 million – implying a doubling in just six months – and an adoption rate 
of 36.5% of the population. These figures indicate that generative AI has ceased to be a 
niche technology and has become a mass, everyday tool. The demographic profile of users 
further amplifies the significance of the phenomenon: people under 40 dominate (74.6%), 
as do users with higher education (37.5%) – groups with strong potential cultural, profes-
sional, and normative influence. Generative AI is used not only in office work, education, 
and entertainment, but also in areas such as agriculture, industry, and scientific research, 
indicating horizontal diffusion across multiple sectors of the economy and social life. This 
scale of adoption also suggests that China has reached a high level of infrastructural and 
technological maturity, enabling stable service delivery to hundreds of millions of users. 
As adoption expands, conversational AI increasingly functions as core digital interfaces, 
shaping communication patterns beyond individual interactions.

From a state governance perspective, the concentration of adoption among young and 
well-educated social groups is particularly significant, as Chinese policymakers often 
view these groups as socially influential. There is also a strong preference for domestic 
models, linking generative AI development to policies of technological self-reliance and 
the strategic reduction of dependence on foreign platforms. 

As a result, AI in China is developing as a national technological ecosystem closely aligned 
with state goals in security, control, and long-term development. The scale of adoption 
and the pace of growth appear to have contributed to regulatory pressure to introduce new 
risk-management rules, especially in psychological and social domains. Public debates 
about the potential psychological effects of intensive chatbot use reinforce regulatory 
perceptions that sustained interaction with AI can generate socially relevant risks rather 
than purely hypothetical technological concerns. 

The requirement of ideological alignment with core socialist values,[9] far-reaching re-
quirements for algorithm registration, audits, and security assessments, and expanded 
mechanisms of state control suggest that Chinese rules are moving toward a state-super-
vised ethical regime for AI. Within this framework, the protection of users does not appear 
as the primary regulatory objective, but is embedded within a broader set of priorities re-
lated to social order, state interests, and normative alignment. As a consequence, these 
regulations significantly increase the costs and complexity of AI development, requiring 



151 EuroHub4Sino Policy Paper 2026/8

continuous oversight, mechanisms for human takeover, and sustained compliance with 
political and administrative norms.

Taken together, these features suggest that while the Chinese regulatory model reflects a 
distinct political and institutional context, it also highlights governance challenges that 
are likely to gain relevance globally as relational forms of AI interaction expand. The effec-
tiveness of these regulatory measures remains uncertain, but they offer insight into how 
Chinese authorities conceptualise and attempt to govern the societal risks associated with 
relational AI

Policy implications for the European Union

The governance of anthropomorphic and socially interactive AI raises challenges that go 
beyond the regulatory tools traditionally applied to digital technologies. As conversatio-
nal systems become embedded in everyday digital environments, AI systems designed for 
sustained interaction can shape behaviour, emotional responses, and patterns of use over 
time, creating risks that are not fully addressed within existing regulatory frameworks. 
This shift introduces a new set of social and psychological risks that existing European 
governance frameworks address only partially. While the European approach is firmly gro-
unded in the protection of individual rights, many of the risks associated with relational AI 
emerge at the level of collective behaviour and socially embedded dynamics, rather than 
solely at the level of individual system outputs.

Current European regulatory frameworks focus primarily on safety, transparency, and 
harmful content. The EU’s approach to AI governance is largely based on a risk-based 
model that classifies AI systems according to the level of risk they pose and introduces 
corresponding regulatory obligations. This logic is reflected in the AI Act,[10] which estab-
lishes prohibitions for certain practices, requirements for high-risk systems, and trans-
parency obligations for specific AI applications (Recital 26). The regulation also recognises 
that AI can generate a wide range of harms, including physical, psychological, societal, 
or economic impacts (Recital 5). However, systems designed for sustained relational in-
teraction introduce challenges that are not easily captured by this structure. While the 
AI Act addresses certain manipulative practices (Recital 29) and identifies systems pos-
ing risks to health, safety, or fundamental rights as high-risk (Recital 52), its regulatory 
structure remains largely centred on system capabilities and predefined risk categories. 
As a result, the regulation pays limited attention to the cumulative dynamics of human–
AI interaction, particularly in systems designed to simulate social relationships or sus-
tained engagement. Most provisions address discrete regulatory concerns, such as deci-
sion-making impacts, system safety, or compliance with fundamental rights, rather than 
behavioural dynamics emerging through continued use.

The AI Act also contains few provisions addressing interaction design and engagement 
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mechanisms, including algorithmic nudging, addictive interaction loops, or emotional 
reinforcement strategies. These dynamics are especially relevant for conversational AI 
systems, AI companions, and personalised assistants designed to maintain ongoing in-
teraction with users. In practice, the current framework largely treats AI as a tool, product, 
or service rather than as a technology embedded in ongoing social interaction. European 
policymakers should therefore recognise anthropomorphic and socially interactive AI as a 
distinct governance domain and develop guidance addressing relational interaction, long-
term engagement, and psychological safety. The European AI Office could play an import-
ant role in this process as part of its mandate to support the implementation and inter-
pretation of the AI Act. Such guidance would clarify how systems designed for sustained 
social interaction should be assessed within existing AI Act risk categories and would ex-
tend governance beyond individual system outputs to patterns of user engagement.

From a regulatory perspective, many of the societal risks associated with relational AI 
arise from how systems structure long-term engagement rather than from individual re-
sponses. European governance should therefore pay closer attention to interaction design 
and engagement mechanisms. This includes examining interaction design features (e.g. 
engagement optimisation, recommendation loops, reinforcement dynamics) and other de-
sign elements that encourage emotional attachment, behavioural influence, or dependen-
cy. Existing EU regulatory frameworks already offer useful reference points. The Digital 
Services Act[11] introduces a governance framework for systemic risks arising from the 
design and functioning of digital services operating at scale. Article 34 requires providers 
of very large online platforms and search engines to assess systemic risks related to the 
functioning of their services, including risks affecting fundamental rights and societal 
processes, while Article 35 requires proportionate mitigation measures. Other provisions 
also highlight the importance of platform design. Article 27 introduces transparency re-
quirements for recommender systems, and Article 38 requires very large platforms to pro-
vide users with options to modify or avoid profiling-based recommendation systems.

Product safety regulation offers another relevant perspective. The General Product Safe-
ty Regulation[12] establishes a general safety requirement for consumer products (Article 
5) and requires risk assessments to consider factors such as product design, technical 
characteristics, and foreseeable patterns of use (Article 6). These provisions indicate that 
interaction design should also be considered when assessing the safety implications of AI 
systems intended for prolonged engagement with users. 

Taken together, these frameworks indicate that such risks are not adequately captured 
by output-based regulatory models. Incorporating interaction design considerations into 
AI risk assessments and auditing standards therefore represents an important next step. 
Risk assessments, for example, could explicitly evaluate engagement optimisation mech-
anisms and behavioural influence patterns in conversational systems.
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As conversational AI becomes embedded in everyday digital environments, it increasing-
ly operates as an interface through which users access information, digital services, and 
online markets. Widely used conversational systems, AI companions, and personalised as-
sistants are therefore likely to become important intermediaries shaping communication 
practices, knowledge access, and social interaction at scale. If conversational systems be-
gin to operate as gateways to digital ecosystems, questions related to market power, plat-
form dependency, and gatekeeping functions will become more prominent. In this con-
text, governance discussions should also draw on principles established under the Digital 
Markets Act.[13] Regulatory authorities could monitor whether widely used conversational 
systems develop gatekeeping functions comparable to those addressed under the DMA. 
Such monitoring would also inform future reviews of the Digital Markets Act and its defini-
tion of core platform services. The Digital Markets Act introduces obligations for designated 
gatekeepers controlling core platform services. These include restrictions on combining 
personal data across services (Article 5) and rules aimed at preventing self-preferencing 
while ensuring fair, reasonable, and non-discriminatory access conditions for business 
users (Article 6). Conversational AI systems are not currently classified as core platform 
services under the Digital Markets Act. However, as they function increasingly as inter-
faces connecting users with digital services, information, and markets, similar competi-
tion and governance concerns arise. By shaping how users discover services, content, and 
commercial offers, such systems can acquire gatekeeping functions comparable to those 
addressed by the Digital Markets Act. In this sense, conversational AI is gradually evolving 
from a standalone service into a key intermediary shaping how users navigate the digital 
ecosystem.

This focus on market structure and competition differs from the Chinese approach, which 
regulates AI services more directly at the level of how they are designed and how users 
interact with them. While the Digital Markets Act is primarily concerned with gatekeeping 
and market power, Chinese rules address issues such as interaction dynamics, emotional 
influence, and the ways in which systems may shape user behaviour over time.

Global regulatory divergence and its implications for Europe

The rapid development of relational and conversational AI is also likely to intensify dif-
ferences between global approaches to AI governance. Regulatory models emerging in the 
European Union, China, and the United States reflect distinct institutional priorities and 
regulatory philosophies. For the European Union, this divergence represents an important 
strategic challenge. Differences in regulatory frameworks influence not only market ac-
cess conditions but also the broader digital environment in which European citizens and 
companies operate. European policymakers should therefore closely monitor regulatory 
developments in major AI jurisdictions, particularly emerging rules addressing conver-
sational and anthropomorphic AI systems. Such monitoring supports strategic foresight 
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and helps ensure that the EU’s rights-based regulatory approach remains capable of re-
sponding to evolving technological and societal risks. Dedicated foresight and regulatory 
monitoring functions within the European Commission and the European AI Office could 
play an important role in this process.

The emergence of new regulatory regimes for conversational and anthropomorphic AI also 
creates asymmetric compliance environments for European firms operating globally. Such 
regulations may impose additional requirements related to content governance, algorith-
mic oversight, data localisation, or training-data standards. European institutions should 
support companies navigating these environments through regulatory guidance, risk-as-
sessment tools, and dialogue with foreign regulators. This could include structured regu-
latory dialogues with key partner jurisdictions and advisory mechanisms for European AI 
providers operating abroad. Such measures help European firms remain competitive while 
maintaining compliance with EU regulatory standards. At the same time, regulatory ini-
tiatives adopted in other jurisdictions should be treated as early indications of governance 
challenges that may later become relevant within Europe. Monitoring these developments 
can inform future regulatory adaptation while preserving the EU’s core principles of fun-
damental rights protection, proportionality, and democratic accountability. The challenge 
for European policymakers is not to replicate more interventionist models of governance, 
but to ensure that a rights-based framework remains capable of addressing technologies 
that increasingly operate at the level of social relations rather than discrete technical out-
puts.
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The policy brief highlights several important signals that challenge the con-
ventional belief that Beijing’s science and innovation policies are linear in na-
ture and carefully orchestrated solely by a small cohort of political elites in the 
power corridors of Beijing.

It offers a basic framework to gauge who the key players are and to what extent 
some of these key players play pivotal roles in shaping China’s current science 
and innovation policies.

China’s experience highlights the importance of sustained coordination be-
tween government institutions, research communities, and industry, as well 
as the role of long-term policy continuity in supporting emerging technologies. 
Appreciating this complex ecosystem will be essential for Europe as it seeks to 
strengthen its own science and innovation capabilities.
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Introduction

On 22 January 2025, DeepSeek, the Chinese homegrown Artificial Intelligence (AI) com-
pany, released its latest model and blew a trillion-dollar hole in Wall Street, on the basis 
that the until-then relatively unknown Chinese firm would undermine the United States’s 
AI giants. It was heralded in the media as a ‘Sputnik moment’, raising questions as to how 
China has incubated ground-breaking companies such as DeepSeek and Huawei.[1] 

International observers have frequently interpreted China’s ambition to become a global 
champion of innovation as a personal priority for President Xi Jinping.[2] In the eyes of 
Chinese senior leadership, maintaining innovation capability is the only pathway to ma-
naging a protracted competition with Washington while enhancing China’s economic re-
silience.

This policy brief does not deny the absolute importance of Chinese leaders’ views on scien-
ce and innovation. Yet the party leadership must rely on various enablers, including senior 
technocrats, small-medium size companies and individual talents, to deliver its gigantic 
ambitions. The pursuit of science and innovation excellence is not a new policy goal for 
Beijing, but many emerging technologies move at a speed beyond the comprehension of 
senior policymakers and ordinary people alike. As a result, these enablers are tasked with 
explanation, experimentation and eventual policy implementation.

As many have observed, China takes a whole-of-nation approach to sustaining its level of 
commitment to science and innovation.[3] This involves decision-making, resource alloca-
tion and coordination between companies and governments at various levels. In the case 
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of science and innovation policies, many Chinese domestic companies have created the 
policy demand from the decision-makers. 

In European institutions, China’s innovation prowess has been met with more fear than 
admiration. As AI and other technologies become critical to productivity, European policy-
makers must decide how they want to respond to the example set by China. It is essential 
to understand how decisions on the science policies underlying these innovations were 
made in Beijing and who the key players are. 

This policy brief attempts to serve as a basic guide to understanding China’s science and 
innovation policymaking processes, including who the key players are and what impact 
they have in shaping China’s current science and innovation policies. Drawing from a wide 
range of official documents, secondary literature and in-person interviews with compa-
nies and policy practitioners, it aims to challenge the conventional belief that Beijing’s 
monolithic decision-making process has led to technological prowess – examining inste-
ad whether China’s rapid progress in science and innovation is driven by a combination of 
state direction, experimental companies and local government ambitions.

The absolute importance of science policy

Global investors and China observers alike have been poring over Beijing’s latest Five-Year 
Plan, which was published on 13 March 2026.[4] The plan sets out China’s economic growth 
targets for the next five years and, crucially, places science and innovation front and centre 
in driving the Chinese economy. 

Beijing has sent clear signals regarding the importance of pursuing scientific self-reliance 
in the medium to long-term, as a pathway to upgrading the Chinese economy and con-
solidating national resilience. The state-run media has repeatedly emphasized ‘achieving 
scientific self-reliance and domestic innovation’, making it one of the top three headlines 
broadcast on prime-time news across the country throughout 2025.[5] The 22 members of 
the CCP’s all-powerful politburo gather monthly for ‘study sessions’, which included a fo-
cus on cutting-edge technologies in four out of ten total sessions in 2025.[6] 

Beijing’s deeply rooted anxieties about technological vulnerabilities and the urgency of 
economic transformation underly the move to position science and innovation policies as 
the absolute priorities of Chinese leadership. These anxieties derive from China’s continu-
ously worsening relationship with the US and its allies, which has previously impacted the 
supply chain behind China’s technological developments. Beijing is also convicted that its 
economy and productivity could be accelerated enormously with greater utilization of the 
latest technologies available.
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The key players at central government level

China’s science and innovation policymaking is shaped by both political leadership and 
interactions among multiple bureaucratic institutions with overlapping mandates.

In March 2023, the annual National People’s Congress approved the establishment of a 
new Central Science and Technology Commission.[7] The commission sits directly under 
the party leadership and is chaired by Ding Xuexiang, China’s Executive Vice Premier and 
a member of the Politburo Standing Committee, the highest decision-making body within 
the party and the state. The newly established commission has authority to coordinate 
the efforts of key ministerial actors to accelerate China’s technological breakthroughs and 
address strategic bottlenecks. It also acts as the final arbiter in cases of overlapping policy 
jurisdictions or inter-ministerial competition.

Beneath this overarching coordination mechanism, three central ministries under the 
State Council of the People’s Republic of China play particularly important roles in devel-
oping and implementing science and innovation policies. These are the Ministry of Sci-
ence and Technology of the People’s Republic of China (MOST), the Ministry of Industry 
and Information Technology of the People’s Republic of China (MIIT) and the National De-
velopment and Reform Commission (NDRC).

MOST has traditionally served as China’s central policymaking body for science, technolo-
gy and basic research. It formulates national science and technology strategies, plans and 
policy frameworks that guide research and innovation across the country. Its remit also 
includes overseeing basic and strategic research, managing national research program-
mes and major scientific initiatives and coordinating with scientific institutions. At the 
macro level, MOST also plays a key role in shaping China’s national innovation system and 
defining scientific priorities.[8] In essence, the ministry acts as the chief planner for Chi-
na’s national science and research strategy. For example, in the development of advanced 
semiconductors, MOST managed the allocation of early-stage research funding, particu-
larly for universities and research institutes.

In contrast, MIIT is more focused on linking technological research with industrial devel-
opment. Its chief functions are to implement industrial and digital technology policies, 
establish technical standards and regulate technology sectors.[9] As Beijing has sought 
to consolidate its position as a global manufacturing leader, MIIT’s authority over high-
tech commercialization and innovation-driven industrial development has expanded. One 
prominent example is the widely discussed ‘Made in China 2025’ initiative, which was ini-
tiated and largely implemented by MIIT, albeit to some international controversy.[10]  

The third key institution, the NDRC, does not formally include science and innovation in its 
core remit but, as China’s central economic planning agency, it plays an increasingly im-
portant role in the country’s technological development strategy. Science and innovation 
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have become central components of China’s broader economic growth model, resulting in 
the NDRC’s involvement in areas such as AI and robotics policy.[11] The commission over-
sees national industrial development planning and is responsible for drafting significant 
components of China’s Five-Year Plans.[12] It also determines strategic emerging industry 
catalogues and allocates major infrastructure investments, including those related to dig-
ital infrastructure. Consequently, when the technology sector requires large-scale capital 
investment, industrial restructuring, or national-level infrastructure development, NDRC 
involvement is essential.

Contrary to the conventional perception of China as a monolithic decision-maker, the re-
ality of science and innovation policymaking is far more complex than decisions made by 
a single leader or institution.

With these three ministries simultaneously involved in shaping Beijing’s science and in-
novation policies, stakeholders on the receiving end of these policies must carefully nav-
igate which institutions to engage with and for what purposes. Provincial governments, 
research institutions and major technology companies alike must also assess ‘which min-
istry holds influence over specific policy areas, who allocates the funding and where their 
own interests can be most effectively represented’.[13] 

China’s recent efforts to develop a domestic semiconductor industry provide a clear illus-
tration of this triangular policymaking structure. Establishing a semiconductor fabrica-
tion plant requires massive capital investment, alignment with national industrial policy 
and support for technological breakthroughs.[14] As a result, semiconductor companies in 
China must engage with multiple ministries: seeking early-stage research funding from 
MOST, ensuring their technical and industrial standards align with MIIT regulations and 
ultimately obtaining approval on any major investments from the NDRC. While companies 
rarely publicly align themselves with specific bureaucratic actors, in practice they must 
navigate these institutional channels to secure funding, regulatory support and political 
capital.

Although competition among these three ministries is largely bureaucratic rather than 
openly political, major Chinese technology firms are often drawn into – and can some-
times leverage – the triangular relationship between MOST, MIIT and NDRC, particularly in 
sectors such as artificial intelligence, robotics, semiconductors, and telecommunications 
equipment.[15]

The key players at provincial government level

China’s innovation and industrial policies are highly centralised in design but highly de-
centralised in execution. As several China specialists have pointed out, provincial gov-
ernments are not passive recipients of policy directives but active players with a degree 
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of autonomy; they often navigate – and at times, strategically balance – the priorities of 
different central ministries in Beijing.[16] 

The Politburo of the Chinese Communist Party and the State Council typically provide 
macro-level policy guidance for specific science and innovation sectors. However, given 
China’s vast economic and geographic diversity, provincial and municipal governments 
often have a better understanding of what policy approaches will work most effectively in 
their respective regions in pursuit of Beijing’s broader innovation ambitions.

Provincial governments are therefore not merely implementers of centrally designed pol-
icies. Instead, they use their fiscal resources, administrative capacity and local policy ini-
tiatives to develop programmes that align with central government priorities while also 
serving regional economic and political interests. One critical factor shaping these dy-
namics is that the political promotion of provincial governors and party secretaries has 
historically been closely tied to indicators such as local economic growth and produc-
tivity. As a result, provincial leaders are incentivized to mobilize financial resources and 
political capital to support policies that can deliver measurable economic outcomes.

Over the past decade, Shanghai, Hangzhou and Shenzhen, three of China’s most economi-
cally dynamic cities, have been vying to position themselves as the leading hub for China’s 
home-grown AI industry.[17] Each city brings distinct advantages to this competition, from 
talent pools and industrial ecosystems to geographic location and existing technology clu-
sters.

Among them, Shanghai is one of the most comprehensive centres for AI development in 
China.[18] The city is widely recognised as a key regional hub supporting the country’s 
advancement in artificial intelligence, particularly in terms of industry scale, talent con-
centration, ecosystem development and cross-sector integration. One of Shanghai’s most 
significant advantages lies in its large pool of skilled professionals. Estimates suggest that 
the city hosts roughly one-third of China’s AI talent, giving it a substantial human capital 
advantage.[19] To build on this, the municipal government has developed policy frame-
works and initiatives aimed at retaining and attracting AI talent.

The Shanghai Municipal People’s Government has also leveraged its political networks 
and institutional influence in support of this ambition. Notably, Li Qiang, the current Chi-
nese premier, previously served as the city’s party secretary until March 2023. During this 
period and afterwards, Shanghai positioned itself as the regular host of the World Artificial 
Intelligence Conference (WAIC) and supported the creation of the Center for Global AI Go-
vernance at Fudan University.[20] Through these initiatives, the city aims not only to serve 
as a national centre for AI innovation and talent development, alongside Hangzhou and 
Shenzhen, but also to establish itself as the natural home for international dialogue on AI 
governance and capacity building. This positioning helps Shanghai contribute to shaping 
China’s preferred narratives and policy frameworks in global discussions on AI governan-
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ce, an ambition that Hangzhou and Shenzhen have not yet pursued to the same extent.

Shanghai’s strategy illustrates how provincial governments in China do not simply imple-
ment central directives but actively compete to shape emerging technology sectors, using 
local advantages, policy experimentation and political connections to influence national 
innovation priorities.

How companies are shaping China’s science and innovation policy

In the past, Chinese companies, particularly state-owned enterprises, have often been per-
ceived as largely following government directives. However, the dynamics in the science 
and innovation sector are frequently quite different from those observed in traditional in-
dustries. Due to the nature of technological innovation, companies operating at the tech-
nological frontier often play a more proactive role in shaping government decision-mak-
ing on science and innovation.

Chinese firms have three main pathways through which they can influence government 
policy: demonstrating technological breakthroughs; integrating industrial clusters; and 
creating state–industry feedback loops.

The ‘AI Plus Action Plan’, part of China’s 15th Five-Year Plan, aims to embed artificial in-
telligence across a wide range of economic activities nationwide over the next five years. 
However, this initiative did not originate solely from the central government. Instead, 
companies specializing in AI and robotics first achieved significant technological break-
throughs, which in turn generated a demand for ambitious policies. 

The state recognised the potential of these technologies to address labour shortages and 
upgrade China’s manufacturing base, prompting targeted industrial policy responses. As 
a result, the influence of domestic firms is reflected in the latest national strategy empha-
sizing the importance of integrating AI across industries.

A notable example is Unitree Robotics, one of China’s leading robotics companies. In late 
February 2026, the German Chancellor Friedrich Merz visited the company and was greet-
ed by a line-up of robots demonstrating their advanced functionality.[21] Unitree illustrates 
how technology firms can play an important role in shaping China’s science and inno-
vation policy landscape. The company’s founder, Wang Xingxing, was appointed deputy 
chair of China’s humanoid robot standards committee, allowing industry engineers to par-
ticipate directly in shaping national technical standards. [22]

This development reflects a broader trend in which private technology entrepreneurs are 
increasingly involved in formulating national technical rules, including standards for ro-
botics hardware design and the regulation of AI capabilities in humanoid robots. Rather 
than designing regulatory frameworks unilaterally and imposing them on companies, Bei-
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jing has increasingly allowed leading domestic companies, such as Unitree, to co-develop 
regulatory structures for emerging technology sectors.

Another prominent example is DeepSeek, whose rapid rise has also influenced policy de-
bates in Beijing. Following the success of its R1 language model, the company gained both 
national and international recognition. Its founder, Liang Wenfeng, was invited to brief 
Premier Li Qiang on the company’s technological progress.[23] 

DeepSeek’s breakthroughs also prompted debates among Chinese policymakers and le-
gal scholars about strengthening AI governance and regulatory frameworks. However, 
the company’s low-cost, open-source AI models aligned with Beijing’s broader strategy 
of promoting domestic innovation and technological self-reliance. This was reflected in 
the firm’s designation as a ‘National High-Tech Enterprise’, a status that comes with tax 
incentives and preferential access to state-backed research and development funding.[24]

Together, these cases illustrate how China’s leading technology firms are not merely policy 
recipients but increasingly act as policy entrepreneurs, shaping regulatory debates and 
influencing the direction of national innovation strategies.

Conclusion

This short policy brief does not seek to capture the full complexity of China’s science and 
innovation decision-making processes. Instead, it provides an overview of indicators that 
challenge the conventional belief that Beijing’s science and innovation policies are linear 
in nature and carefully orchestrated solely by a small cohort of political elites in the power 
corridors of Beijing.

There is an overarching goal of pursuing technological self-reliance, initiated by Xi Jin-
ping and placed at the core of Beijing’s macroeconomic agenda. This is also an integral 
component of what the Chinese leadership refers to as ‘comprehensive national security’, 
which will require more than a political blueprint articulated by policymakers to achieve.

A wide range of actors play pivotal roles in realizing Beijing’s technological ambitions. Some 
operate within government ministries responsible for science and technology governance, 
while others are tasked with implementing industrial policy and guiding economic plan-
ning. This ecosystem should remind international policymakers that achieving scientific 
breakthroughs and fostering innovation is a multifaceted endeavour, requiring financial 
resources, technical expertise, human capital and sustained political commitment.

At both the central and provincial levels, Chinese governments understand where their 
comparative advantages and institutional autonomy lie within the broader ecosystem of 
technological development. Rather than simply implementing directives from the central 
leadership, many local authorities adapt overarching policy priorities to align with region-
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al development strategies and economic interests.

Meanwhile, the Chinese companies discussed throughout this brief have emerged as do-
mestic champions in their respective sectors and, in some cases, de facto agenda-setters 
in areas such as AI, quantum technologies and robotics. However, their influence in shap-
ing Beijing’s science and innovation policies may become more constrained as the govern-
ment increases scrutiny over data protection and corporate accountability in the name of 
national security. Technology governance is emerging as a new policy frontier in China, as 
both the state and the private sector attempt to strike a delicate balance between innova-
tion and regulation.

For European policymakers, the key lessons lie not only in recognizing the speed with 
which China has advanced its technological capabilities, but also in understanding how 
different actors within the system position themselves, as resource allocators, policy im-
plementers and policy pioneers. China’s example highlights the importance of sustained 
coordination between government institutions, research communities and industry, as 
well as the role of long-term policy continuity in supporting emerging technologies. Ap-
preciating this complex ecosystem will be essential for Europe as it seeks to strengthen 
its own science and innovation capabilities in an increasingly competitive technological 
landscape.



166

[1] Hawkins, A. (2025), ‘Who is behind DeepSeek and how did it achieve its AI “Sputnik mo-
ment”?’, The Guardian, 28 January 2025, https://www.theguardian.com/technology/2025/
jan/28/who-is-behind-deepseek-and-how-did-it-achieve-its-ai-sputnik-moment. 
[2] Yu, J. (2023), China’s new scientists: the emerging leaders behind Beijing’s drive for techno-
logical self-reliance, 24 July 2023, Chatham House Research Paper, London: Royal Institute 
of International Affairs, https://www.chathamhouse.org/2023/07/chinas-new-scientists.
[3] Baark, E. and Qian, J. (2020), ‘China’s whole-of-nation push for technological innovation’, 
Think China, 3 December 2020, https://www.thinkchina.sg/technology/chinas-whole-na-
tion-push-technological-innovation 
[4] Xinhua News (2026) ‘中华人民共和国国民经济和社会发展第十五个五年规划纲要’ 
[The 15th National Economic and Society Development Plan between 2026-2030], 13 March 
2026, https://www.news.cn/politics/20260313/085af5de5a4b4268aa7d87d90817df2f/c.html 
[5] Research compiled by the paper’s author
[6] Xinhua News (2025), ‘习近平在中共中央政治局第二十次集体学习时强调 坚持自立
自强 突出应用导向 推动人工智能健康有序发展’ [Xi emphasised scientific self-reliance; 
applied science and push for orderly development of Artificial Intelligence during the 20th 
collective study session of the CPC Politburo], 26 April 2025,https://www.news.cn/politics/
leaders/20250426/63f5cde8f4b54e22ba35aa7ec7884b3a/c.html; 
Ibid. (2026), ‘习近平：发挥比较优势 坚持稳中求进 推动我国未来产业发展不断取得
新突破’; [Xi Jinping: Utilise the comparative advantage and push for continuous break-
throughs over China’s future industries’], 31 January 2026,https://www.news.cn/politics/
leaders/20260131/818650e92015440ab6bcab00a2e74f55/c.html.
[7] Normile, D. (2023), ‘China rolls out ‘radical’ change to its research enterprise’, Science, 15 
March 2023, https://www.science.org/content/article/china-rolls-out-radical-change-its-
research-enterprise.
[8] Beyrer, P. (2023), ‘Beijing’s tech restructuring signals enhanced competition with the 
United States’, Asia Society Policy Institute, https://asiasociety.org/policy-institute/bei-
jings-tech-restructuring-signals-enhanced-competition-united-states.
[9] Ono, M. (2023), ‘Made in China 2025 and the role of policy experimentation’, The Tokyo 
Foundation, 24 April 2023, https://www.tokyofoundation.org/research/detail.php?id=941.
[10] Sun, Y. and Cao, C. (2021), ‘China’s “grand experiment” and global implications’, Human-
ity and Social Science Communication, 8, 215, https://doi.org/10.1057/s41599-021-00895-7.
[11] Wu, X. and Ji, S. (2026), ‘Innovation plus livelihoods – the twin tracks of China’s 5-year 
plan’, South China Morning Post, 7 March 2026, https://www.scmp.com/economy/chi-
na-economy/article/3345822/innovation-plus-livelihoods-twin-tracks-chinas-5-year-
plan.
[12] Research interview with a former staff member at NDRC.
[13] McMorrow, R. and Cheng, L. (2024), ‘China raises $47bn for chip industry in drive for 
self-sufficiency’, 27 May 2024, The Financial Times, https://www.ft.com/content/175a36b0-
c928-4285-bbc1-41b6026e4f92.
[14] Research interview with a former staff member of NDRC.

EuroHub4Sino Policy Paper 2026/9

https://www.theguardian.com/technology/2025/jan/28/who-is-behind-deepseek-and-how-did-it-achieve-its-ai-sputnik-moment
https://www.theguardian.com/technology/2025/jan/28/who-is-behind-deepseek-and-how-did-it-achieve-its-ai-sputnik-moment
https://www.chathamhouse.org/2023/07/chinas-new-scientists
https://www.thinkchina.sg/technology/chinas-whole-nation-push-technological-innovation
https://www.thinkchina.sg/technology/chinas-whole-nation-push-technological-innovation
https://www.news.cn/politics/20260313/085af5de5a4b4268aa7d87d90817df2f/c.html
https://www.news.cn/politics/leaders/20250426/63f5cde8f4b54e22ba35aa7ec7884b3a/c.html
https://www.news.cn/politics/leaders/20250426/63f5cde8f4b54e22ba35aa7ec7884b3a/c.html
https://www.news.cn/politics/leaders/20260131/818650e92015440ab6bcab00a2e74f55/c.html
https://www.news.cn/politics/leaders/20260131/818650e92015440ab6bcab00a2e74f55/c.html
https://www.science.org/content/article/china-rolls-out-radical-change-its-research-enterprise
https://www.science.org/content/article/china-rolls-out-radical-change-its-research-enterprise
https://asiasociety.org/policy-institute/beijings-tech-restructuring-signals-enhanced-competition-united-states
https://asiasociety.org/policy-institute/beijings-tech-restructuring-signals-enhanced-competition-united-states
https://www.tokyofoundation.org/research/detail.php?id=941
https://doi.org/10.1057/s41599-021-00895-7
https://www.scmp.com/economy/china-economy/article/3345822/innovation-plus-livelihoods-twin-tracks-chinas-5-year-plan
https://www.scmp.com/economy/china-economy/article/3345822/innovation-plus-livelihoods-twin-tracks-chinas-5-year-plan
https://www.scmp.com/economy/china-economy/article/3345822/innovation-plus-livelihoods-twin-tracks-chinas-5-year-plan
https://www.ft.com/content/175a36b0-c928-4285-bbc1-41b6026e4f92
https://www.ft.com/content/175a36b0-c928-4285-bbc1-41b6026e4f92


167

[15] Breslin, S. (2025), What’s rational for the national and what’s focal for the local? Towards 
a “unified national economy”?, European Hub for Contemporary China Policy, Paper Series 
2025/18, London: Royal Institute of International Affairs: https://doi.org/10.31175/eh4s.8d67; 
Yu, J. and Ridout, L. (2021), Who decides China’s foreign policy? The role of central government, 
provincial-level authorities and state-owned enterprises, Briefing Paper, London: Royal In-
stitute of International Affairs, https://www.chathamhouse.org/2021/11/who-decides-chi-
nas-foreign-policy. 
[16] Chan, K. et al. (2025), Full stack: China’s evolving industrial policy for AI, Santa Monica: 
Rand Expert Insight, https://www.rand.org/pubs/perspectives/PEA4012-1.html.
[17] Wang, Y. (2026), ‘White paper details Shanghai’s rise as AI manufacturing hub’, 
China Daily, 9 January 2026, https://www.chinadaily.com.cn/a/202601/08/WS695fc-
07ca310d6866eb32bdc.html.
[18] Ibid.
[19] Cao, A. and Chen, W. (2025), ‘Shanghai conference sets stage for US-China face-off in 
heated race for AI supremacy’, 25 July 2025, South China Morning Post, https://www.scmp.
com/tech/big-tech/article/3319607/shanghai-conference-sets-stage-us-china-face-heat-
ed-race-ai-supremacy; Donovan, DR. (2025), ‘Fudan University launches global AI gover-
nance centre with Li and Chen leading development’, Quantum Zeitgeist, 4 August 2025, 
https://quantumzeitgeist.com/fudan-university-launches-global-ai-governance-cen-
tre-with-li-and-chen-leading-development/.
[20] Cao, A. (2026), ‘Germany’s Merz meets China’s tech vanguard, including Alibaba and 
Unitree CEOs’, South China Morning Post, 27 February 2026, https://www.scmp.com/tech/ar-
ticle/3344835/germanys-merz-meets-chinas-tech-vanguard-including-alibaba-and-uni-
tree-ceos. 
[21] Xinhua News (2026), ‘China’s first national standard system for humanoid robotics poised 
to spur industry development’, 3 March 2026, https://english.news.cn/20260303/0e51ac8f-
66c542c5bacf2af3f80b3a40/c.html. 
[22] The Economist (2025), ‘DeepSeek poses a challenge to Beijing as much as to Silicon Val-
ley’, 29 January 2025, https://www.economist.com/business/2025/01/29/deepseek-poses-
a-challenge-to-beijing-as-much-as-to-silicon-valley. 
[23] Scanlon, R. (2025), ‘Beyond DeepSeek: how China’s AI ecosystem fuels breakthroughs’, 
14 February 2025, Lawfare, https://www.lawfaremedia.org/article/beyond-deepseek--how-
china-s-ai-ecosystem-fuels-breakthroughs. 
[24] Scanlon, R. (2025), ‘Beyond DeepSeek: how China’s AI ecosystem fuels breakthroughs’, 
14 February 2025, Lawfare, https://www.lawfaremedia.org/article/beyond-deepseek--how-
china-s-ai-ecosystem-fuels-breakthroughs. 

https://doi.org/10.31175/eh4s.8d67
https://www.chathamhouse.org/2021/11/who-decides-chinas-foreign-policy
https://www.chathamhouse.org/2021/11/who-decides-chinas-foreign-policy
https://www.rand.org/pubs/perspectives/PEA4012-1.html
https://www.chinadaily.com.cn/a/202601/08/WS695fc07ca310d6866eb32bdc.html
https://www.chinadaily.com.cn/a/202601/08/WS695fc07ca310d6866eb32bdc.html
https://www.scmp.com/tech/big-tech/article/3319607/shanghai-conference-sets-stage-us-china-face-heated-race-ai-supremacy
https://www.scmp.com/tech/big-tech/article/3319607/shanghai-conference-sets-stage-us-china-face-heated-race-ai-supremacy
https://www.scmp.com/tech/big-tech/article/3319607/shanghai-conference-sets-stage-us-china-face-heated-race-ai-supremacy
https://quantumzeitgeist.com/fudan-university-launches-global-ai-governance-centre-with-li-and-chen-leading-development/
https://quantumzeitgeist.com/fudan-university-launches-global-ai-governance-centre-with-li-and-chen-leading-development/
https://www.scmp.com/tech/article/3344835/germanys-merz-meets-chinas-tech-vanguard-including-alibaba-and-unitree-ceos
https://www.scmp.com/tech/article/3344835/germanys-merz-meets-chinas-tech-vanguard-including-alibaba-and-unitree-ceos
https://www.scmp.com/tech/article/3344835/germanys-merz-meets-chinas-tech-vanguard-including-alibaba-and-unitree-ceos
https://english.news.cn/20260303/0e51ac8f66c542c5bacf2af3f80b3a40/c.html
https://english.news.cn/20260303/0e51ac8f66c542c5bacf2af3f80b3a40/c.html
https://www.economist.com/business/2025/01/29/deepseek-poses-a-challenge-to-beijing-as-much-as-to-silicon-valley
https://www.economist.com/business/2025/01/29/deepseek-poses-a-challenge-to-beijing-as-much-as-to-silicon-valley
https://www.lawfaremedia.org/article/beyond-deepseek--how-china-s-ai-ecosystem-fuels-breakthroughs
https://www.lawfaremedia.org/article/beyond-deepseek--how-china-s-ai-ecosystem-fuels-breakthroughs
https://www.lawfaremedia.org/article/beyond-deepseek--how-china-s-ai-ecosystem-fuels-breakthroughs
https://www.lawfaremedia.org/article/beyond-deepseek--how-china-s-ai-ecosystem-fuels-breakthroughs


168

KEY TAKEAWAYS

EuroHub4Sino Policy Paper 2026/10

 Coal sector

Decarbonization

Energy Transition

Coal-mining Cities

Transformation

Greenwashing

Keywords

https://doi.org/10.31175/eh4s.7ocb

Despite rapid renewable expansion, China continues to build and commission 
new coal-fired power plants and increases raw coal production. This persis-
tence reflects the coal sector’s deep economic and political role in China’s de-
velopment model.

China still lacks a coherent, targeted coal phase-out strategy. Decarbonization 
remains fragmented, with coal-dependent, resource-depleted cities offering 
early insights into the challenges ahead. Their common responses include di-
versifying into heavy industry and expanding tourism.

Coal-dependent cities face major structural constraints: slowing growth, pop-
ulation decline, and limited investment capacity. In many underdeveloped re-
gions, these pressures make economic transition difficult and reinforce contin-
ued reliance on coal.

Key coal-based industries remain central to China’s economy, including 
coal-to-chemicals, and coal-based hydrogen among others. Framed as green 
transition strategies, they often amount to rebranded continuity rather than 
true transformation.

EU policy and analysis should account for China’s underlying coal intensity, 
avoid equating renewable growth with full decarbonization, and strengthen co-
operation on localized coal phase-out strategies.

Too Big to Unwind? About the Current State of China’s 
Coal Sector

by Belinda 
Uebler
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Introduction

Optimistic headlines about China’s falling CO2 emissions and efforts to reduce coal-fired 
power generation often suggest a rapid and clear path toward decarbonization, but they 
can obscure the structural realities of the country’s energy system and its long-term tra-
jectory. Behind narratives highlighting record growth in renewable capacity, a different 
coal story remains to be told. Although China’s renewable buildout is substantial, it co-
exists with a large, hard-to-abate coal sector that remains deeply embedded in industrial 
production and the overall energy mix, underscoring the continued expansion and central 
role of coal in electricity generation.

In recent years, China’s rapid expansion of renewable energy capacity has had profound 
effects on its traditionally coal-dominated energy system. In 2024 and 2025 alone, China 
installed 360 and 430 gigawatts of wind and solar capacity, respectively.[1] In 2024, this re-
presented roughly 64 % of all new solar and wind installations worldwide.[2] Most notably, 
as of February 2025, for the first time, wind and solar energy together – reaching a total 
installed capacity of 1.45 billion kW – have overtaken coal power, becoming China’s largest 
electricity source in terms of installed capacity.[3] 

This, however, does not mean that renewable energy has already displaced thermal po-
wer[4] such as coal, despite increases in installed capacity. Chinese data, and increasingly 
global data, tend to report installed capacity, which indicates the potential maximum out-
put, rather than operational or actually producing capacity. In practice, especially in China, 
only a fraction of installed renewable capacity is actively generating electricity at any gi-
ven time due to storage limitations and grid dispatch constraints, among other factors. 
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Consequently, when examining China’s energy mix, which reflects the energy actually 
consumed by society, coal energy still accounts for the majority, representing 55.5 percent 
of the total between October 2024 and September 2025.[5] Moreover, as China’s total energy 
demand continues to rise, the absolute amount of coal-fired electricity generation incre-
ased for many years and only declined for the first time in 2025, by 1.6% year on year.[6]

Fig. 1: China’s electricity production by source 1985-2024[7]

Against the backdrop of global climate targets and China’s commitments to peak carbon 
emissions by 2030 and achieve carbon neutrality by 2060, deep decarbonization has be-
come an essential policy objective. Achieving these goals requires a comprehensive ener-
gy transition, as the energy sector constitutes a central source of CO2 emissions. A key 
component of this transition is the gradual phase-out of coal. In China, however, the coal 
sector is deeply embedded in the country’s economic structures, regional development, 
and energy system, making a rapid exit particularly challenging. Against this background, 
this paper examines the current state of China’s coal sector and analyzes the economic, 
structural, and political challenges associated with a necessary phase-out of coal in China.

Where China’s Coal Industry Stands Today

Despite China’s rapid expansion of renewable energy installations, the country has also 
continued building coal-fired power plants, reaching a 10-year high of 94.5 gigawatts in 
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2024, driven by rising energy demand and concerns over energy security.[8] In 2025, a re-
cord number of coal power plants were newly commissioned, alongside unprecedented le-
vels of project starts and reactivations.[9] Coal mining output has likewise increased to re-
cord levels in recent years, following a period of stagnation and slight decline throughout 
much of the 2010s.[10] This simultaneous growth in renewables and thermal energy shows 
that isolated figures can be misleading without considering the full context of the coun-
try’s energy transition.

Fig. 2: China’s Raw Coal Production in billion tons 2000-2025 (Own graph 
based on data from the National Bureau of Statistics)

Merely in terms of coal sector employment, the situation looks clearly different. Following 
a series of environmental regulations and policies aimed at reducing coal overcapacity in 
the 2010s, numerous closures and layoffs occurred within China’s coal sector. As a result, 
coal employment has fallen to historically low levels in recent years, declining by around 
50% between 2013 and 2022 in coal mining, washing, and dressing.[11] However, precise fi-
gures are difficult to determine, as actual employment numbers may be somewhat higher 
than officially recorded.

Despite declining coal employment, coal remains central to China’s energy system. The 
overwhelming majority of coal production is directed toward industry, where it is consu-
med either in its original form or as heat or electricity.[12] Consequently, China’s industry 
would be most affected by a structural phase-out of coal, while other end-use sectors such 
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as residential, commercial, agricultural, and transport account for only a marginal share 
and would be comparatively less affected.

Thus, despite growing narratives of a ‘greening’ China driven by the rapid expansion of 
renewable energy, a more accurate picture recognizes the continued existence and domi-
nance of a large, hard-to-abate coal sector. This sector continues to fuel China’s industry 
and remains a central component of the energy mix, even amid rising renewable capacity 
installations.

Tentative attempts at transformation

Despite China’s dual carbon goals – peaking CO2 emissions by 2030 and achieving carbon 
neutrality by 2060 – there is still no consistent, nationwide phase-out of coal. Instead, 
China has implemented a series of mostly isolated decarbonization policies and emis-
sion reduction targets that are partly intended to support the dual carbon goal, but vary in 
strictness across regions and political priorities. Decarbonization policies include such on 
the closure of coal mines and coal-fired power plants, particularly smaller facilities with 
poor environmental standards, as well as plant and mine shutdowns aimed at reducing air 
pollution among others.[13] They also encompassed the closure of coal-based production 
capacities in the steel or aluminium sectors, or banning coal as a heating source in rural 
areas of northern China.[14] 

The growing fiscal burden of coal-depleted cities

One of the most notable examples of a cross-sectoral and multidimensional policy aimed 
at transitioning away from coal in China so far is the transformation of coal resource-de-
pleted cities. In the 2000s, the Chinese government began addressing the growing num-
ber of resource-depleted cities across the country, which were struggling with structural 
economic problems. Between 2008 and 2012, the central government officially designated 
69 resource-depleted cities, including 37 coal resource-depleted cities, although the cur-
rent actual number is likely much higher.[15] These officially recognized resource-deple-
ted cities received and still receive support from the government, particularly in the form 
of transfer payments to support social security, education and healthcare, environmental 
protection, public infrastructure construction, and interest subsidies for special loans in 
these cities.[16] The transfer payments were conceived as time-limited from the outset, 
initially for three to four years from 2007 to 2010. Later, the possibility of extensions was 
announced, followed by plans for a phased withdrawal. In practice, however, new exten-
sion options continued to be introduced, and transfer payments to resource-depleted cities 
are still being made to this day.
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Fig. 3: Annual transfer payments by the central government in billion RMB 
(Own graph based on data from the Chinese Ministry of Finance)

Although transfer payments have increased in absolute terms in recent years, when com-
pared to the budgets of the affected cities, these payments provide limited support, and 
may thus not be sufficient as a long-term strategy for facilitating the transformation.[17] 
In this context, some cities have been reportedly unenthusiastic about applying for these 
transfer payments because the amounts are relatively small.[18]

Beyond financial support, these resource-depleted cities, and particularly their local go-
vernments, are expected to attract new investments or establish new industries to acce-
lerate the economic diversification of cities that, for decades, have been overwhelmingly 
dependent on coal and largely monoindustrial.

Between heavy industry diversification and tourism expansion

Investment attraction remains challenging in many regions of China, partly due to the 
country’s overall economic slowdown and partly because local conditions, such as geo-
graphic location, infrastructure, and other factors, often limit their appeal to investors. In 
practice, it is primarily politically prioritized “guideline industries” that are established 
in these areas, as they are promoted under national industrial policies regardless of local 
suitability. However, these industries are frequently expanded without thorough assess-
ments of actual demand, often resulting in overcapacity, as observed in sectors such as 
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solar and renewable energy manufacturing or electric vehicle production.[19] In provinces 
like Shanxi, typical investment initiatives in cities repeatedly focus on similar sectors, 
including tourism, renewable energy expansion, and battery production. This pattern re-
flects a top-down approach to investment planning, in which comparable strategies are 
applied across multiple cities rather uniformly. Drawing on existing infrastructure and 
resources from their coal era, many resource-depleted cities have also developed more di-
versified heavy industries, such as the chemical industry, new materials, aluminium pro-
duction, and metal smelting, among others.[20]

As a result, primarily due to the lack of alternative industries, there is often no clear or 
sustained shift away from coal. Development trajectories frequently revert to coal, parti-
cularly for economic reasons. This pattern is especially pronounced in cities located in 
traditionally coal-dependent, resource-based, and structurally weaker regions of China, 
making the transformation process in many coal cities particularly challenging.[21] Fur-
thermore, the political system, including corruption, frequent turnover of local cadres, and 
misaligned incentives, produces varying effects on the long-term transformation process 
depending on the locality and specific circumstances. In some cities, local officials act as 
proponents of coal phase-out, while in others they function as opponents, reflecting their 
highly variable and context-dependent role in the transformation process.[22] Cadres often 
do not continue the strategies of their predecessors, which prevents long-term transfor-
mation plans from being fully implemented.[23]

The struggles of China’s indirectly coal-dependent cities

Yet, transformation efforts have not been limited to coal resource-depleted cities. Cases 
of coal restrictions in non-coal mining cities have revealed similar challenges, indicating 
that many non-coal cities, particularly heavily industrialized ones reliant on coal energy, 
are also likely to face a difficult transition. This is partly due to the fact that certain indu-
strial sectors in China, such as cement, chemicals, aluminum, textiles, and others, have 
become structurally oriented toward coal – not necessarily because coal is essential to 
their production, but because state policies and cost advantages over decades have made 
these industries unnecessarily coal-dependent.[24]

In terms of coal consumption, for example, Shandong Province, located on China’s east 
coast and possessing very limited coal-mining resources, has for years recorded the se-
cond-highest level of coal consumption nationwide, after Inner Mongolia. After all, Shan-
dong has long had high electricity demand from its dense population and economy, and 
especially from its large industrial base in energy-intensive sectors such as steel, cement, 
chemicals, and petrochemicals, supported by extensive coal-fired power generation and 
energy security policies that favor coal.

Consequently, even smaller cities without coal resources can experience transformation 
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shocks comparable to those of post-mining cities when confronted with non-coal policies 
that mandate the closure of coal-based industrial production capacities. In Zouping, a – at 
least by Chinese standards – small non-mining city of 700,000 inhabitants in the Eastern 
province of Shandong, these policies caused its GDP to halve from one year to the next, 
despite the city not being a coal city in the conventional sense.[25]

Challenges in transitioning away from coal

China’s slow energy transition is largely rooted in decades of deep structural dependence 
on coal. Over time, coal became not just the dominant fuel but the organizing principle of 
China’s economy, energy system, and governance structures. This has made a shift to al-
ternatives politically, technically, economically, and socio-economically difficult. As Chi-
nese energy experts note, coal abundance was long treated as a self-evident justification 
for a coal-heavy energy mix despite international examples showing that resource abun-
dance does not preclude diversification.[26]

This prolonged coal focus has shaped infrastructure, planning, management, and ope-
rational mechanisms, creating strong path dependence that hinders structural change 
and renewable deployment. It has also produced a form of “coal preference,” reinforced 
by symbolic and emotional reasoning and the persistent belief that coal is the cheapest 
option even where cost data suggest otherwise.[27] These biases are embedded in market 
and policy structures where coal is often favored in operations and investment, e.g. large 
coal units dominate baseload supply, and inefficient long-distance coal transport persists 
while gas and other energy alternatives are undervalued. Weak policy enforcement and 
entrenched interest groups further contribute to coal overcapacity, while electricity prices 
based on coal make it harder for alternatives to compete.[28]

Another factor underlying China’s continued reliance on coal is its broader push for greater 
self-reliance. In line with central government guidance to develop strategic sectors and 
reduce dependence on Western powers, some coal-based industries continue to receive 
state support rather than being meaningfully constrained by decarbonization policies.[29] 
Prominent examples include coal coking and coal-to-chemicals. Currently, it works in Chi-
na’s favor: the steady expansion of the coal chemical sector has enabled the substitution 
of coal for oil, a strategy now paying off amid surging oil and gas prices driven by supply 
shortages. In this context, coal has effectively been assigned a geopolitical role by the state 
– one it is unlikely to relinquish anytime soon. It thus serves not only as an energy source 
but also as a tool for enhancing national self-sufficiency and reducing import dependence.
[30]

Beyond the extreme dependence on coal, which already makes the energy transition par-
ticularly difficult, issues of injustice and greenwashing pose additional serious challenges. 
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At the international level, in particular at the UN’s recent COP30, China has positioned it-
self as a proponent of the “just transition” concept, emphasizing that the transition should 
not disadvantage specific regions or actors particularly affected.[31] Domestically, China 
has not articulated a clear position on just transition, and the term itself is largely ab-
sent from public discourse. Nevertheless, the challenges of a just transition are very much 
present. In the event of a coal phase-out, China faces an exceptionally large number of 
coal-dependent cities and regions that would require support within the framework of an 
energy transition. Compared to other countries, this significantly increases the social and 
economic burden of transition.

The social burden of the coal transition

From a social and socio-economic justice perspective, coal sector workers are among those 
most affected by a coal phase-out – especially in structurally and economically underde-
veloped coal provinces, where alternative employment opportunities are extremely limi-
ted. Mobility is further constrained by China’s household registration system, the hukou, 
which, although relaxed in recent years, still poses a barrier to migration across regions.
[32]

In theory, many coal cities have announced support measures for laid-off coal workers, 
including retraining programs to facilitate reemployment, subsidies for enterprises that 
avoid or limit layoffs, support policies for unemployed workers seeking to start their own 
businesses, and the creation of public-interest jobs for those struggling to find new em-
ployment. In practice, however, implementation is highly uneven. Only a small number of 
enterprises, mostly state-owned ones, offer meaningful retraining or job placement sup-
port. Employees in privately owned mining companies are often laid off without severance 
pay, as they usually do not have formal long-term contracts.[33]

Regional inequality of opportunity

At the city level, injustice also manifests in uneven and often stringent support conditions 
from central and provincial governments. While coal resource-depleted cities may receive 
targeted assistance, such as transfer payments, they simultaneously face growing dome-
stic competitive pressures, as cities with poor economic performance risk being neglec-
ted. This is illustrated by the case of Shizuishan, a coal resource-depleted city that was 
removed from the national-level economic development zone list in 2021 after ranking 
near the bottom for two consecutive years, thereby reducing its prospects for economic 
development.[34] In Shanxi, several cities have raised concerns about unequal support, 
attributing this to weak coordination at the provincial level, where resources and invest-
ment are often concentrated in the capital, Taiyuan.[35] 

At the regional level, the coal transition is likewise marked by persistent injustices. Ge-
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nerally, support and resources tend to be concentrated in the politically and economical-
ly important east coast region of China, while significantly less assistance is directed to 
peripheral areas.[36] Historically, several provinces have long been exploited as resource 
hinterlands, with coal serving as the backbone of China’s rapid industrialization, while 
much of the generated value was not reinvested locally.[37] This dynamic is particularly 
evident in the resource-rich but economically and structurally underdeveloped northern 
provinces of Inner Mongolia, Shaanxi, and Shanxi, commonly referred to as the “coal trian-
gle” and marked in dark blue in the map below.

Fig. 4: Coal output by province in 2024 (Own graph based on statistical data 
from the National Bureau of Statistics)
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In Shanxi, among other coal producing provinces, decades of coal extraction were not 
leveraged to develop sufficient downstream industries, resulting in limited long-term 
economic benefits and unevenly distributed, short-term gains. Wealth accumulation 
was largely concentrated among a small elite of coal enterprise owners in both state-
owned and private sectors, while many miners faced poor working conditions, low wages, 
and few alternatives as resources became depleted. Structural weaknesses, inadequate 
infrastructure, and the long-standing strategic neglect of western or northeastern China 
have further constrained these regions’ ability to attract investment, a reality often 
summarized by the saying that “investment does not go beyond Shanhaiguan”, meaning it 
won’t reach more peripheral regions of China.[38]

Green framings of coal

Beyond questions of justice, the greenwashing of the coal sector presents another major 
challenge to the transition. Rather than being phased out, many coal-related activities are 
increasingly reframed. By emphasizing technological upgrades or “green” modifications, 
attention is diverted from their continued dependence on coal. In Shanxi among other re-
gions, the upgrading of the mining sector, often under the term “green mining” (绿色开采) 
is actively marketed as part of the transformation of coal cities, creating the impression 
of progress while the underlying dependence on coal remains unchanged.[39] Similar dy-
namics can be observed in the promotion of allegedly “green” innovations, such as hydro-
gen projects. In practice, much of this hydrogen is produced using coal-based processes, 
resulting in blue or grey hydrogen[40] rather than genuinely green alternatives. In Shanxi 
in particular, local and provincial governments have been actively supporting newly emer-
ging industries and companies that produce “new energy,” for example, using by-products 
of coal and other fossil fuels. These initiatives are often labeled as green energy, even tho-
ugh they are still closely linked to the coal industry and do not fully meet the conventional 
definition of truly green energy.[41]

As a result, coal use continues in industrial form, but under rebranded and sanitized labels 
that obscure its environmental impact and undermine the actual status and development 
of transformation away from coal.

Conclusion 

Despite China’s massive expansion of renewable energy capacity, coal remains deeply en-
trenched due to decades of structural dependence, the dominance of powerful state-ow-
ned enterprises, and strong vested interests at the local level. Efforts to phase out coal 
– particularly in resource-depleted cities – face significant obstacles, including weak al-
ternative industries, limited private investment, and fiscal pressures that often drive lo-
cal governments back toward coal-based development. Policy implementation is further 
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undermined by fragmented governance, blurred administrative responsibilities, and in-
centive structures that reward officials for short-term economic performance over long-
-term decarbonization. As a result, coal continues to dominate many regions, increasingly 
concealed behind ostensibly “green” initiatives such as coal upgrading, coal-to-hydrogen 
projects, or efficiency improvements that do not fundamentally reduce coal dependence. 
This growing “greening” and rebranding of coal risks obscuring the true scale of China’s 
reliance on fossil fuels and underscores the need for systemic energy and governance re-
forms to overcome this self-reinforcing dependency. 

For the European Union, this has important implications. 

The EU should treat increasingly frequent optimistic headlines claiming that China has re-
duced CO2 emissions or curtailed coal-fired power generation with caution, as such reports 
reveal little about China’s long-term decarbonization trajectory and risk misrepresenting 
its current energy profile. Similarly, narratives emphasizing China’s rapid expansion of 
renewable capacity can create an overly green impression, often leaving the continued 
growth of the coal sector and persistent high coal power use in the shadows.

Furthermore, many industrial products in China are still produced using coal-intensi-
ve processes, even low-carbon technology imports cannot automatically be considered 
“green.” The EU should therefore exercise greater caution in its trade and climate policies, 
recognizing the hidden coal dependence embedded in Chinese production and avoiding 
the assumption that rising renewable capacity necessarily translates into low-carbon out-
put.

Finally, the EU should leverage the potential for EU–China cooperation and mutual lear-
ning on coal phase-out at the city or regional level. Partnerships between cities or provin-
ces could be leveraged or newly established to facilitate joint projects, knowledge exchan-
ge, and practical collaboration on transitioning away from coal. Such localized initiatives 
could complement broader policy efforts and provide tangible models for low-carbon de-
velopment, helping both sides translate ambitious climate goals into actionable outcomes.
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Although China and Russia have not yet formed a military alliance, they ought 
to be considered as de-facto allies. In fact, their leaders have themselves been 
claiming that Sino-Russian strategic cooperation exceeds the level of a formal 
military alliance. 

There is an ongoing process of synthesis of a common geopolitical worldview 
shared by both countries. In their joint statements, the Russia-originated con-
cept of the “indivisibility of Eurasian security” has been incorporated into the 
Chinese framework of the “community of common destiny for all mankind”.

After 2022, and in a stark contrast to its earlier modus operandi, Russia has 
officially invited China to collaborate on the security issues in Central Asia, 
Caucasus, and Eurasia.

Partly as a consequence of Western sanctions, Russia has greatly intensified its 
technological collaboration with China, including areas such as AI technology 
and semiconductors production where Russia is playing catch-up. These tech-
nologies might be employed by Russia both on the battlefield in Ukraine and in 
its hybrid warfare inside the EU.

Russia’s overreliance on Chinese technology and semiconductors supplies has 
deepened its dependence on China. In future, this dependence is likely to in-
crease even further.

The EU needs to monitor the evolution of Sino-Russian cooperation in the for-
mation of international norms, rules, and institutions in order to stay relevant 
as a normative power, and steer the transformation of the international order 
in its favour.

Russia-China Cooperation amidst the war in Ukraine:From 
Joint Management of Security in Eurasia to AI Collaboration

by Gaziza 
Shakhanova 
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Introduction

February 2026 marked the fifth year since the beginning of the Russian-Ukrainian war, an 
event that led to the isolation of Russia from the Western world and intensified its pivot 
towards China. Since then, Sino-Russian cooperation has continued to expand and, at le-
ast on paper, has already reached very ambitious and comprehensive scope, ranging from 
joint efforts in space exploration, such as the agreement to build the International Lunar 
Research Station and perhaps even a lunar nuclear power plant by 2035, to collaboration in 
military and AI technologies on earth.[1] Although some aspects of Sino-Russian coopera-
tion might seem immaterial or preposterous, for instance their joint investigation into the 
detrimental effects of Western colonial and neocolonial practices, there are other aspects 
that deserve immediate attention.[2] Perhaps the most pertinent among them is military 
cooperation, especially if one considers that some EU countries including Germany have 
not ruled out the possibility that open war with Russia could break out as early as 2028.[3]

Officially, Beijing denies that it has been providing military aid to Russia. Despite this, 
as Bloomberg reports, China-made drone technologies have been frequently found on the 
battlefield in Ukraine, and as the U.S. Department of State reported, as of the beginning 
of 2026 China has been providing Russia with about 80% of dual-use parts that Russia 
uses for military application.[4] And perhaps even more important is the fact that both 
countries expressed their interest to further deepen their military cooperation in future. 
Since 2022 Russia and China have concluded several agreements aimed at enhancing co-
operation between the People’s Liberation Army (PLA) of China and either the Russian Ar-
med Forces or the Russia-led security forces of the Collective Security Treaty Organisation 
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(CSTO). These agreements state that the cooperation between the two countries’ military 
forces will contribute to building trust between China and Russia and help them to defend 
not only their national interests, but also to counteract any external attempts to destabilise 
Eurasia, and thus to preserve regional or even global security.

Examining Russia’s policies and the evolution of Sino-Russian cooperation is important in 
order to assess what Russia’s military capabilities might be in the near future, and to better 
estimate the future of security in post-Soviet Eurasia in general. Another important aspect 
of this topic is the possibility of Russia falling into technological dependence on China. In 
this policy paper we consider some of these questions, relying on the analysis of bilateral 
agreements signed by Russia and China between 2022 and 2025, relevant Russian legisla-
tive acts, and the existing academic research and media outputs.  

Russia-China shared management of post-Soviet security

In general, China has been quite supportive of Russia’s arguments for its invasion of Ukra-
ine. It endorsed one of the key Russia’s war narratives already in March 2022 stating that 
Russia had to defend its security interests on its western border in the face of NATO’s plans 
to expand.[5] In fact, in the Chinese official discourse Russia has never been blamed for the 
violation of Ukraine’s territorial integrity, and the blame for the war has instead been shi-
fted to the U.S. and NATO.[6] China also endorsed Russia’s concept of the “Indivisibility of 
Eurasian security” in the joint statement adopted on 4th of February 2022, twenty days be-
fore the invasion.[7] The “indivisibility of Eurasian security” is essentially a claim that the 
security of each of the Eurasian countries is dependent on the overall security of Eurasia, 
and that as a consequence none of the countries or military blocs should expand or obtain 
advantage at the expense of the security interests of others. China continued adhering to 
this position in the joint statements of 2023, 2024, and 2025.

In these joint statements China and Russia started to combine the Russian concept of 
the “indivisibility of Eurasian security” with the Chinese concept of the “community of 
common destiny for all mankind” when they stated that “the destinies of people in the 
world are interconnected, and therefore none of the countries can secure its security at 
the expense and to the detriment of others”.[8] Even though the overall argument is rather 
vague, this rhetorical shift is quite interesting in itself as it suggests a gradual sinicisation 
of Russian foreign policy rhetoric.

Following these commitments China became very visible at discussions of security issues 
in post-Soviet Eurasia. The special representative of the Chinese government on Eurasian 
Affairs Sun Linjiang has become a regular guest in the Kremlin, and Chinese officials often 
visit security-related conferences in the post-Soviet space.[9] China and Russia do also 
hold regular consultations on the problems of the Commonwealth of Independent States 
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(CIS). During one of their recent meetings in December 2025 China’s and Russia’s delega-
tions discussed topics such as the war in Ukraine, their mutual interests in Central Asia 
and Caucasus, and China’s prospects in the Eurasian Economic Union.[10] 

One of the more striking aspects of these developments is that Russia has acknowledged 
China’s role in co-managing the security situation in Central Asia, which was previously 
considered as an exclusive domain of Russia. In particular, in the joint statement of 2023, 
Russia and China agreed to coordinate their activities to preserve Central Asia’s sovere-
ignty and territorial integrity, and prevent any attempts of foreign interference and colour 
revolutions. Russia and China also tend to present themselves as particularly well-dispo-
sed to manage the security of that region.[11] For instance, the Russian foreign affairs mi-
nister Lavrov stated that unlike Russia or China, the U.S. and NATO approach Central Asia 
as an isolated region and show little interest in solving the security problems of Eurasia 
as a whole.[12]

An important feature of Sino-Russian cooperation is that they both support the view that 
the U.S. is a hegemonic actor at the centre of the international security system. Here, ho-
wever, their visions of the future of the international security system are not exactly identi-
cal. While China seeks to share power on a multilateral basis Russia merely expects world 
power to be redistributed among several actors, each with their own exclusive sphere of 
influence.[13] This is where China distances itself from Russia, claiming to be a benign 
and fair power capable of managing a peaceful global order.[14] Credibility of those cla-
ims, however, might have been somewhat hurt by the fact that China failed to defend the 
territorial integrity of Ukraine, despite having a unique leverage over Russia. In fact, there 
seem to have been remarkably few voices raised in defence of Ukraine’s sovereignty in the 
Chinese official discourse.[15] Furthermore, reflecting the widespread U.S. view of Russia 
and China being America’s main adversaries, Russian and Chinese officials often describe 
their countries as being targeted by a consolidated pressure from the West. In this regard, 
however, Russian officials often claim that their country does not represent a major threat 
to the West, and describe Russia as being only a Eurasian power, and China as a rapidly 
developing center of global power successfully competing with the U.S.[16]

Evolution of China’s perceptions in Russia: from arrogance to sin-

gularisation

Russia has not always pivoted towards China. In fact, from the 1990s until the early 2010s 
Russian elites largely followed the stereotype of Russia being China’s older brother. This 
had its origins in the Soviet past when Russia patronised China in the conduct of its po-
litical, military and economic reforms. Russian elites generally “looked down” on China, 
which they considered as “a giant country with far too many poor people”.[17] They began 
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to reassess China’s role only after the 2008 crisis when, in 2009, Russia’s state-owned com-
panies Rosneft and Transneft signed a 20 years contract with the Chinese CNPC on oil 
supplies, financed with a giant loan of $25 billion from China. Even after that, however, did 
the overall attitude towards China remain arrogant. An expert of Russian foreign policy 
Alexander Gabuev highlighted that when the Russian government was developing a clas-
sified strategy on Russia’s cooperation with the Asia-Pacific region back in 2011, China was 
still portrayed as technologically backward compared to Russia. It was really only after the 
annexation of Crimea in 2014 that, when Russia started to fully pivot towards China with 
the signing of a $400 billion deal on the construction of the “Sila Sibiri” pipeline which was 
planned to deliver gas from the Russian Far East to China.[18] 

At the same time, Russia and China have not yet formed a military alliance. For many years 
Russia had been cautious about expanding its military cooperation with China, and it was 
only in 2015 that Russia agreed to sell its S-400 surface-to-air missile systems and SU-35 
fighter jets to China.[19] However, it seems that the absence of a formal military alliance 
does not limit Russia’s and China’s actual intentions to cooperate in the military matters. 
In particular, in the joint statements of 2022, 2023 and 2024, Russia and China noted that 
even though their countries did not form “a military alliance of Cold War mentality type”, 
their relations were exceeding that form of interstate interaction.[20]

It is worth clarifying here that the statements do not imply that Russia and China are 
planning to enter a formal military alliance. However, as will be discussed in the next 
paragraph, Russia and China revealed their plans to cooperate on maintaining regional 
security. In addition to the People’s Liberation Army (PLA) of China and the Russian Armed 
Forces, also the Russia-led security forces of the Collective Security Treaty Organisation 
(CSTO) are supposed to be involved in this endeavor. 

Since 2022, China and Russia have adopted a number of agreements concerning their mi-
litary cooperation. The agreements include plans for Sino-Russian joint military exerci-
ses between the two countries’ air forces and navies, and also the rationale for the closer 
cooperation between the PLA and Russia’s armed forces (Joint statements 2024, 2025).[21] 
Interestingly, according to that rationale, trustworthy relations between the two countries’ 
armies would help them not only to defend their national interests and the sovereignty of 
their respective countries, but also regional and global security. Furthermore, the earlier 
2023 and 2024 statements stipulated that in addition to developing cooperation between 
their respective armed forces, Russia and China plan to also involve the Russia-led Collec-
tive Security Treaty Organisation’s forces.[22]

The CSTO is a military organisation consisting of the forces of six post-Soviet countries 
of Russia, Belarus, Armenia, Kazakhstan, Kyrgyzstan, and Tajikistan. (Although Armenia 
froze its membership in 2024 and undertook steps to withdraw from the alliance.) As their 
joint statement of 2025 argued, Russia and China aim to support peace and security in the 
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whole Eurasia, and undertake unified efforts to counteract foreign attempts to destabilise 
the region.[23] Even though not much is known on that topic, the involvement of a multila-
teral military organisation such as the CSTO in the Sino-Russian military cooperation sho-
uld be considered as an important geopolitical shift, and as Russia’s official invitation to 
China to collectively manage the security framework in Eurasia. All in all, Russia’s efforts 
to increase all sorts of cooperation with China suggest that Russia has already accepted 
China’s unique and exceptional role in its future.

Unpacking some of the Sino-Russian agreements in AI

In 2026, Russia and China will celebrate the 25th anniversary of a cornerstone agreement 
that laid the foundations of their cooperation, the 2001 Treaty on Good Neighbourliness, 
Friendship and Cooperation. Putin plans to visit China for that purpose in May or June 
2026. Some pundits believe that during that visit Putin plans to focus not only on the tra-
ditional agenda such as discussions on the “Power of Siberia-2”, but also on the Sino-Rus-
sian collaboration in AI.[24] Putin has been paying major attention to the development of 
AI and considers Russia’s competitiveness in that field a top priority: as he argued, “anyone 
who secures a monopoly in AI will rule the world.”[25]

As a matter of fact, however, Russia lags behind the current leaders in the development 
of AI, the U.S. and China. According to the Artificial Intelligence Index Report 2025 run by 
Stanford University, in 2024, the U.S. companies produced 40 “notable” AI models, China 
15 and Europe 3. (And China continues to lead in the number of AI-related publications 
and patents.)[26] While the U.S. is home to the majority of the leading companies in this 
field, including Anthropic, Google, and OpenAI, China took the world by surprise when it 
revealed its very efficient model by DeepSeek (and has since produced several serious 
competitors to the American models). Compared to that, Russia has so far achieved only 
modest results. Its generative AI models include the GigaChat developed by Sberbank, the 
YandexGPT developed by Yandex, and some other models developed by Rostec or Rosatom, 
but their general capabilities are lagging behind top-tier Western models. 

This lagging behind its competition has been recently acknowledged by Russia in its 2030 
National Strategy on AI Development, stating that the deficit of chips and semi-conduc-
tors, and a general lack of specialists as the main reasons behind it.[27] Indeed, Russia’s 
reliance on Chinese semiconductor imports is well known, and according to the Associa-
ted Press, “Russia’s semiconductor imports from China jumped from $200 million in 2021 
to over $500 million in 2022”, while “in 2023 about 90% of Russia’s microelectronics came 
from China, which Russia has used to make missiles, tanks and aircraft.”[28]

At the same time, according to the Artificial Intelligence Index Report 2025 in 2024 Russia 
surpassed other countries in terms of the number of AI-related laws that it adopted (in 
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2024 Russia adopted 7 laws). On that account, Russian experts expressed their worries that 
the AI development in their country remains too centralised with the state “coordinating 
private business through various mechanisms and stimulating its development”.[29] Rus-
sia adopted its first law on AI in 2019, in which it set up an ambitious goal for itself to enter 
the list of world leading countries in AI development by 2030. The law stipulated that by 
2030 Russia should be able to produce its own microchips and competitive AI software, to 
secure its technological sovereignty. To support these ambitions, Russia declared its plan 
to build 38 small nuclear power plants in Ural, Siberia and the Far East to provide energy 
for AI data centers.[30] In addition, Putin ordered the government to elaborate a national 
plan for AI regulation, and establish state structures to coordinate the development of AI. 

Although Russia itself has not yet managed to establish itself as a leader in the field of 
artificial intelligence, it has been engaged in ongoing collaboration in AI with China. This 
collaboration started about a decade ago and intensified after 2019 when Russia launched 
its National Strategy for the Development of AI. The cooperation then grew even further 
after 2022 when Russia started to face the Western sanctions. Among the first bilateral 
agreements that mentioned Russia’s and China’s intentions to cooperate in AI were their 
joint statements of 2022 and 2023.[31] The 2024 and 2025 joint statements granted still 
more attention to the issues related to AI.[32] In the 2025 joint statement, Russia and Chi-
na stressed the importance of the UN’s role in AI regulation, and expressed their position 
that AI should not become a geopolitical instrument in the hands of unspecified countries 
pursuing hegemonic goals. Furthermore, in November 2025, Russia and China decided to 
create a joint expert council dedicated to AI issues.[33] 

Russian-Chinese collaboration in AI has given rise to a number of projects in the fields of 
medicine, agriculture, road infrastructure, and telecommunications.[34] According to the 
think tank SCSP, Chinese company Huawei has been gradually expanding its presence in 
Russia and cooperating with Russian telecom providers such as MTS to develop 5G and AI 
infrastructure.[35] The Russia–China Investment Fund has also been financing AI and se-
miconductor technology startups in China, such as the Shanghai-based fabless semicon-
ductor company Biren Technology.[36] According to Anna Sytnik, an associate professor 
at the St. Petersburg State University, Russia has been actively adapting Chinese AI mo-
dels such as DeepSeek, which provide an computationally efficient alternative for Russia 
which lacks access to Western chips.[37]

Furthermore, in March 2026 Russia started discussions about the draft law according to 
which West-made AI models such as ChatGPT, Claude, or Gemini should be limited in Rus-
sia, because those Western technologies could operate “discriminative algorithms and hid-
den manipulations”.[38] On the contrary, Chinese AI models such as Qwen and Deepseek 
were considered safe. The draft law therefore contains plans to localise those models for 
the needs of the Russian population. If passed, the law will take effect in 2027. Considering 
all these developments, one can ask how likely it is that Russia will fall into technological 
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dependence on China. Furthermore, there is a possibility that Russia will develop further 
vulnerabilities towards China in cybersecurity, despite the fact that the country’s regula-
tion has so far been quite effective in that regard.[39] In fact, a large-scale China-originated 
cyberattack on Russia took place already in August 2024, when Chinese hackers coordina-
ted attacks on dozens of Russia’s state-owned networks.[40]

Perhaps even more importantly, Russia and China collaborate on the sensitive issue of 
the military use of AI. They conducted two high-level meetings on the military use of AI 
in 2024 and 2025.[41] During the meeting in 2024, the Russian MFA reported that Russian 
and Chinese approaches to the military use of AI were close.[42] While it is not completely 
clear what precisely that means, because the protocols from the meetings are not publicly 
available, one possibility might have been suggested by the recent Chinese research into 
various options to sabotage SpaceX’s Starlink satellite network, which proved itself very 
helpful to Ukraine in its ongoing war with Russia.[43] On a more formal side of things, Chi-
na and Russia also demonstrated their will to collaborate on the formation of AI-related 
international laws and norms, as for instance by calling for more responsibility in the use 
of AI-controlled autonomous weapons. 

Discussion and recommendations:

As we have seen, China and Russia have already established a comprehensive collabora-
tion in many areas spanning from coordinated diplomacy and norms creation, through 
intense economic ties, to cooperation in military and technology. First, this paper drew 
attention to the expanding military cooperation by discussing several agreements adop-
ted between 2022 and 2025 according to which the two countries agreed to increase the 
cooperation between their armed forces (as well as the CSTO forces). Another aspect of the 
cooperation between Russia and China discussed in this policy paper was the cooperation 
in technology, in particular in the development of AI and semiconductor supplies. While 
Russia is clearly lagging behind the U.S. and China in this area, it has already acknowled-
ged that reality and seems determined to catch up. Although this paper has not attempted 
to estimate Russia’s likelihood of success, it pointed to the fact that China is providing 
Russia with significant assistance and that Russia, in its turn, is opening further to Chine-
se technologies and cutting itself off from their Western counterparts. This has important 
consequences both for Russia’s present and near-future capabilities and in the context of 
deepening Russia’s dependence on China.

There is also another side to this Sino-Russian cooperation, which the policy paper brie-
fly considered, and those are the accompanying ideational changes. Russia has already 
acknowledged the special role that China seems to play in its future, and has even invited 
China to collaborate on the issues of security in Central Asia and Caucasus, two regions 
that Russia used to treat as its exclusive sphere of influence. This is a major shift from the 
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arrogant and patronising attitude that many Russian elites held towards China as recently 
as a decade ago. Furthermore, the two countries also collaborate on the formation of inter-
national relations, or as they often stress, on the opposition to the U.S. hegemony. This can 
be seen not only in the coordination of their diplomatic activities but also in the gradual 
synthesis of a common worldview, as was illustrated here with the case of the merging of 
the Russian concept of indivisible Eurasian security with the Chinese community of com-
mon destiny for all mankind.

It is important for the EU to appreciate these shifts. Although it is understandable that in 
recent years the EU has focused more on its security, it must not lose sight of the rapidly 
changing international order. While the U.S.-dominated rule-based order, in which the EU 
was used to maneuver quite skillfully, is being scrapped by its former guarantor, China 
and Russia collaborate on the formation of new norms, concepts, and structures that could 
shape the new international order. One of the strengths of the EU has been its normative 
power, a power that the EU cannot afford to cede too easily. To prevent that from happe-
ning, the EU must seek to monitor and understand the development of Sino-Russian colla-
boration, so that it can react to those changes effectively.        
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Researchers, investors and policy practitioners from across Europe participat-
ed in a workshop convened by the author, which used a back casting method to 
discuss a scenario of Europe–China relations in 2036. 

In contrast to existing analyses of Europe–China relations that focus on 
‘de-risking’, the author and participants concurred that in this scenario, China’s 
influence on Europe would be wielded less through frequent economic coer-
cion and more through anticipatory compliance, with policymakers internal-
izing the expected costs of political confrontation before policy decisions are 
even made.

The participants also anticipated the emergence of an increasingly hierarchi-
cal international system, rather than the balanced multipolar order which Bei-
jing advocates in its diplomatic rhetoric. China and the United States would 
remain the principal superpowers, while Europe’s ability to operate as an au-
tonomous geopolitical pole is gradually diminished.

Europe’s ambivalent answers to China in 2036

by Yu Jie
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Introduction

China–Europe relations are entering a period of structural uncertainty, marked by econo-
mic rivalry and geopolitical realignment. While trade and investment ties remain deep, 
disputes over market access, technology, human rights, security alignment and global go-
vernance have intensified. At the same time, China’s growing economic power, military 
might and technological prowess have created a so-called ‘near-peer’ status with the US, 
shaping a re-calibration of its policy on Europe.

Changes in the balance of power between China and Europe make conventional linear fo-
recasting insufficient. As part of the ‘European hub for contemporary China’ project[1], the 
author convened a workshop that used backcasting to better examine relations between 
China and Europe. 

While European policymakers have focused on the prospect of a prolonged trade confron-
tation with Beijing, these conversations are often primarily about addressing Europe’s own 
anxieties over its economic competitiveness and geopolitical influence, rather than mana-
ging relations with China.

Many existing analyses of Europe–China relations emphasize Beijing’s use of economic 
leverage.[2] The discussed future scenario argues that, once dependence becomes suffi-
ciently entrenched, the more consequential phenomenon is that European political and 
business elites will begin adjusting their behaviour before coercion is necessary. The re-
sult of this will be that a sense of anticipatory conformity drives European policies on 
China.
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This policy brief outlines the Europe–China 2036 scenario discussed by researchers, inve-
stors and policy practitioners in early 2026. It then examines some of the most significant 
themes and reflects on the key arguments that emerged from these discussions. Unlike 
previous policy briefs in this series, this brief does not analyse the issue from either a 
Chinese or a European perspective. Instead, it focuses on the scenarios and debates them-
selves.

Scenario summary

By 2036, Europe’s economic growth, industrial competitiveness and green transition are 
structurally dependent on China, while China’s exposure to Europe is limited and repla-
ceable. Over 50–60% of Europe’s imports in critical sectors originate in China or rely on 
Chinese-controlled supply chains. The relationship is stable but asymmetrical, with Chi-
na enjoying agenda-setting power and Europe relegated to constraint-based diplomacy in 
place of strategic autonomy. This is not full ‘vassalage,’ but a condition of high dependency 
with limited exit options.

European countries have no viable short-to-medium-term substitutes for China in mul-
tiple critical sectors. Attempting to replace them with European industries would incur 
high switching costs for European firms and governments. Dependence on China is mo-
ving beyond the trade-based system of 2026 to systemic and political alignment.

On the security front, Europe is no longer defining China as a direct military threat, as it did 
in 2026. Its concerns with China are reframed as risk management over the Taiwan Strait 
and jointly dealing with global stability challenges, while the US remains more inward-lo-
oking. Russia’s invasion to Ukraine ended in 2027 with Ukraine surrendering parts of its 
territory and NATO’s rhetoric on China has softened in response to influence from major 
EU member states. Europe now tolerates China’s continued strategic alignment with Rus-
sia, with minimal pressure imposed on Beijing.

On the diplomatic front, EU institutions’ statements on China are becoming more proce-
durally cautious and less critical of Beijing’s policies on human rights, ethnic minority 
groups and values. Many dialogues are now taking place through the UN and other multi-
lateral forums, despite countries such as Czech Republic and Estonia continuing to hold 
highly critical views on China’s human rights record and political system.

European economic competitiveness

Throughout the workshop, all participants concurred that current debates in Europe on 
China are rooted in deep anxiety around Europe losing its economic competitiveness and 
political heft when dealing with Beijing.[3]

The scenario illustrates a transition from conventional economic interdependence to 
asymmetric dependence, in which European prosperity increasingly relies on Chinese 
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technology, capital, intermediate goods and critical supply chains, while China’s exposure 
to European markets has become comparatively limited and replaceable.

Many participants argued that the key mechanism driving this asymmetry will not be 
repeated economic coercion by China, but a gradual internalization of constraints by Eu-
ropean political and business elites. Anticipation of economic vulnerability supplants 
external pressure, engendering self-limiting policy behaviour.

European firms no longer choose China because it is cheapest. They choose China because 
every alternative requires rebuilding supply chains that no longer exist.[4] This is a much 
deeper form of dependency.

This asymmetry substantially weakens Europe’s strategic choices. The EU can import 
many goods from other countries while remaining competitive; problems begin when the 
costs of diversification become politically and economically prohibitive.

Rather than making commercial decisions based on price or efficiency alone, European 
governments and firms face impossibly high switching costs across multiple strategic 
sectors, including artificial intelligence, renewable technologies, pharmaceuticals and lo-
gistics. As a result, diversification is no longer merely expensive but politically and econo-
mically unfeasible in the medium term.

The scenario also implies a profound transformation of Europe’s industrial ecosystem. 
Chinese firms are no longer external competitors but have become embedded in the Eu-
ropean economy through manufacturing investment, infrastructure ownership and em-
ployment generation. 

The emergence of companies such as BYD and CATL as major employers replacing tra-
ditional European industrial champions fundamentally alters domestic political incenti-
ves. As a result, Europe’s China policy extends beyond the realm of foreign affairs and 
economic security to become a key component of domestic politics.

Most EU national governments become subsequently reluctant to adopt policies that co-
uld jeopardize employment, regional investment or economic growth. Consequently, in-
dustrial competitiveness and strategic autonomy are increasingly difficult to reconcile. 
Rather than rebuilding indigenous technological capabilities, European economies adapt 
to a model in which Chinese firms constitute an integral component of their industrial 
development.

Psychological discomfort

Another interesting feature reflected among participants is a sense of psychological di-
scomfort in imaging this 2036 scenario. The author deliberately designed an extreme but 
well-reasoned scenario, to prompt participants to think through hard choices. However, 
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some participants contended that Europe is already committed to the path described in 
the scenario.

In addition to a shift in material capabilities and economic heft, the scenario illustrates 
a gradual psychological transformation among European political elites.[5] China’s in-
fluence is exercised less through frequent economic coercion than through anticipatory 
compliance.  A sense of anticipatory compliance reshapes the behaviour of both member 
states and EU institutions, encouraging procedural caution and diplomatic restraint, as 
policymakers internalize the expected costs of political confrontation and make decisions 
based on avoiding retaliation.

Participants debated how this anticipatory compliance would work in real life and sug-
gested policymakers would endeavour to avoid this future for Europe. Some participants 
argued that such a scenario would severely limit Europe’s bargaining power with China 
and constrain Europe’s ability to act as both an economic heavyweight and an impactful 
geopolitical player.

Some participants predicted that sensitive issues such as human rights, ethnic minority 
policies and political values would become less significant than the existing economic 
and trade disputes with Beijing. European policymakers would increasingly define their 
priorities as preserving economic stability and minimizing disruption, rather than acti-
vely shaping China’s external behaviour.

Some suggested that normative issues will migrate from EU-China diplomacy to multila-
teral forums, such as UN agencies, where criticism becomes less direct and less politically 
costly. This represents a shift in strategic culture rather than simply a tactical adjustment, 
with considerably less explicit resistance to China over its approach to normative issues 
such as human rights. 

Such developments may also generate a gradual erosion of confidence in Europe’s strategic 
agency. Repeated experiences of unsuccessful diversification efforts, widening technolo-
gical gaps and diminishing leverage over Beijing will encourage policymakers to perceive 
structural dependence as a permanent condition rather than a temporary policy failure. 

Over time, the central policy question evolves from how Europe can reduce dependence on 
China to how its dependence can be managed most effectively. This narrowing of strategic 
imagination does not necessarily imply ideological alignment with Beijing, but rather re-
flects a pragmatic adaptation to perceived structural constraints. 

Policy ambition becomes increasingly bounded by assumptions regarding China’s in-
dispensable economic role in the European economy, reducing the willingness of Europe-
an institutions to pursue policies that could fundamentally alter the existing relationship.

A similar psychological adjustment emerges within the European business community. 
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Firms increasingly perceive deteriorating political relations with China as a greater com-
mercial risk than regulatory uncertainty within Europe itself. 

Corporate lobbying therefore shifts from advocating strategic resilience towards promoting 
stable and predictable bilateral relations. As investment decisions, research partnerships 
and long-term industrial planning become increasingly integrated with Chinese techno-
logical ecosystems, business preferences reinforce governmental caution. The resulting 
alignment between political and commercial interests further entrenches the structural 
dependence, making future diversification progressively more difficult and costly.

Global power shift

From a global power perspective, some participants argued that the scenario illustrates 
the emergence of an increasingly hierarchical international system, rather than the ba-
lanced multipolar order which Beijing has advocated in its diplomatic rhetoric.[6] China 
and the United States would remain the principal superpowers, while Europe’s ability to 
operate as an autonomous geopolitical pole is gradually diminished. 

China’s influence derives not primarily from coercive measures, but from its capacity to 
shape the strategic calculations of others, as Beijing arguably learnt from Washington.[7] 
The accumulated economic asymmetry awards Beijing agenda-setting power, as European 
policymakers moderate their own behaviour in anticipation of economic consequences 
rather than in response to explicit threats. This represents a qualitatively deeper form of 
influence as policy restraint becomes internally generated rather than externally imposed.

The implications extend beyond Europe–China relations to the broader transatlantic part-
nership. For years, across successive US administrations, Beijing has sought to capitalize 
on divisions between Europe and the United States. However, some Chinese strategists 
argue that transatlantic disputes represent tactical differences rather than a fundamental 
strategic divide. From this perspective, the challenges China faces with Europe and the US 
are primarily characterized by more enduring rivalries rooted in fundamentally different 
political systems.[8]

Some participants contended that Europe’s reluctance to commit to coordinated sanctions 
or deterrence measures in answer to potential military escalation across the Taiwan Strait 
has weakened the credibility of collective Western responses. Under the Biden Admini-
stration, there was a sustained effort to build a united front against China over hi-tech 
export control, maritime security and issues over human rights.[9]

Other participants argued that, rather than aligning unequivocally with either Washington 
or Beijing, Europe will position itself as a mediator seeking stability and risk management. 
While this approach may reduce immediate economic vulnerability, it simultaneously re-
flects a reduction in Europe’s capacity to independently shape the strategic environment. 
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In this scenario, Europe’s international influence is derived from its ability to manage de-
pendence in an international order increasingly structured by competition between the 
world’s two leading powers.

Conclusion

The defining characteristic of the 2036 scenario envisioned in the workshop is not China’s 
growing ability to coerce Europe, but Europe’s unwillingness and inability to exercise stra-
tegic choice. As asymmetric interdependence deepens across critical industries, techno-
logy, infrastructure and investment, the anticipation of economic disruption becomes suf-
ficient to shape European behaviour without Beijing calling for the application of coercive 
measures. Strategic restraint is no longer imposed externally; it is gradually internalized 
by European governments, businesses and institutions as the rational response to the exi-
sting structural dependence.

This transformation fundamentally alters the nature of Europe’s relationship with China. 
Economic interdependence ceases to be a source of disputes and instead becomes a so-
urce of asymmetric influence. Although the EU remains institutionally intact and econo-
mically prosperous, its capacity to pursue strategic autonomy is constrained by the high 
political and economic costs of disengagement with Beijing. 

National governments prioritize domestic economic stability over collective European ac-
tion, while businesses reinforce this trajectory through investment decisions and lobbying 
preferences. Some of these debates and policy choices have already shaped individual EU 
member states’ attitude to China today. 

More broadly, the scenario suggests that power in the international system is demonstra-
ted not only through economic capabilities or explicit coercion in economic and military 
terms, but also through shaping the expectations and strategic calculations of others.

China’s greatest advantage is therefore not its ability to retaliate against Europe, but its 
ability to make retaliation largely unnecessary. As European policymakers and industries 
consistently anticipate the costs of challenging Beijing, policy adjustment becomes routi-
ne and self-generated. Influence is applied through expectation rather than intervention.

The scenario does not portray Europe as a passive victim. Rather, it illustrates European 
countries making uneasy choices under increasingly restrictive structural conditions. Yet 
these individual choices collectively narrow Europe’s path to long-advocated strategic au-
tonomy. By 2036, the principal question is no longer whether Europe can reduce its depen-
dence on China, but whether it still equipped with the political, economic and institutional 
capacity to imagine a credible alternative. In this sense, the most consequential loss is not 
economic leverage alone, but vanishing confidence in Europe’s own strategic agency.
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From the Mao Zedong to Xi Jinping eras, China’s semiconductor industry has 
evolved from a military-dominated sector into a largely civilian-led industry.

The military and defence establishment has remained a structuring force in 
the sector, but its role has evolved from direct patronage to relative decline, and 
more recently to strategic steering.

The ongoing military-civil fusion (MCF) strategy has re-securitized semicon-
ductors by building a more centralized party–military–government system to 
channel civilian capabilities toward defence use.

Under MCF, China’s emerging defence–semiconductor nexus is characterized 
by stronger defence steering, a renewed whole-of-nation approach, and the rise 
of a national team of largely civilian firms.

It remains uncertain whether MCF can overcome the industry’s “chokepoint” 
problems and deliver sustained technological breakthroughs.

Europe needs to examine the Chinese model more closely, as either its success 
or failure could have major implications for its economic competitiveness and 
strategic security.

From Military Dominance to Military-Civil Fusion: Chi-
na’s National Defence in the Semiconductor Industry

by Yifei Zhu
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Introduction

As the backbone of the digital-driven society, semiconductors—also known as integrated 
circuits (ICs) or simply (micro-)chips—enable nearly every modern industrial, commercial, 
and military system. For national defence, they are indispensable to information systems, 
command-and-control architectures, sensors, communications networks, and advanced 
weapons platforms. Semiconductor capability therefore affects not only the performance 
of individual weapons systems, but also the wider transformation of military organiza-
tion, information processing, and operational effectiveness[1]. Conversely, the military and 
defence establishment has exerted significant influence on the development of semicon-
ductors, as seen in the United States (U.S.) where the industry first emerged. It has play-
ed a foundational and catalytic role as military demand helped enable the industry’s rise 
by providing early markets, funding, and technological direction. Although the industrial 
advancement is now largely driven by the market, the military remains a key strategic 
partner by catalyzing commercial innovation, sustaining technological superiority, and 
converting civilian technological advances into defence capabilities[2].

One of the most striking developments of the past two decades has been the rapid growth 
of China’s semiconductor industry, which was reflected in its emergence not only as one 
of the most capable chip manufacturers but also as the world’s largest market for chip 
consumption[3]. Despite the tightening of U.S. export controls and sanctions since 2018, 
the nation’s semiconductor sector has demonstrated considerable resilience, as Chinese 
players have been accelerating efforts toward domestic substitution, technological upgra-
ding, and expansion in alternative markets[4]. At the same time, China’s military capabi-
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lities have developed rapidly, as the People’s Liberation Army (PLA) has transformed from 
a large but technologically outdated force into a modern great-power military, with major 
weaponry advances that depend heavily on sophisticated electronics and advanced chips 

[5]. It is therefore clear that China’s semiconductor rise and military modernization are 
advancing in parallel, reflecting an increasingly close link between industrial-technologi-
cal upgrading and military transformation.

Against this backdrop, this research aims to clarify the role of China’s defence establish-
ment in the country’s semiconductor development: its significance to the industry relative 
to civilian actors, its strategic orientation and posture toward semiconductors, and the 
decision-making and implementation system through which this role is exercised. While 
the analysis traces how these dimensions have evolved across different periods, it places 
particular emphasis on the present.

Understanding how China links defence to semiconductor is directly relevant to European 
debates on a range of critical issues the continent is faced with: economic and techno-
logical competitiveness, supply chain resilience, renewed arms race, and not to mention 
Europe’s strategic dilemma posed by China. The debates nowadays often focus on what 
Europe should do—whether to tighten export controls, strengthen indigenous innovation 
and production, or reduce strategic dependencies. Yet such choices cannot be made effec-
tively if the Chinese system and policies are understood only in broad and vague terms. 
Moreover, China represents a distinct pathway to the defence–semiconductor nexus, one 
that neither copies the U.S. model nor replicates the obsolete Soviet approach[6]. A more 
precise understanding of the Chinese model is thus increasingly urgent for formulating 
effective policy responses.

Before Xi Jinping: Defence Origins and Civilian Ascendance

China’s semiconductor industry emerged in the Mao Zedong era (c.a. 1950s-1970s) as a 
small but strategically important part of the broader electronics and telecommunications 
complex. As such, semiconductors developed not so much as a civilian industry but a com-
ponent of a state-led defence industry. Its early development followed the Soviet model 
characterized by centralized planning, state monopoly, administrative allocation, and the 
separation of research from production. The logic was self-reliance, as the policymakers 
sought to sustain essential capabilities under technological isolation—especially after Si-
no-Soviet split—and domestic political disruption[7].

The defence establishment shaped the industry primarily through defence supply require-
ments and strategic priorities. Although semiconductors had not yet become an inde-
pendent industrial sector, electronic components were increasingly needed for defence 
communications, radar, computing, missiles, aircraft, naval platforms, and other advanced 
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weapons systems[8]. As a result, military demand gave the sector political importance and 
resource priority, while the broader defence-industrial apparatus embedded semiconduc-
tor development within the logic of national security and self-reliance.

This period laid the institutional foundations of China’s defence-centred semiconductor 
system, many features of which have persisted to the present. The main actors included 
party-state apparatus responsible for planning, resource allocation, and coordination; sta-
te-owned research institutions and factories for research, development and production; 
and the PLA as the end user. Their relationships were organized through vertical bure-
aucratic chains of command. Horizontal coordination between research, production, and 
military users remained weak and segregated, mainly through administrative planning 
rather than autonomous collaboration[9].

During the Deng Xiaoping era (c.a. 1980s and early 1990s), the industry began to shift from 
a closed and defence-centred system toward civilian use and commercialization. As cen-
tral planning declined, semiconductors increasingly took on a dual-use character. The na-
tion’s Reform and Opening policies also enabled selective access to foreign technology 
and investment, and the global market, which became important channels for upgrading 
China’s weak domestic capabilities[10].

The defence establishment lost the privileged position in the industry as defence produc-
tion was reduced, procurement became more constrained, and many factories shifted their 
focus to civilian output. As a result, civilian demand gradually surpassed military demand 
to become the main driver of China’s semiconductor development. Institutionally, this era 
saw limited reforms within the system and a broader weakening of the vertical structu-
re of the Maoist defence economy. Defence enterprises gained greater autonomy, civilian 
agencies became more important, and foreign firms and local governments entered the 
system. Yet the transition was far from clean: although channels of horizontal coordina-
tion improved, military–civilian linkages remained limited and the military core retained 
many features of the old defence economy[11].

Between the mid 1990s and early 2010s (roughly Jiang Zemin and Hu Jintao eras), the se-
miconductor development was increasingly shaped by informatization demands, foreign 
technology absorption, dual-use applications, and industrial upgrading. Rapid growth in 
civilian demand and marketization pushed the sector beyond its earlier defence-centred 
role and embedded it into the global supply chain. Beijing no longer regarded semiconduc-
tors merely as a defence supply base but as a strategic sector with growing significance for 
the country’s economy. Unlike in previous eras, civilian firms now played the leading role 
in industrial upgrading and technological innovation, rendering military modernization 
increasingly dependent on advances generated in the civilian sector[12].

Consequently, the defence establishment transformed from that of a direct industrial pa-
tron to that of an increasingly demanding customer. But this did not mean that the role of 
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defence continued to decline as it had in the previous period; on the contrary, its impor-
tance revived after Beijing—facing sanctions after the 1989 Tiananmen incident—renewed 
its emphasis on self-reliance[13]. As semiconductors became more central to weapons mo-
dernization, the PLA’s demand shifted from basic supply to advanced capabilities, often 
through procurement from civilian suppliers. Meanwhile, vertical coordinating institu-
tions that had once been weakened were strengthened, and defence enterprises were re-
organized into large state-owned conglomerates that combined research and production 
more closely than before[14].

Xi’s Reforms: Security Resurgence and Institutional Realignment 

Xi Jinping’s accession to power in 2012 altered the balance between national security and 
economic growth. Whereas the Jiang and Hu eras generally subordinated security to eco-
nomy, Xi recast them as co-equal core interests and increasingly treated the latter as a 
means of strengthening the former[15]. In the industrial-technological domains, this se-
curitizing turn found expression in an ambitious program of military-civil fusion (MCF), 
which was elevated to a national strategy in 2015. Semiconductors were central to this 
agenda, with high-end chips and large-scale integrated circuits identified as priority areas 
for deeper military-civil integration.

The MCF strategy aimed not simply to coordinate military and civilian activities but to 
integrate them at a deeper operational level. It sought to erode the boundaries between 
military and civilian technologies by promoting dual-use innovation, expanding invest-
ment in indigenous research and development (R&D), mobilizing overseas talent, and wi-
dening civilian participation in defence-related research. This expansion was facilitated 
through streamlined approval procedures, broader participation channels, and subsidies 
for relevant R&D projects[16]. The underlying logic was a recalibration of technology impor-
tation in relation to indigenous innovation: foreign technology acquisition was increasin-
gly subordinated to the goal of mastering the designated “key and core technologies” for 
minimizing strategic dependence[17].

To translate this strategic turn into institutional reality, The Xi administration carried out 
substantial institutional reforms that cut across the party, military, and government. 

At the apex of the party-state structure, the Central Commission for Military-Civil Fusion 
Development was created to provide unified political leadership. Under this central-le-
vel body, the Central Military Commission (CMC)–-the nation’s highest military command 
body—established a Military-Civil Fusion Bureau within its Office for Strategic Planning to 
coordinate with government agencies and facilitate civilian participation in the defence 
industries. It also reorganized the Equipment Development Department and the Science 
and Technology Commission, tasking them with linking military requirements, procure-
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ment, advanced weapons development, and technology projects to the wider MCF agenda. 
Meanwhile, military representative offices were embedded in defence contractors to su-
pervise the procurement process such as contract execution and quality control[18]. 

On the government side, greater regulatory responsibilities for defence-industrial policy, 
dual-use technology diffusion, and defence conversion were assigned to the Ministry of 
Industry and Information Technology (MIIT)—especially its Department of Military-Civil 
Fusion Promotion—and the State Administration for Science, Technology and Industry for 
National Defence (SASTIND). Implementation then proceeded downward through provin-
cial MCF bodies and local development agencies, which translated central priorities into 
regional industrial policies. 

Also as part of the reforms, major state-owned defence conglomerates and military-affi-
liated research institutes were strengthened, a selected of which were tasked with deve-
loping into world-class national champions, such as the China Electronics Technology 
Group Corporation (CETC)[19].

Addressing the coordination issues, the MCF system established the All-Army Weapons 
and Equipment Procurement Information Network. Run by the CMC Equipment Develop-
ment Department, this online platform posted regulated tender notices to private suppliers 
to reduce information barriers for private-sector entry. A second channel ran through SA-
STIND, which periodically issues matching lists that encourages both defence-to-civilian 
technology transfer and civilian participation in military technologies. The system also 
relied on local MCF centers and regional organizations to match private-sector advanced 
technologies against defence priorities, thereby extending central priorities into local in-
dustrial ecosystems[20].

These changes resulted in a more vertically centralized party–military–government de-
cision-making and implementation system, combined with a more formalized set of hori-
zontal channels for coordinating with civilian actors.

Emerging Defence–Semiconductor Nexus under MCF

Under MCF, the role of the defence establishment has expanded, especially since 2018 
when U.S. export controls have intensified China’s concern over supply-chain vulnera-
bility and technological dependence. However, this does not mean a return to the direct 
military dominance as in the Mao era since civilian actors and market forces remain the 
primary engines of techno-industrial innovation and upgrading. What has changed is the 
state’s capacity to steer the sector toward national security priorities. Defence actors now 
play a more prominent role in shaping procurement demand, certifying technologies and 
absorbing selected civilian and foreign-derived capabilities into military systems[21]. The 
defence–civilian relationship is therefore not one of substitution but of selective redirec-
tion: MCF seeks to make civilian semiconductor capabilities more accessible, reliable and 
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responsive to defence needs.

This steering role is reinforced by a renewed “whole-of-nation” approach, which mobili-
zes civilian actors and market forces under centralized state direction. The policy toolkit 
extends well beyond direct military procurement to combine state planning, government 
funds and subsidies, procurement platforms, certification requirements, and technology-
-matching mechanisms[22]. Among the key policy instruments is the National Integrated 
Circuit Industry Investment Fund (nicknamed the Big Fund), whose successive phases 
have reached a cumulative scale of nearly US$100 billion. It serves as a major vehicle for 
directing state-backed investment toward the so-called “chokepoint” capabilities, parti-
cularly chip fabrication, semiconductor equipment, and advanced packaging. Yet this ar-
chitecture should not be treated as a perfectly coherent command system. Central prio-
rities still must pass through local governments, commercial incentives and bureaucratic 
competition. Its actual degree of policy coordination and resource concentration therefore 
remains uneven[23].

An intended consequence of the whole-of-nation efforts is the emergence of a semicon-
ductor “national team.” This is not a fixed list but an evolving group of firms that expands 
with policy cycles. Its core logic is to use state support to compensate for the structural 
weaknesses that prevent Chinese semiconductor firms from catching up with global le-
aders through market mechanisms alone. At the inner circle are commercial chip com-
panies directly backed by the Big Fund, such as SMIC, Hua Hong, and Yangtze Memory 
Technologies. They span almost the entire semiconductor value chain, including foundry 
manufacturing, IC design, memory chips, equipment, materials, and packaging and te-
sting[24]. Whether by choice or necessity, semiconductor firms—particularly large or tech-
nologically critical ones—have become more deeply bound to the party-state, in particular 
the defence establishment. As they face stronger expectations to contribute to self-relian-
ce, secure supply chains, and defence-relevant applications, national security is now a 
political obligation on top of profitability.

Conclusion

This brief review above shows that national defence has remained a persistent structuring 
force in China’s semiconductor development, even as its role has changed over time. In 
the Mao era, the industry took shape under conditions of military demand, self-reliance, 
and strategic isolation, with limited space for civilian applications. Meanwhile, this period 
laid the intuitional foundations of the industry, many of which endure to this day. During 
the Reform era, the defence’s dominance declined, while military modernization became 
increasingly dependent on capabilities generated in the civilian sector. Civilian demand, 
foreign technology, and marketization became the main drivers of industrial growth. Un-
der Xi Jinping, the balance has shifted back toward defence through the re-securitization 



212 EuroHub4Sino Policy Paper 2026/13

of the industry that gave defence actors stronger channels to draw on civilian capabilities 
with greater emphasis on indigenous innovation.

This securitizing turn was institutionalized through a more centralized MCF system cha-
racterized by vertical coordination across the party, military, and government, as well as 
more formalized horizontal channels for engaging civilian actors. Within this system, de-
fence actors became better positioned to redirect selected civilian and foreign-derived ca-
pabilities toward military applications. This process was by a renewed whole-of-nation 
approach with a massive state-backed fund serving as a key instrument for helping civi-
lian firms advance in bottleneck areas. A noticeable result was the emergence of a national 
team of selected leading Chinese semiconductor firms, for which security compliance has 
become a political obligation alongside profitability.

Over the decades, China has made remarkable achievements in semiconductors: it built 
a relatively comprehensive industrial base almost from scratch and has more recently 
caught up rapidly to become a world-class player. Despite mounting pressure from U.S. 
restrictions, Chinese firms have shown resilience and continued to make breakthroughs 
in critical areas. However, it remains too early to conclude that MCF can overcome China’s 
chokepoint problems. Stronger state direction may improve coordination and mobiliza-
tion, but it may also weaken the market discipline and commercially driven experimen-
tation needed for frontier innovation. This tension is becoming sharper as China faces re-
duced access to foreign technology, equipment, markets, and supply chains. Whether MCF 
can produce sustained technological breakthroughs, therefore, remains an open question.

For Europe, the implications are not straightforward. A successful Chinese model could 
strengthen Beijing’s semiconductor competitiveness and military modernization; An 
unsuccessful one could still sharpen tensions across a wide range of issues from trade 
imbalances to geopolitical stability. Europe should therefore examine China’s trajectory in 
greater detail and develop more targeted, timely responses to its evolving defence–semi-
conductor strategy.
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What counts as relevant is being redefined by intelligentisation, where data 
quality determines AI effectiveness, making peacetime civilian data acquisi-
tion a form of military preparation.

The establishment of ISF in April 2024 institutionalised the doctrinal shift of 
information gathering into intelligentisation.

MCF creates legal pathways for access to civilian capabilities and information, 
rather than implying automatic espionage or data transfer. 

There is an aggregation problem as individual datasets may appear innocuous 
or commercially oriented, yet their combination can generate strategic value 
by enabling more comprehensive profiling, inference, targeting, or AI training.

The EU’s principal gap is one of integration rather than absence: the EU already 
possesses instruments addressing cybersecurity, data protection, AI, invest-
ment screening, and research security, but these frameworks are not system-
atically connected around the cumulative military value that data can acquire 
through aggregation.

Open by Design, Exposed by Default:Data Security and 
the Strategic Challenge of PLA Intelligentised Warfare
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Introduction

China is undergoing a qualitative transformation in how it understands military power. 
The 2019 defence white paper marked the official elevation of intelligentised warfare (智能
化战争, zhìnéng huà zhànzhēng) in China’s defence discourse, describing it as an emerg-
ing form of warfare driven by advances in AI, big data, cloud computing and other technol-
ogies. Its current modernisation phase, intelligentisation, treats data not as a by-product 
of military activity but as a strategic resource essential for AI-enabled decision-making. 
The April 2024 creation of the Information Support Force (ISF) reflects this shift by placing 
data integration and information support at the centre of joint operations. By overseeing 
the networks, communications, and information infrastructure through which data is col-
lected and shared across the PLA (Pleople’s Liberation Army), the ISF provides a key insti-
tutional foundation for intelligentised warfare.

For Europe, the challenge extends beyond traditional defence concerns. China’s Mili-
tary-Civil Fusion (MCF) framework [1] deliberately links civilian and military technologi-
cal ecosystems, allowing commercially acquired data, research outputs, and infrastructure 
information to contribute to broader national-security objectives. Individually, datasets 
such as geospatial information, logistics records, telecommunications metadata, or indus-
trial data may appear benign. Aggregated and analysed at scale, however, they can reveal 
infrastructure dependencies, supply-chain vulnerabilities, and operational patterns with 
potential military value.

This challenge is becoming increasingly relevant as the European Union accelerates 
defence investment under initiatives such as Readiness 2030 and ReArm Europe. While 
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these efforts seek to strengthen military capabilities, they also increase reliance on AI, 
cloud infrastructure, telecommunications networks, and digitally enabled civilian sys-
tems. The key question is therefore not only whether Europe is strengthening its military 
capabilities, but whether the civilian data ecosystems underpinning those capabilities are 
receiving comparable security attention.

Existing EU instruments addressing cybersecurity, data protection, investment screening, 
research security, and critical infrastructure provide important safeguards. Yet they do not 
consistently assess the cumulative military significance that can emerge when civilian 
datasets are aggregated across sectors. This brief identifies that gap and proposes policy 
responses.

PLA Intelligentised Warfare

Doctrinal Shift 

PLA modernisation has followed a three-phase trajectory: mechanisation, informatisa-
tion, and intelligentisation.[2]  Mechanisation focused on modern platforms and weap-
ons. Informatisation connected those systems through digital networks, communications 
systems, and information-sharing architectures. Intelligentisation[3] goes a step further 
by transforming information into decision advantage through artificial intelligence and 
large-scale data integration. 

Under this approach, information generated by satellites, unmanned systems, radar, cyber 
operations, electronic warfare assets, and other sensors is integrated into shared data ar-
chitectures. The purpose is not merely to connect different systems but to create a contin-
uously updated operational picture that supports faster and more informed decision-mak-
ing. AI-enabled tools can assist commanders by identifying patterns, prioritising threats, 
evaluating courses of action, and coordinating operations across domains.

The U.S. Department of Defense’s 2024[4] assessment similarly notes that the PLA views 
information superiority as a prerequisite for successful military campaigns and is pur-
suing next-generation capabilities based on AI, big data, quantum computing, and other 
emerging technologies. Military effectiveness consequently depends increasingly on ac-
cess to large volumes of reliable and timely data.  The operational logic can be represented 
as a causal chain: [5]



218 EuroHub4Sino Policy Paper 2026/14

Figure 1 Author’s illustration based on U.S. Department of Defense (2024), and Center for Security and Emerging 
Technology (2026)

Intelligentisation places greater emphasis on common data architectures capable of inte-
grating information generated across different services and operational domains.[6]  The 
objective is to move beyond information sharing between systems towards the continuous 
fusion of information into a machine-readable battlespace picture from which command-
ers, and increasingly automated systems, can derive decisions. AI models are consequent-
ly dependent not only on computing power but also on the quantity, diversity, timeliness, 
and reliability of the data used to train and deploy them.[7]

Thus, Intelligentisation represents an infrastructure challenge as much as a weapons-de-
velopment effort. AI-enabled military systems require sensors, communications networks, 
cloud computing resources, databases, and data-management structures capable of sup-
porting continuous information fusion. China’s 15th Five-Year Plan (2026–2030) reflects 
this logic by linking the development of information systems, data resources, and intelli-
gentised military capabilities within a broader framework [8] of national strategic integra-
tion. This institutional approach extends beyond the PLA itself, linking military require-
ments to China’s wider technological, industrial, and data ecosystem through mechanisms 
associated with military-civil fusion (MCF). [9]

The strategic consequence is significant. Data is no longer simply generated through mil-
itary operations; it has become a critical input that must be acquired, managed, and pro-
tected before conflict occurs.

Institutionalisation of Data Warfare

The clearest evidence that intelligentisation is operational is that it has moved from doc-
trine into military organisation, as seen with the PLA’s April 2024 restructuring [10] of its 
information-support architecture.  On 19 April 2024, Beijing dissolved the Strategic Support 
Force (SSF), which had unified space, cyber, and information operations since 2015.  The 
principal functions of SSF have been placed under three separate Central Military Com-
missions (CMC): the Aerospace Force (ASF), responsible for space-based military capabili-
ties; Cyberspace Force (CSF), dedicated to network warfare and offensive cyber operations; 
and the Information Support Force (ISF). [11] The ISF is responsible for providing informa-
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tion support, including the networks, communications, and information infrastructure re-
quired for joint operations. The reform is significant because it gives information support 
an institutional position at the centre of joint operations. Thus, the organisational change 
reflects a broader shift in how the PLA intends to fight: information must be collected, 
transmitted, integrated, and made available across the force quickly enough to support 
joint operations.

Organisational Structure of the Military Forces in China [12]

Figure 2 Author’s illustration based on U.S. Department of Defense (2024), CNA (2024), Jamestown Foundation 
(2024), and Cyberspace Administration of China (2017)

The importance of the ISF extends beyond providing communications infrastructure. In-
telligentised warfare depends on the ability to collect, transmit, integrate, and distribute 
large volumes of data rapidly across the force. AI systems depend on sufficiently large, 
relevant, and reliable datasets to support effective battlefield assessment. The ISF con-
tributes to the networked information environment through which data generated by 
sensors, units, and command systems can be made available for analysis and operational 
decision-making. The April 2024 reform should consequently be understood not simply 
as an administrative reorganisation, but as an institutional recognition that the effective 
exploitation of information has become a core requirement of joint warfare.

This also changes the military significance of data acquired before conflict begins. If the 
quality of training data directly affects [13] the performance of intelligent algorithms, then 
data relevant to military AI can acquire value long before it is used operationally. Commer-
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cial, industrial, scientific, infrastructure, and telecommunications datasets can potentially 
contribute to models, simulations, geographic understanding, or assessments of an ad-
versary’s capabilities and vulnerabilities. The relevant question is therefore not whether 
a dataset is explicitly military, but whether it can improve the PLA’s ability to understand, 
model, or operate within the battlespace. 

MCF: Civilian Data Pipeline as Military Resource

The connection between China’s civilian technological ecosystem and military moderni-
sation is reinforced by the broader framework of Military-Civil Fusion (MCF). MCF is a 
state-led strategy for integrating civilian and defence capabilities, encouraging the shar-
ing and coordinated development of technologies, infrastructure, talent, research, and in-
dustrial capabilities that can contribute to national defence. [14]

Two legal provisions are particularly relevant to the potential extraterritorial implications 
of this framework. The 2015 National Security Law [15] adopts a broad conception of nation-
al security encompassing political, economic, military, cultural, social, and other domains. 
The 2017 National Intelligence Law [16] further provides, in Article 7, that “any organisation 
or citizen shall support, assist, and cooperate with state intelligence work.” Together, these 
provisions illustrate how Chinese law can connect civilian entities and activities to na-
tional-security and intelligence objectives. They do not mean that every Chinese company 
is automatically an agent of the state or that all civilian data is accessible to intelligence 
authorities. Rather, they highlight the importance of considering the legal and institution-
al environment [17] in which Chinese entities operate when assessing access to strategi-
cally significant data, infrastructure, technologies, or research.

This distinction is particularly important in Europe. A Chinese company, research insti-
tution, or technology provider does not need to be formally designated as a defence con-
tractor for information obtained through commercial or research activities to have poten-
tial strategic value. Access to European industrial processes, infrastructure information, 
geospatial datasets, telecommunications systems, supply-chain information, or dual-use 
research can contribute to China’s broader technological and intelligence ecosystem. The 
potential security problem lies not only in the transfer of explicitly military technology, 
but also in the aggregation of otherwise civilian information that can become militarily 
relevant when combined with other datasets and capabilities. [18]

Europe’s Exposure

Research and Technology Partnerships

The exposure operates at several levels simultaneously. Research partnerships can pro-
vide access to datasets, including dual-use data with potential military applications in 
areas such as materials science, autonomous systems, quantum technologies, and artifi-
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cial intelligence. They can also provide methodologies, technical expertise, models, and 
tacit knowledge that may be difficult to acquire through conventional technology trans-
fers. Participation in European research networks can additionally create relationships 
and institutional knowledge that facilitate future access to expertise and infrastructure. 
Research-security assessments nevertheless remain uneven [19] across Member States. 

This situation is not limited to EU research programmes. Member States are also pursuing 
bilateral cooperation with China in strategically relevant technologies. Slovakia provides 
a good illustration: during President Peter Pellegrini’s July 2026 visit [20] to Beijing, co-
operation in digital and emerging technologies featured alongside broader economic and 
investment ties. Such cooperation is not inherently problematic and does not imply that 
participating Slovak entities are acting on behalf of the Chinese state. It nevertheless illus-
trates the policy challenge: individual technology partnerships may be legitimate, while 
their cumulative contribution to European technological and data exposure is harder to 
assess.

Infrastructure and Data

The more strategically significant exposure is infrastructural. European military capabil-
ities increasingly depend on civilian digital and physical infrastructure, while the opera-
tion of this infrastructure generates data that may have military and intelligence value.

Three areas are particularly relevant: telecommunications, cloud infrastructure, and logis-
tics. Telecommunications infrastructure generates metadata on traffic patterns, geograph-
ic distributions of activity, and network architecture. Huawei equipment remains present 
in parts of several European telecommunications networks, despite EU efforts to restrict 
high-risk suppliers through measures such as the 5G cybersecurity toolbox. [21] Aggregat-
ed over time, telecommunications data can provide insights into communications depen-
dencies and vulnerabilities.

Cloud and data processing present a different but related challenge. European dependence 
on a small number of major cloud providers raises questions about who operates the in-
frastructure through which strategically sensitive datasets are stored, processed, and ag-
gregated. Three US companies account for approximately 65 percent [22] of the European 
cloud services market, illustrating the concentration of infrastructure on which Europe-
an institutions and other strategic actors increasingly depend. The significance of cloud 
infrastructure lies not only in data storage but also in the ability to process information 
across systems and datasets, potentially revealing patterns that are not apparent in indi-
vidual datasets.

Ports, logistics, and industrial systems generate another important category of data. Chi-
nese state-owned shipping interests have established significant positions in European 
port infrastructure, most prominently through COSCO [23] Shipping’s investment in the 
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Port of Piraeus. Port and logistics systems generate continuous information on cargo 
flows, supply-chain dependencies, infrastructure use, and transportation patterns. Where 
civilian infrastructure also supports military mobility, these data streams could provide 
insights into military logistics and force movements. Industrial and smart-city systems 
similarly generate sensor and operational data which, when collected across sites and 
over time, can contribute to a broader picture of infrastructure dependencies and vulner-
abilities.

No single dataset is necessarily sensitive in isolation. Their aggregation, however, can re-
veal infrastructure dependencies, logistical patterns, and potential vulnerabilities that are 
difficult to identify from individual datasets.

Where Existing Security Instruments Fall Short

The EU is not starting from scratch and possesses a substantial set of security instruments, 
[24] including investment screening mechanisms, cybersecurity regulations, critical-in-
frastructure protections, research-security initiatives, and economic-security measures. 
The gap lies instead in how these instruments connect. Existing frameworks generally as-
sess specific risks, sectors, transactions, or systems. They are less suited to identifying the 
cumulative military value that can emerge when otherwise legitimate access to civilian 
datasets, infrastructure, research, and technologies is combined over time.

This limitation matters because intelligentised warfare relies precisely on the aggregation 
of information. Telecommunications metadata, logistics information, industrial produc-
tion data, infrastructure records, and research outputs may appear predominantly civilian 
when assessed individually. Analysed collectively, however, they can provide insights into 
military mobility, supply-chain resilience, infrastructure vulnerabilities, and force-gener-
ation capacity. The strategic significance of a dataset may therefore depend less on its 
classification or original purpose than on what can be inferred when it is combined with 
other information.

The policy gap is therefore one of integration and strategic assessment rather than regu-
latory absence. Existing EU instruments provide important entry points, but they do not 
yet consistently assess whether access obtained through separate commercial, research, 
technological, or infrastructural relationships can cumulatively contribute to a foreign 
state’s military capabilities. This is particularly relevant in the Chinese context, where 
Military-Civil Fusion seeks to connect civilian technological, industrial, scientific, and in-
formation resources with broader national-security objectives.

Conclusion: Policy Implications

The challenge posed by China’s intelligentisation strategy is not primarily one of espio-
nage, cyber intrusion, or illicit technology transfer. Rather, it stems from the growing mil-
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itary value of information acquired legally through commercial, research, and infrastruc-
tural engagement and becoming strategically significant when aggregated at scale. The 
creation of the PLA’s Information Support Force illustrates that China increasingly treats 
data as a military resource, while Military-Civil Fusion creates mechanisms connecting 
civilian technological, industrial, scientific, and information resources to national-securi-
ty objectives.

This has important implications for Europe. The EU already possesses extensive instru-
ments addressing cybersecurity, investment screening, critical infrastructure, economic 
security, and research security. The problem is therefore not simply a lack of regulation, 
but how risk is assessed. Existing frameworks tend to evaluate datasets, infrastructures, 
investments, or research relationships separately, while the strategic advantage sought 
through intelligentised warfare can emerge from their combination.

European policymakers should therefore place greater emphasis on the cumulative strate-
gic value of data. Risk assessments should consider not only whether individual datasets 
are classified, personal, or explicitly military, but what could be inferred when information 
from different sources is combined. Existing mechanisms can be adapted to account for 
how civilian data access may contribute to military capability across sectors and Member 
States.

The same logic should apply to foreign engagement. Where organisations operate within 
legal or institutional frameworks connecting civilian activities to Chinese state intelli-
gence or defence objectives, this context should inform assessments of strategically sig-
nificant infrastructure, research partnerships, technologies, and datasets. Such linkages 
should not automatically determine the outcome of an investment or partnership, but they 
should be treated as a relevant factor in assessing strategic exposure.

The objective is not to close European data ecosystems or restrict legitimate engagement 
with China. It is to ensure that openness does not create strategic dependencies that be-
come visible only after they have formed. In an era of intelligentised warfare, Europe must 
therefore learn to identify not only sensitive data, but also when ordinary data becomes 
strategically consequential through aggregation.
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The joint adoption of the term ‘constructive strategic stability’ after the May 
2026 US–China summit revealed a shared recognition in Beijing and Washing-
ton that competition must be managed within a framework of limited stabili-
ty, to allow both powers to pursue their domestic priorities while avoiding the 
costs of uncontrolled confrontation. [1] 

The summit did not alter the legal or institutional foundations of US policy 
towards Taiwan, but Trump’s rhetoric and diplomatic priorities in other parts 
of the world may have encouraged China’s strategic community to reassess 
Washington’s willingness to shoulder the costs of direct military intervention.

The domestic priorities of both countries will ultimately determine the sus-
tainability of constructive strategic stability. For the US, these are centred on 
the cost of living and Washington’s military adventures in the Middle East. For 
China, the focus is on buying time to build technological self-reliance and to 
deliver the core elements of the 15th Five-Year Plan.

Between Beijing and Washington, how long can ‘con-
structive strategic stability’ last?

by Yu Jie
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Introduction

On 14 May 2026, when Chinese President Xi Jinping met his American counterpart, Pres-
ident Donald Trump, he introduced the concept of ‘constructive strategic stability’ to de-
scribe the current state of the world’s most consequential bilateral relationship. [2] Since 
then, policymakers, analysts and commentators have debated both the meaning of the 
term and the sustainability of the framework it represents. With more than two years re-
maining for the current US administration, Beijing and Washington appear to have reached 
a tentative truce, with both sides seeking limited stability in a relationship that remains 
fundamentally competitive.

Many international observers have closely scrutinized the details of the May summit in 
search of concrete agreements or broader bargains concerning trade, Taiwan and crisis 
management. However, in the view of some Chinese observers, the summit produced a 
form of constructive ambiguity while signalling that Washington has finally begun to treat 
Beijing as a strategic peer and equal. [3] 

Even so, few would argue that Sino-American relations have returned to the earlier era 
of ‘engagement’ pursued by successive American administrations before the end of the 
Obama presidency. [4] Instead, the summit appears to have established a new middle 
ground, defined by managed competition and an implicit recognition that neither side can 
afford the costs of unrestrained confrontation.

Global pundits, policy practitioners and investors have devoted considerable attention to 
the May Trump–Xi summit, analysing its implications for trade, security competition and 
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the broader trajectory of US–China relations. Yet relatively little has been written about 
how China’s strategic community has interpreted the concept of ‘constructive strategic 
stability’ and assessed the near-term direction of the bilateral relationship. 

This policy paper presents the author’s own assessment of the current state of bilateral 
relations, with references to the views, public statements and speeches of selected Chi-
nese officials and influential experts following the summit. In doing so, it aims to comple-
ment the debate among western scholars over the current trajectory of China-US relations 
and provide an inside-out understanding of Beijing’s expectations to Washington in the 
months ahead. The evolving dynamics of this bilaterial tie and potential recalibration of 
the transatlantic alliance will have long-lasting implications for the rest of the world, in-
cluding the EU and the UK.

The emergence of ‘constructive strategic stability’

One of the most significant yet underappreciated outcomes of the May 2026 Trump–Xi 
summit was the joint adoption of the phrase ‘constructive strategic stability’ to describe 
the future direction of US–China relations. Yet, international pundits have queried how 
‘constructive’ it will be and for how long the ‘stability’ will hold, given President Trump’s 
erratic approach to diplomacy. It will take two to tango in maintaining these very conse-
quential bilateral ties.

While President Xi introduced the concept during the summit, its significance lies in the 
fact that the White House subsequently echoed almost identical language in its official fact 
sheet, stating that both leaders had agreed to ‘build a constructive relationship of strategic 
stability on the basis of fairness and reciprocity.’ [5] This represents the first time in years 
that Washington and Beijing have publicly converged on a common description of their bi-
lateral relationship, even if they continue to interpret that description differently. Without 
over-emphasizing this term, such a convergence in diplomatic vocabulary is rare.

From Beijing’s perspective, strategic stability extends far beyond the traditional nuclear 
realm as a Chinese arms control specialist referred. [6] Chinese analysts generally define 
stability in comprehensive terms, encompassing military competition, economic inter-
dependence, technological rivalry, crisis management and mutual political recognition. 
[7] The addition of the adjective ‘constructive’ further implies that competition should be 
bounded by agreed rules and directed towards coexistence, rather than outright confron-
tation. [8]

Seen in this light, the phrase itself is not entirely new. Chinese officials and scholars have 
long advocated concepts such as a ‘new type of major-country relationship’, ‘mutual re-
spect’, and ‘peaceful coexistence’, all of which emphasize the need to manage strategic 
competition while avoiding direct confrontation. [9] Constructive strategic stability should 
therefore be understood less as a completely new doctrine and more as an evolution of Bei-
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jing’s longstanding diplomatic narrative, adapted to a geopolitical environment in which 
protracted rivalry with the United States has become the defining feature of the relation-
ship.

What is genuinely new is Washington’s willingness to publicly employ terminology that 
closely resembles Beijing’s preferred framing. This should not be interpreted as a straight-
forward US endorsement of China’s broader vision for the international order. The White 
House’s formulation deliberately qualifies the concept by stressing that strategic stability 
should rest on ‘fairness and reciprocity’, language that reflects enduring American con-
cerns over market access, trade practices and the balance of obligations between the two 
countries. [10]

In other words, both governments have utilized the same diplomatic vocabulary, but they 
continue to attach different strategic meanings to it. [11] For Beijing, the concept is primar-
ily about securing mutual recognition of China’s status as an equal great power and estab-
lishing redlines against confrontation. For Washington, it is a pragmatic framework for 
managing competition while preserving American leverage and advancing US interests.

The importance of this rare convergence in wording should therefore not be overstated, 
but neither should it be dismissed. Rather than signalling a return to the era of engage-
ment, the joint adoption of constructive strategic stability reflects a shared recognition 
that neither side can afford an uncontrolled deterioration in bilateral relations. The phrase 
establishes a consensual vocabulary through which both governments can pursue selec-
tive cooperation, manage crises and contain strategic competition without resolving their 
fundamental differences.

Neither ‘Chi-merica’ nor intense confrontation – for now

Putting the optics and diplomatic rhetoric aside, the clearest conclusion arising from the 
summit is that the US–China relationship is moving into an entirely different phase.

Over the past decade, US–China relations have gone through a dramatic cycle of ups and 
downs. The first Trump administration decisively abandoned the long-standing policy of 
engagement, replacing it with bipartisan consensus on strategic competition, tariffs and 
an ultra-confrontational approach towards Beijing. The Biden administration largely pre-
served this competitive framework, expanding technology controls, strengthening alli-
ance coordination in the Indo-Pacific and framing China as America’s principal long-term 
strategic and ideological nemesis. It also sought to establish so-called ‘guardrails’ to pre-
vent the relationship from descending into open conflict, but these were largely dismissed 
by Beijing. [12]

Against this backdrop, the May 2026 Trump–Xi summit suggests that both governments 
are moving beyond the extremes of either engagement or unrestrained confrontation to-
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wards a more pragmatic, if fragile, mode of co-existence.

Neither Washington nor Beijing appears willing to restore the dense forms of interdepen-
dence that once defined the relationship. American concerns regarding supply chains, 
technological leadership and national security remain deeply entrenched. Likewise, Chi-
nese leaders remain committed to technological self-reliance, industrial manufacturing 
superpower and greater insulation from external pressures.

At the same time, however, the summit demonstrated that neither side wishes to sustain 
the exceptionally high levels of confrontation that became the recurring theme during re-
cent years. Tariff disputes, technological restrictions, military signalling and ever-hostile 
rhetoric imposed substantial costs upon both countries.

The result is a paradoxical arrangement. Both countries continue to regard each other as 
strategic competitors, yet they increasingly behave as competitors who recognize that un-
restricted confrontation is ultimately self-defeating.

Such a model differs fundamentally from both Cold War bipolarity and the earlier period of 
engagement. It is driven instead by selective cooperation, managed competition and limit-
ed mutual accommodation. A leading Chinese scholar suggested that ‘the May summit has 
led the world order into some kind of dual-cores multipolarity’. [13]

This development also reflects President Trump’s distinctive approach to diplomacy. Un-
like Washington political establishments that frame competition primarily in ideological 
terms, Trump has consistently demonstrated a preference for transactional bargaining, 
highly personalized negotiations and visible political outcomes. President Xi, meanwhile, 
appears equally interested in establishing a predictable point of contact and face-to-face 
meetings that reduce the likelihood of uncontrolled escalation.

The May summit therefore represents not a reconciliation, but a nascent recalibration be-
tween the two capitals – at least under the current Trump administration.

Beijing’s strategic assessment of American political commitment to Tai-
wan

In the aftermath of the May summit, the US strategic community intensely debated wheth-
er President Trump has changed the long-standing US commitment to Taiwan. Influential 
scholars in China had a similar debate among themselves. [14]

No single topic illustrates the complexities of the latest recalibration of the US–China re-
lationship more clearly than Taiwan. The summit readout from Beijing dedicated a signifi-
cant number of words to laying out the critical nature of the Taiwan question in the overall 
bilateral relationship. [15]
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Although the summit produced no fundamental deviation in the official US policy, discus-
sions nevertheless highlighted subtle, but potentially consequential, shifts in the Ameri-
can position. President Trump reaffirmed the importance of peace and stability across the 
Taiwan Strait, while simultaneously emphasizing broader priorities, including economic 
recovery, market stability and great-power diplomacy. [16]

Such statements have reinforced the perception that Trump views Taiwan not as an ideo-
logical commitment but as one element within overall great-power relationship manage-
ment.

This perception is not entirely new. Throughout both of his presidencies, Trump has fre-
quently demonstrated scepticism regarding long-term security commitments that, in his 
view, impose disproportionate costs upon the United States. [17] 

Beijing may therefore conclude that opportunities for diplomatic accommodation have 
expanded. Chinese leaders are likely to interpret the summit as a clear signal that Pres-
ident Trump places greater emphasis on avoiding direct military confrontation than on 
demonstrating American resolve over Taiwan. Such an assessment would be consistent 
with Trump’s broader preference for reducing overseas security commitments that he con-
siders expensive, while prioritizing economic bargaining and great-power diplomacy.

Several Chinese commentators have interpreted Trump’s remarks in precisely these terms. 
In their view, Taiwan is no longer treated primarily as a litmus test of American credibility 
in the Indo-Pacific, but increasingly as one issue within the broader management of US–
China relations. [18] From this perspective, Trump appears to view Taiwan through a trans-
actional lens: direct military involvement across the Taiwan Strait would not only impose 
significant strategic and financial costs on the United States, but could also jeopardize his 
broader objectives of stabilizing relations with Beijing and reducing America’s long-term 
alliance burdens.

This interpretation does not necessarily imply that the US has fundamentally abandoned 
its long-standing Taiwan policy. [19] Existing legislation, Congress and the wider US na-
tional security establishment continue to shape presidential decision-making and pre-
serve elements of strategic continuity. 

Nevertheless, Beijing’s assessment of American intentions is unlikely to be driven solely 
by formal policy statements. Chinese analysts generally place considerable emphasis on 
the political preferences and negotiating style of individual US presidents. Consequently, 
if influential Chinese observers increasingly conclude that Trump is less inclined than 
previous administrations to employ military force in defence of Taiwan, this perception 
alone could reshape Beijing’s assessment of American political resolve.

The significance of the May summit therefore lies less in any formal policy adjustment 
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than in the signals it conveyed. Even without altering the legal or institutional foundations 
of US policy towards Taiwan, Trump’s rhetoric and diplomatic priorities in other parts of 
the world may have encouraged a reassessment within China’s strategic community of 
Washington’s willingness to burden the costs of direct military intervention. Such chang-
es in perceived political will can be as consequential for deterrence as closing gaps in the 
two militaries’ capabilities.

Domestic imperatives and political incentives

The timing of the summit was equally illuminating. Both leaders face powerful domestic 
incentives to pursue a more stable relationship, even as strategic competition continues. 
In Washington, concerns over war in the Gulf, the cost of living and financial market sta-
bility have reinforced the grassroots political appeal of temporarily reducing tensions with 
China. At the same time, President Trump has consistently preferred high-octane leaders’ 
meetings that can be presented as evidence of powerful leadership and successful bar-
gaining.

China’s calculations appear to be shaped by a different set of considerations. Rather than 
responding solely to cyclical economic pressures, Beijing is increasingly focused on the 
long-term objectives outlined in its latest Five-Year Plan. [20] Chinese policymakers ap-
pear prepared to accept a slower pace of growth in exchange for deeper structural trans-
formation, including technological supremacy and greater self-reliance in strategically 
important sectors. Achieving these objectives will require not only substantial financial 
resources and sustained state investment, but also a relatively predictable external envi-
ronment. [21]

For Beijing, prolonged strategic confrontation with the United States would complicate 
this transition. Intensified geopolitical competition would divert resources towards short-
term crisis management, increase uncertainty for domestic industries and expose China 
to additional external pressure. [22] A more stable relationship with Washington, even if 
only temporary, would therefore provide the leadership with greater strategic space to pur-
sue its long-term economic objectives.

One of the most esteemed Chinese strategists consequently argued that Xi is seeking to 
take advantage of what may be a limited political window while Trump remains in office.
[23] Their assessment is not that Beijing expects a fundamental reconciliation with Wash-
ington, but rather that it hopes to establish sufficient stability to facilitate China’s own 
economic and technological transformation. Constructive strategic stability is therefore 
not an end in itself, but a means of creating more favourable conditions for the next stage 
of China’s development.

Political considerations are equally important. Trump has long emphasized the value of 
personal diplomacy and has consistently portrayed himself as a leader capable of reach-
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ing agreements that others could not. He views Chinese policies as serving the purpose of 
the summit, not vice versa. Xi, meanwhile, has sought to project an image of confidence 
and stewardship. In this sense, both leaders have incentives to portray stability not as a 
concession to the other side, but as a demonstration of their own leadership and political 
authority.

Wider policy implications

There are several wider implications emerging from the May summit. To start with, inter-
national policymakers should avoid interpreting the language of constructive strategic 
stability as evidence of a fundamental strategic transformation. Competition remains the 
defining feature of the relationship.

As with all of President Trump’s comments, observers should distinguish carefully be-
tween symbolic rhetoric and substantive policy adjustments from Washington. Public lan-
guage could change rapidly after the May summit, while strategic interests tend to evolve 
much more gradually.

As always, Taiwan will remain a critical source of instability. Even relatively modest 
changes in perceptions of American commitment could produce disproportionate strate-
gic responses from Beijing and other powers in the region.

The central conclusion of the summit is that both Washington and Beijing increasingly 
recognize the necessity of coexistence. Neither side appears willing to surrender its fun-
damental objectives, yet neither appears prepared to bear the costs of unlimited confronta-
tion. The world is therefore witnessing the emergence of a new equilibrium: a relationship 
that is neither cooperative enough to resemble the age of engagement, nor hostile enough 
to constitute a new Cold War. The concept of constructive strategic stability reflects pre-
cisely this ambiguous reality.

Whether such a balance can endure will depend not only on warm words from both Presi-
dents, but also on the ability of both leaders to reconcile domestic political pressures with 
the incentives of great-power management. The three meetings scheduled for the rest of 
2026 will provide an early indication of whether this delicate equilibrium can be main-
tained. They will serve as signposts on whether constructive strategic stability can evolve 
from a rhetorical formula into a durable framework.

Conclusion

The scheduled state visit by President Xi to the US in late September will be expected to 
implement understandings reached during the May summit. Both sides will focus on the 
concrete delivery of two boards of trade and investments respectively, export controls, 
military communication and mechanisms designed to prevent crises from escalating un-
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expectedly.

The May 2026 Trump–Xi summit did not mark the return of engagement, nor did it signal 
the end of strategic competition. Instead, it revealed a shared recognition in Beijing and 
in Washington that competition must be managed within a framework of limited stability, 
one that allows both powers to pursue their domestic priorities while avoiding the costs 
of uncontrolled confrontation. To borrow a phrase from a report written by one of China’s 
most influential think tanks, ‘strategic stalemate defines the current state of China–US 
relations’ – but the question without a clear answer is, for how long? [24]
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China’s growing influence in the Global South is driven by an approach that 
combines economic engagement, infrastructure development and a principle 
of non-interference, creating a challenge to the Western-led liberal internation-
al order.

Peru’s traditional diplomatic posture as a reliable partner of the US in the An-
dean region has undergone a significant transformation, culminating in a pri-
oritized strategic alignment with Beijing. 

This change in diplomatic heading is driven by a stark contrast in external 
approaches: the US is increasingly viewed as an inconsistent partner prone 
to protectionism, while China offers tangible infrastructure lending, resource 
monetization and a shared developing-nation solidarity. 

The completion of the mega-port of Chancay serves as a material manifesta-
tion of Peru’s redefined geopolitical role, shifting the country’s policy focus to 
become South America’s primary logistical gateway to the Asia-Pacific.

Peru’s pivot is driven by pragmatic economic balancing rather than an ideo-
logical break with the West, as Lima actively maintains its democratic identity 
and security ties with the US to preserve its autonomy.

If the EU wishes to counter Chinese systemic consolidation in Latin America, 
it must move past purely rhetorical commitments and deliver competitive, ac-
tionable infrastructure investments through instruments like the Global Gate-
way.

Frequent socio-environmental conflicts surrounding Chinese projects expose 
the vulnerabilities of Beijing’s extractive model, creating an opportunity for the 
EU to differentiate itself through a transparent, values-driven partnership fo-
cused on local industrialization and community infrastructure.

Peru’s strategic shift toward China: The European Un-
ion’s role in supporting autonomous development
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Introduction

In EuroHub4Sino Policy Paper 2026/1, Garlick and Senz explained how China is altering 
the international landscape by systematically establishing new norms and alliances 
throughout the Global South. Their analysis demonstrated that China’s engagement strat-
egy, which relies heavily on trade, practical infrastructure investments, and a principle 
of non-interference, is proving successful because it aligns closely with the immediate 
economic needs of developing countries. This creates a challenge to the Western-led lib-
eral international order. [1]  This paper provides a case study examining how these broader 
dynamics are reflected in Peru’s recent strategic shift towards Beijing.

Over the past decade, Latin America’s geopolitical and economic landscape has changed 
significantly. Historically, the Andean region was regarded as an area of strong US in-
fluence. However, China has steadily expanded its economic and political engagement 
across the continent through trade, investment and initiatives such as the Belt and Road 
Initiative (BRI). By offering infrastructure financing and emphasizing economic coopera-
tion without interfering in domestic political affairs, Beijing has become a major partner 
for many Latin American countries.

Peru illustrates these broader regional trends, as the country has moved beyond its tra-
ditional position as a close partner of the US by diversifying its foreign and economic 
relations and seeking to position itself as a logistical hub for South America. [2]  Growing 
economic ties with China, particularly through major infrastructure projects such as the 
Port of Chancay, have strengthened Peru’s role as an important destination for Chinese in-
vestment in the region.[3]  These developments have important implications for the EU. As 
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Latin American countries deepen their engagement with China while pursuing increas-
ingly diversified foreign policies, the EU must adapt its approach to the region. Maintain-
ing economic and political relevance will require identifying areas where the European 
model of cooperation can complement the priorities of Latin American partners in an in-
creasingly multipolar environment.

The drivers of Peru’s policy shift

Drawing on a study of Latin America’s geopolitical landscape between 2015 and 2025, 
based on a discourse analysis of Peru’s foreign policy guidelines and official narratives 
toward the US and China, it is evident that the region has undergone significant changes. 
Historically, US involvement in Latin America has often been perceived as paternalistic, 
contributing to enduring institutional skepticism. [4]  In the last decade, US foreign policy 
toward the region has been characterized by strategic inconsistency, marked by periods 
of heightened engagement followed by phases of limited attention. While Washington has 
continued to emphasize the importance of maintaining influence in Latin America, its lev-
el of involvement has often fluctuated depending on broader global priorities and domes-
tic political developments. When the US does engage, it often relies on defensive warnings 
against Chinese economic coercion without offering competitive domestic alternatives for 
capital or infrastructure funding. [5]  

Another core challenge was the rise of protectionist trade policies. Although the tariffs in-
troduced during the first Trump administration were primarily aimed at countering China, 
their broader economic effects were also felt by smaller economies integrated into global 
trade networks, with Peru among the countries significantly affected. [6]  While Washing-
ton continued to warn regional partners about the potential risks of overdependence on 
China, it failed to provide a comparable economic alternative or engagement strategy. This 
created a policy vacuum in which Peru increasingly questioned the reliability of its tradi-
tional partner and sought to diversify its external relations. [7]  Consequently, Peru began 
to reassess its foreign policy approach, rebuilding its economic and strategic self-image 
around greater autonomy and the search for more reliable partners. [8]

The Chinese development offer

In contrast, China operates with a highly pragmatic package of statecraft. Beijing provides 
state-backed credit for large-scale physical infrastructure projects that Western financial 
institutions and private capital have largely ignored due to associated risks. [9]  With the 
growing perception of the US as a less predictable partner, Peru increasingly sought to 
diversify its external relations. At the same time, the country faced significant develop-
ment and infrastructure gaps that required substantial investment. China’s willingness to 
provide financing and support for large-scale infrastructure projects created strong incen-
tives for Peru to deepen its economic engagement with Beijing.
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Furthermore, China’s rhetorical appeal has contributed to its growing influence in Latin 
America by framing its engagement as a form of South-South cooperation among devel-
oping nations. Beijing presents its partnerships as based on equality, mutual benefit and 
“win-win” cooperation. This narrative has proven attractive to many Latin American states 
seeking greater autonomy in their foreign relations and alternatives to traditional part-
ners. However, the emphasis on partnership and mutual benefit can also obscure emerging 
patterns of dependency, which can be interpreted as the formation of new core-periphery 
dynamics.[10]

The Chancay port and Peru’s emerging role as a gateway to Asia

Facing significant infrastructure and development gaps, Peru has adopted a more diversi-
fied foreign policy, with China emerging as a key economic partner due to its willingness 
to finance large-scale infrastructure projects aligned with Peru’s development priorities. 
[11]  The Chancay megaport represents the centerpiece of this growing partnership, reflect-
ing Peru’s ambition to strengthen its position as a regional logistics hub and enhance its 
connectivity with global markets. [12] 

Through this port, Peru establishes a direct maritime link to the East, which has repo-
sitioned the country as a gateway to Asia and the Pacific. Funded by massive Chinese 
investment and integrated into the BRI, the port accelerates Peru’s national development 
and connectivity. [13] By acting as a central logistical anchor, the Chancay port allows Lat-
in America to connect more seamlessly with Chinese markets, which has also fulfilled 
Peru’s foreign policy goal of acting as a bridge of stability between the two regions. [14]  As 
Peru pursues greater connectivity, it has increasingly deepened its relationship with Bei-
jing, while the US has lost appeal due to strategic inconsistency and limited infrastructure 
financing. [15]  Although the Chancay port offers significant economic opportunities, its 
long-term benefits are accompanied by socio-environmental challenges, including infra-
structure damage, disruptions to local livelihoods and concerns over debt dependence and 
emerging core-periphery dynamics.

Peru’s foreign policy of strategic autonomy

While Peru has increasingly prioritized its relationship with China, this shift should not be 
interpreted as an attempt to replace one hegemonic partner with another. Rather, Peruvian 
foreign policy reflects a pragmatic foreign policy change that views China primarily as a 
development partner capable of delivering tangible economic benefits. Official discourse 
therefore consistently emphasizes infrastructure, trade, investment and connectivity, 
which frames the cooperation with Beijing as a means of achieving national moderniza-
tion. [16]  In this sense, China’s attractiveness stems less from its status as a rising great 
power than from its willingness to finance large-scale development projects, such as the 
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Chancay Port, without imposing extensive political conditionalities.

However, Peru remains aware of the risks associated with excessive dependence on any 
single external partner. For example, deeper cooperation with China has raised concerns 
related to environmental and social impacts, particularly in the mining sector, as well 
as issues of transparency and corruption. [17]  For this reason, Peru’s 2024 foreign policy 
guidelines emphasize the importance of maintaining a pragmatic and autonomous ap-
proach to its external partnerships. [18] 

While China has become its leading economic partner, Peru continues to maintain import-
ant ties with the US in areas such as security cooperation, counter-narcotics efforts and 
education. [19]  Its foreign policy therefore reflects a strategy of diversification, seeking to 
maximize the economic benefits of cooperation with China while preserving a construc-
tive relationship with Washington. At the same time, Peru’s deepening relationship with 
Beijing represents a pragmatic choice for national development rather than an ideological 
realignment. Throughout its foreign policy guidelines and official discourse, Peru consis-
tently reaffirms its commitment to democracy, human rights and the rule of law, thereby 
preserving its identity as a democratic state. [20]  Consequently, while China is valued as 
a partner for infrastructure and trade, Peru’s foundational political values remain aligned 
with the US and the broader Western order. 

The Peruvian case also carries broader implications for Latin America. First, it suggests 
that regional governments increasingly evaluate external partners according to their abil-
ity to deliver concrete developmental outcomes rather than based on ideological or norma-
tive alignment. Next, it highlights the growing importance of strategic diversification, as 
Latin American states seek to reduce their vulnerability by maintaining productive rela-
tions with multiple major powers instead of relying exclusively on a single patron. Finally, 
Peru demonstrates that the intensifying rivalry between the US and China has expand-
ed the diplomatic space available to Latin American countries, allowing them to exercise 
greater agency and negotiate partnerships that better reflect their own national interests. 
As a result, Latin America should not be viewed merely as an arena for great power compe-
tition, but as a region whose states are actively pursuing their own strategic and economic 
interests in an increasingly multipolar world.

EU’s environmental approach as an alternative to extractive models

These developments also carry implications for the EU. If Latin American states are in-
creasingly guided by pragmatic development priorities and diversified foreign policies, the 
EU will need to adapt its engagement accordingly. Understanding Latin American coun-
tries as strategic actors rather than passive recipients of external influence is essential for 
developing an effective and mutually beneficial partnership with the region.
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While Chinese state-owned enterprises provide massive infrastructure and mining in-
vestments, they frequently fall short of environmental and social standards. In Peru, Chi-
nese-operated projects like the Las Bambas copper mine have sparked recurrent socio-en-
vironmental conflicts. [21]  Local communities frequently protest over land access, dust 
and noise pollution and the depletion of water resources in vulnerable high-Andean wet-
lands, noting that neighboring indigenous communities often lack safe access to water 
while the mine seamlessly secures its own permits. [22] 

Additionally, projects like the Chancay port have caused severe physical and ecological 
collateral damage, including sunken streets, cracked houses, paralyzed local fishing and 
the expansion of extractive logistics networks that threaten to push the Amazon rainforest 
over the edge. [23]  The EU should therefore highlight the environmental and social risks 
associated with such investment practices and position itself as an alternative partner by 
promoting sustainable investment models that place greater emphasis on local communi-
ties and long-term development outcomes.

Building a Competitive EU Partnership Model for Peru

Peru’s government recognizes the risks of excessive dependence on a single partner and 
actively seeks “strategic autonomy” to safeguard its political independence.  While Chinese 
capital is highly attractive, the lack of transparency in inter-state loans and the asymmet-
rical nature of these trade agreements may expose Peru to debt diplomacy and an unbal-
anced core-periphery dependency. [25] The EU should take advantage of this opportunity 
to deepen its engagement with Peru by supporting the country’s long-term development 
priorities. Greater cooperation in areas such as technology transfer, innovation and sus-
tainable industrial development could strengthen Peru’s domestic capacities and promote 
higher-value economic activities. 

To provide a stronger alternative to the BRI, the EU should accelerate the implementation 
of its Global Gateway strategy and strengthen its visibility through concrete projects in 
Latin America. The focus should now be on translating its commitment to mobilize €45 
billion in investments for Latin America and the Caribbean by 2027 into tangible infra-
structure projects that contribute to long-term economic development and regional con-
nectivity. [26] 

In Peru, the Global Gateway already addresses several key development priorities, includ-
ing projects in areas such as water infrastructure, wastewater treatment and renewable 
energy connectivity. [27]  However, to further strengthen its role as a strategic partner for 
Peru, the EU should focus on areas that go beyond traditional infrastructure financing. 
While China has played an important role in developing large-scale transport and re-
source-related projects, the EU can now focus on areas that have received less attention.
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Powershoring and the transition toward value-added industrialization

China’s engagement model in Peru remains heavily skewed toward a primary-export sys-
tem, extracting critical minerals such as copper and lithium to feed its domestic manufac-
turing base while leaving Peru at the bottom of the global value chain. [28]  Concurrently, 
while the EU aims to avoid a policy of extraction, its current investments largely focus on 
implementing greener, more sustainable mining practices rather than transforming the 
underlying economic model. [29] 

To become the preferred partner in Latin America, the EU must move past declaratory 
statements by committing real capital, aligning with local industrial policy and maintain-
ing high environmental and social standards. Crucially, the EU should support “powershor-
ing” by relocating energy-intensive processing to Latin American countries that possess 
abundant renewable energy. [30]  In practice, this requires the EU to pivot toward investing 
in value-added processing and advanced manufacturing within Peru. Rather than limit-
ing financing to raw extraction, European capital should underwrite local refining plants, 
battery component manufacturing and assembly hubs. This change would strengthen lo-
cal economies and demonstrate that European investments are aimed more at supporting 
mutual industrialization than at facilitating the extraction of raw materials. This approach 
should also emphasize that cooperation with Latin American states such as Peru is based 
on an equal partnership, distinguishing it from models of engagement that are often per-
ceived as more hierarchical.

Building digital capacity through EU-Peru cooperation

China has become a primary provider of hard digital infrastructure in Latin America, par-
ticularly in 5G networks. However, the EU is positioned to differentiate its engagement by 
focusing on digital governance and institutional transparency. The EU has already laid a 
strong foundation through the EU-LAC Digital Alliance which includes the extension of 
the BELLA fiber-optic network to Peru in 2026, the newly launched EU-LAC Supercomput-
ing Network for AI and regional satellite initiatives supporting e-government services and 
secure public-sector networks. [31]  

To maximize these investments, the EU should build upon these existing frameworks and 
agreements, such as the 2026 PROINVERSIÓN partnership on AI, by expanding targeted 
support for civic technology, AI-based public procurement auditing and open-source data 
platforms. [32]  This would allow the EU to translate its digital infrastructure rollouts di-
rectly into improved institutional governance and anti-corruption tools for Peru.

Sustainable agriculture and technological innovation

China is a massive consumer of Peruvian agricultural exports, yet it invests negligible 
resources into the long-term sustainability or climate resilience of the country’s food sys-
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tems. Furthermore, Chinese infrastructure projects frequently threaten vital agricultural 
land and water resources. As Peru’s third-largest trading partner and a major importer 
of its vegetable products, fruits and coffee, the EU also exhibits a strategic gap. Its large-
scale infrastructure investments rarely target the technological modernization of the rural 
farming sector. Instead, the current focus lies primarily on ecological sustainability and 
digitalization, which are important areas, but there remains significant untapped potential 
for broader cooperation. [33]  

The EU should therefore focus on investments in precision agriculture, climate-resilient 
crop technology and smart irrigation networks. Deploying this technology to the Andean 
subregion would secure the EU’s own sustainable food supply chains while directly im-
proving the livelihoods of rural Peruvian communities that have often been marginalized 
by the state and exploited by foreign mining interests.

Another recurring vulnerability in China’s regional strategy is the failure to deliver on 
promised social infrastructure. In major initiatives like the Las Bambas mine, Chinese 
companies have frequently promised hospitals, schools and clean water pipelines to local 
communities, only to default on these commitments, triggering severe socio-environmen-
tal conflicts. [34]  Meanwhile, the EU has dedicated significant funding, such as a €15 mil-
lion commitment in 2023, to “soft” social protection. [35] 

However, this assistance predominantly takes the form of policy reform and social pro-
gramming rather than the construction of tangible community infrastructure. The EU 
could adapt its approach by placing greater emphasis on hard social infrastructure. While 
investing in integrated community centers, modern regional hospitals and advanced vo-
cational schools in rural and mining-adjacent areas, the EU could visibly address develop-
mental needs that have often remained unmet by Chinese state-owned enterprises.

Conclusion

As outlined by Garlick and Senz, China is successfully altering the international landscape 
across the Global South by establishing new institutional norms and offering practical, 
coordinated development packages that directly address the material needs of developing 
nations. [36]  The Peruvian case provides specific, evidence of this broader trend in action, 
offering a window into a structural transformation across Latin America. Moving away 
from reliance on traditional alliances with the US, Lima has adopted a pragmatic posture 
that prioritizes national modernization and infrastructure financing. The completion of 
the Chancay megaport stands as a manifestation of this shift, which has repositioned Peru 
as a logistical bridge between South America and the Asia-Pacific.

This realignment was not driven by ideological convergence with Beijing, but rather by 
a structural vacuum left by Washington’s strategic inconsistency and protectionist turn. 
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Where Western institutions offered defensive warnings about dependency, China delivered 
capital and a compelling narrative of South-South cooperation. However, Peru’s pivot does 
not represent a simple replacement of one hegemon with another. The state continues to 
safeguard its democratic foundation, which maintains its ties with the West. At the same 
time, Peru pursues active diversification to avoid overdependence on any single power.

For the EU, this multipolar reality demands an evolution in diplomatic and economic 
strategy. Declaratory statements and normative diplomacy alone cannot compete with 
capital-intensive infrastructure. To present a viable alternative, the EU must translate its 
values into tangible investments under the Global Gateway by funding hard social infra-
structure, supporting domestic industrialization over raw extraction and sharing critical 
technologies. Ultimately, Latin American states are no longer passive arenas for great 
power rivalry. A high-standard, sustainable partnership would empower Peru’s strategic 
autonomy and serve as the EU’s model for future engagement across the Global South.
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Europe is looking at China’s biotech rise through the wrong lens. By focusing 
on pharmaceuticals and metrics such as trial volumes, patents, and capital, it 
risks reducing China to a benchmark rather than a system to be understood.

Much of China’s biomedical surge has been driven by intense “involution”: hy-
percompetition that produces speed and volume alongside duplication, price 
pressure, and uneven innovation.

China’s ambition extends well beyond pharmaceuticals. Beijing is positioning 
biomanufacturing as a manufacturing paradigm tied to industrial upgrading 
and technological self-reliance.

Geopolitical decoupling is pushing multinationals toward separate Chinese 
and Western supply chains, investments, and research. Yet the dichotomy be-
tween “European” and “Chinese” biotech is misleading, as many multinationals 
remain deeply embedded in China’s ecosystem.

The EU’s advantage may lie less in matching China’s speed than in shaping the 
rules of biotechnology, drawing on its strengths in ethics, transparency, regula-
tion, and accountability.

The Wrong Lens: Why Europe Misreads China’s Bio-
technology Rise

by Anja Senz 
& Zhu Yi
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Introduction

Biotechnology is rapidly emerging as the next arena of geopolitical competition. After elec-
tric vehicles and artificial intelligence, China’s rise in biotechnology is viewed in Washing-
ton and Brussels not only as an economic challenge but as a strategic one. According to 
an estimation from Harvard Belfer Center in 2025, among five critical technology sectors, 
“China has the most immediate opportunity to overtake the United States in biotechnolo-
gy.” [1] In the United States, the issue has been framed as a national security concern. The 
BIOSECURE Act, folded into the 2026 defense authorization, is presented by its proponents 
as “an important first step to protect the industry and our critical supply chains from in-
terference by our nation’s adversaries.” [2]

While biotechnology spans a diverse spectrum of branches covering pharmaceuticals 
(red), industry (white), and agriculture (green), [3] international scrutiny of Chinese com-
petitiveness centres primarily on the medical domain. Like the US, Europe has recognised 
the same trend but drawn a different conclusion. As one commentary put it, “faced with 
rising competition from China, the European Union has adopted a defensive posture, in 
contrast to the more offensive stance taken by the United States”.[4]  In late 2025, the Euro-
pean Commission proposed Biotech Act I. With a primary focus on health sector, it frames 
the challenge largely as an internal one and seeks to amend several existing EU legal in-
struments. In the Commission’s account, the central problem is European regulatory fric-
tion: slow approvals, fragmented clinical-trial authorisation, limited venture capital, and 
difficulty to scale. [5] China appears in this narrative less as an adversary than as a mirror 
and a model—a demonstration of what becomes possible when the state clears a path for 
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biotechnology. The supporting evidence is by now ritually citied: China’s share of indus-
try-sponsored clinical trials rose from roughly 5 percent in 2013 to 18 percent a decade 
later; [6] patent filings, R&D spending, and the share of novel drug candidates originating 
from Chinese firms have all expanded sharply. [7]

That story is not wrong about the direction of change. But the European reading of China’s 
biotechnology rise remains incomplete because it is filtered through the indicators Europe 
itself values: clinical-trial volumes, publication output, patent filings, regulatory approval 
times, and venture-capital flows. This narrow, quantitative lens reflects not only Europe’s 
policy priorities but also the influence of its existing industrial structure. China is there-
fore often reduced to a benchmark against which Europe’s competitiveness is measured, 
rather than examined as a complex and evolving political-economic system in its own 
right.

More importantly, the dominant narrative flattens a genuinely intertwined global system 
into a binary of us versus them. The reality is a dense web of different incentives and in-
terest from different players across the globe: Western capital finances Chinese biotech 
firms; International pharmaceutical giants license Chinese molecules to offset their own 
patent cliffs; and Chinese firms rely on Western regulatory validation to unlock the value 
of their assets. To read this system as a simple contest between “European” and “Chinese” 
biotechnology is to misunderstand the object of analysis before the analysis has begun.

This article therefore pursues five analytical lines of inquiry: first, to examine dynamics 
within Chinese biomedicine that are largely absent from Europe’s narrative; second, to 
reconstruct China’s expansive conception of biotechnology; third, to analyse China’s own 
reading of the biotechnology value chain and the links it sees as in need of breakthrough; 
fourth, to assess both the risks generated by China’s rise in biotechnology and those aris-
ing as intensifying geopolitical tensions reshape a highly globalised industry; and fifth, to 
draw out policy recommendations for the European Union.

Involution, Not Innovation, as the Driver of China’s Biotech Growth

China’s vision for biotechnology extends well beyond the health sector, as the next section 
demonstrates. The present section examines the pharmaceutical segment because it has 
been the principal focus of European assessments of China’s innovation capabilities.

In industry parlance, “biotech” usually denotes small and mid-sized firms engaged in dis-
covery and early-stage clinical work, while “Big Pharma” refers to the multinationals that 
acquire such discoveries and possess the regulatory, clinical-trial, and manufacturing 
capabilities needed to commercialise them. [8] European attention has focused above all 
on the recent expansion of Chinese biotech: according to Goldman Sachs, 46 percent of 
new drug molecules entering human trials in the first half of 2025 originated with Chinese 
companies, and multinationals now source close to a third of their externally acquired 
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candidates from China. [9]

But multinationals are not buying on impulse. The main driver of Big Pharma’s appetite for 
external drug candidates is the patent cliff: the sharp revenue decline that follows when 
a protected drug loses exclusivity. Because a small number of products account for most 
large manufacturers’ drug revenues, the expiry of just two or three blockbuster patents can 
create a gap that internal pipelines cannot fill in time. [10] Chinese assets are among the 
cheapest ways to bridge that gap. According to PhRMA, early-stage studies in China run 
roughly half as fast and 40 percent cheaper than in the United States. [11] Western analysts 
attribute this to China’s “competitive advantage”: a much larger patient pool, which makes 
recruitment faster and cheaper, as well as lower costs for research labour and computa-
tion. [12]

What this account misses is the explanation offered by Chinese industry insiders, and 
increasingly Chinese regulators, for why this pipeline is simultaneously broad, fast, and 
shallow. Their answer is involution ( , neijuan): hypercompetition in which too many firms 
crowd into the same opportunities, drive one another to the margin on price, and generate 
volume without corresponding value. [13] Involution is a phenomenon bearing down on 
almost every Chinese industry, from photovoltaics and electric vehicles, where intense 
competition has driven the same race to the bottom. [14] Pharmaceutical development, 
however, is particularly ill-suited to such conditions. Bringing a novel therapy to market 
typically takes around a decade and costs US$1 billion, [15] with a high probability of fail-
ure—a risk profile fundamentally at odds with compressed timelines and eroding margins.

It is therefore unsurprising that Chinese firms often concentrate on validated targets and 
established modalities rather than on genuinely first-in-class innovation. PD-1 inhibitors 
are the clearest example. After Bristol Myers Squibb and Merck each brought a break-
through PD-1 cancer therapy to market in 2014, more than half of the world’s PD-1 pro-
grammes were being developed by Chinese firms within a few years, and most simply 
repeated studies already conducted on the two American drugs. [16] Chinese industry com-
mentators themselves describe the class as a textbook case of irrational involution: herd 
behaviour around a fashionable target, homogeneous competition, price-cutting, and de-
clining innovative value. [17]

A newer hotspot is antibody-drug conjugates (ADCs)—complex cancer drugs that combine 
an antibody with a toxic payload to target tumour cells more precisely. After Daiichi San-
kyo and AstraZeneca’s Enhertu was approved in 2019, Chinese biotechs moved quickly: 
by 2025, they had launched more than 500 ADC programmes, accounting for roughly 40 
percent of the global pipeline. [18] As industry participants acknowledged in a 2023 dis-
cussion, ADCs offered an “excellent opportunity for me-too, fast-follow and best-in-class 
development.” Technically, ADC manufacturing is highly complex, and where high labour 
costs deter developed countries, Chinese teams proved “willing to put in the painstaking 
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work”. [19] But the field quickly converged on the same few fashionable targets, produc-
ing a worrying bubble. In some cases, Western partners have returned assets, and doubts 
have grown about the reliability of Chinese clinical data. “China’s ADC bubble is bursting,” 
warned a 2025 commentary carried by PhIRDA, the sector’s own innovation association. 
[20] 

Not even monkeys are spared by irrational involution. In July 2026, the price of laboratory 
monkeys in China reached a record high of more than €20,000, roughly double the level a 
year earlier, and companies competed to hoard them. [21] The boom reflects rising biotech 
activity, but Chinese analysts read it as another sign of irrational competition: too many 
firms pursuing too many similar projects. [22] The ethical cost is rarely counted, though 
duplicative pipelines also consume the lives of laboratory primates.

Tackling involution is now the government’s own stated position. In 2025, a senior official 
acknowledged that many domestic drug developments are heavily follow-on products and 
often lack obvious clinical value, and a 16-measure package was explicitly framed around 
avoiding “involutionary competition”. [23] Yet Chinese analysts argue that involution is 
also a product of regulatory acquiescence: reforms since 2015 sharply improved review 
efficiency without creating meaningful entry thresholds or robust clinical-value screening 
for incremental innovation, allowing me-too filings to flood the system. [24] 

The same pressure affects research quality. Chinese media have reported what they call 
“chaos in clinical trials” (临床试验乱象), [25] including corruption and data falsification. 
The distortion extends into the academic literature, where many biomedical research 
areas involve numerous experimental steps and large datasets, making them “high-risk 
zones”  for fabrication. [26] In 2026, a former doctoral student in biology used social media 
to expose a series of academic fraud cases, triggering a national sensation. He implicated 
deans and senior scholars at several leading universities in data fabrication across Na-
ture-family journals, prompting swift investigations and dismissals. [27]  The debate that 
followed went beyond individual misconduct to the deeper incentives of an academic re-
ward system that prizes quantity over quality.

This is not, however, the only reading available in the Chinese debate about involution. 
Senior figures, including former regulators, argue that what now looks like wasteful over-
competition also served a developmental function: in a phase of “wild growth” (野蛮生长), 
[28]  crowded competition helped a young industry build and validate the platforms that 
now support its licensing success. [29] The two readings are not mutually exclusive. Invo-
lution may have been both wasteful and formative. What is striking is that neither reading 
is visible in European policy discourse on China’s biotech boom.

None of this diminishes China’s biomedical surge or its contribution to human health. It 
does, however, show that equating volume with quality is analytically unsound. Europe’s 
declining share of clinical trials and research spending reflects a global cost-and-scale ar-
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bitrage at least as much as any deficiency in regulatory speed, which is why shaving days 
from the Clinical Trials Regulation clock is unlikely to change the picture unless Europe is 
willing to replicate China’s own era of wild growth.

“Biomanufacturing makes everything” – China’s own vision on biotech-
nology

As analyst already stated, there are different terms surrounding biotechnology that can be 
confusing. [30] For the EU’s agenda, the Biotech Act I with biopharma has been viewed as 
the centrepiece of its broad strategy, [31] with a deferred Biotech Act II (due in late 2026) to 
extend the framework to industrial biotechnology and biomanufacturing. [32]

China’s vision of biotechnology is broader still. It is organised around the very category the 
EU has deferred: biomanufacturing (生物制造), understood not as a sector but as a manu-
facturing paradigm. The slogan that recurs across Chinese industry conferences captures 
the ambition better than any technical definition: 生物制造，制造万物 — “biomanufactur-
ing makes everything”. [33] 

“No less important than semiconductors”

From the 1980s onward, as biotechnology moved from the laboratory into industry, post-re-
form China sought to catch up with the world’s technological leaders. In March 1986, the 
Central Committee approved the National High-Technology Research and Development 
Plan (the 863 Programme), identifying biotechnology as one of seven priority high-tech-
nology fields. [34]

Where early policy treated biotechnology primarily as a scientific domain recent strate-
gies have increasingly framed biotechnology, the bioeconomy, and biomanufacturing as 
an integrated industrial agenda. The 13th Five-Year National Science and Technology In-
novation Plan (2016), for example, positioned biotechnology innovation as a driver of life 
sciences, biomanufacturing, and bioenergy, with the explicit goal of strengthening the bio-
economy’s international competitiveness. [35]

By the 14th Five-Year Bioeconomy Development Plan (2022), biomanufacturing had been 
elevated to a strategic emerging industry, tasked with embedding biotechnology across 
chemicals, pharmaceuticals, materials, and light industry. [36]

The recommendations for the 15th Five-Year Plan (2025) gave biomanufacturing unprece-
dented prominence. In People’s Daily ‘s reading, it occupies a “dual position in top-level de-
sign.” Under the goal of “accelerating high-level science-and-technology self-reliance,” it 
is identified as one of six core technologies to be advanced “with extraordinary measures” 
across the entire value chain. Under the goal of “building a modern industrial system,” it 
is designated a future industry to be developed in advance as a new engine of growth. [37]
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The enthusiasm this has generated within the industry is easy to imagine. Advocates con-
tend that biomanufacturing is, strategically, “no less important than semiconductors,” and 
they advance four principal claims.

First, they cast it as the foundation of China’s manufacturing upgrade, capable of trans-
forming virtually every industrial sector. Second, they present it as the lowest-carbon 
pathway, one that could offset China’s structural resource constraints, above all its de-
pendence on imported oil and its shortage of arable land. Third, they see it becoming the 
single largest emerging industry, citing estimates that the United States alone is planning 
a biomanufacturing sector worth some USD 30 trillion—in effect, “building a second Amer-
ican economy.” Finally, and perhaps most tellingly, they argue that it can absorb capital on 
an enormous scale, offering the largest new investment outlet in the wake of the property 
market’s collapse. [38]

The (Dis)advantages of Vagueness

Local governments have been eager to demonstrate their enthusiasm as well, each issu-
ing its own biomanufacturing development plan. Yet China’s vague definition of the field 
sometimes produces unintentionally comic results. Traditional Chinese medicine (TCM), 
for example, is routinely folded into the biopharmaceutical portfolio. By any conventional 
definition, however, herbal decoctions are not biomedicine, which relies on modern en-
gineering to modify organisms or their components. But when categories are elastic and 
political incentives favour large numbers, the categories tend to expand.

In 2024, the Tianjin Institute of Industrial Biotechnology at the Chinese Academy of Sci-
ences (CAS) —the country’s leading institute in the field—published its White Paper on 
China’s Industrial Biotechnology Development. [39]  In estimating China’s biomanufactur-
ing size, it folded large parts of TCM and chemical pharmaceuticals, with the result that 
medicine and health appeared to account for roughly three-quarters of the entire field. The 
figures were subsequently reproduced in overseas research. [40] The 2025 edition of the 
White Paper corrected the problem by adopting what it described as a “narrow statistical 
definition”, reducing the output value of the medicine-and-health segment by more than 
half. Under the revised taxonomy, the segment accounts for about RMB 4.55 trillion of a 
biomanufacturing industry worth roughly RMB 10 trillion. [41]

And yet China’s broad-brush approach also carries strategic advantage: Loose definitions 
dissolve inherited sectoral boundaries and leave room for industries that do not yet ex-
ist. The EU’s biotechnology agenda, by contrast, reads like the handwriting of incumbent 
industries. Act I bears the fingerprints of pharmaceuticals; Act II is organised around an 
inventory of established markets: chemicals, plastics, fibres, construction materials, and 
fertilisers. It maps an industrial structure that already exists and already has representa-
tion in Brussels. China’s conceptual vagueness is a genuine analytical weakness where 
precise measurement is required, and a genuine strategic strength where it comes to cre-
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ating space for what has not yet emerged.

Reading the chain, not the sectors

Perhaps the clearest lens onto how China conceives of biomanufacturing is the work of 
Tan Tianwei (谭天伟), a leading biotechnologist at the Chinese Academy of Sciences. Rath-
er than dividing the field into industrial sectors, Tan and his colleagues conceptualize it 
as an integrated value chain. [42]  In their framework as illustrated in figure1, an upstream 
“methods” layer—laboratory experiment, computation, and artificial intelligence—sup-
ports the core stages of the chain: raw-material supply; a production platform built on mi-
crobial strains and enzymes; equipment and process engineering; product management; 
and waste treatment. Only at the downstream end does the chain fan out into application 

sectors: energy, chemicals, materials, food, agriculture, pharmaceuticals, cosmetics, and 
industries yet to emerge.

Fig. 1: Framework of the Biomanufacturing Industry Chain. 
Source: Own illustration based on Yun, Chen and Tan. [43]

Where sector-oriented perspectives tend to fixate on individual outputs, such as drug-li-
censing deals, this framework is more useful for identifying where an industrial system is 
exposed and which links are weak.

According to Tan and other Chinese researchers, the first vulnerability lies in raw-material 
supply. Roughly 90 percent of China’s initial inputs come from corn and other grain crops, 
placing biomanufacturing in direct tension with food security. Non-grain biomass and in-
dustrial waste would be preferable alternatives, but they remain largely unindustrialized. [44]



259 EuroHub4Sino Policy Paper 2026/17

The platform layer, built around microbial strains and enzymes, presents a clear paradox. 
China accounts for more than 70 percent of the world’s basic fermentation capacity, a sta-
tistic Western analysts often cite when warning that Europe is losing “the next industrial 
race.” [45] Yet China imports more than three-quarters of the core enzyme preparations on 
which its fermentation industry depends, and Chinese analysts worry about the foreign 
“near-monopoly” in high-end food and detergent enzymes, [46] led by firms such as No-
vonesis (Denmark) and BASF (Germany). [47] One Chinese paper points to a further sore 
spot: in several areas where China leads the world, more than 80 percent of the industrial 
strains in use are unlicensed, exposing the sector to intellectual-property risk. [48] Down-
stream, the pattern repeats. High-end equipment remains heavily import-dependent, with 
the market split between German and US suppliers; and the market for high-end control 
systems and industrial software is dominated by Western firms as well, Siemens alone 
holding roughly 20 percent market share of the global programmable logic controller. [49]

Without question, under the banner of self-reliance, China is directing “extraordinary mea-
sures” toward the very links in its value chain that it considers weakest. One example is 
the drive to “break through a batch of landmark technological equipment.” To this end, the 
Ministry of Industry and Information Technology (MIIT) and CAS launched a joint pro-
gramme covering reactor systems, key components and consumables, and industrial op-
erating systems. By late 2025, it had shortlisted around 28 projects to develop cheaper, 
higher-performance equipment. [50]

The push extends beyond equipment. In July 2025, MIIT and the National Development 
and Reform Commission (NDRC) set a target of establishing 20 pilot-scale biomanufactur-
ing platforms by 2027. A subsequent notice designated 43 companies to build pilot plants 
and mapped priorities across the sector, from raw materials and equipment to downstream 
products, spanning six key areas and 37 industry directions. [51]

Another paradox lies in talent:  The West envies China’s deep bench of inexpensive, ca-
pable junior engineers, while Chinese planners worry about the thin upper layer of inter-
disciplinary specialists spanning biology, chemistry, engineering, and computer science. 
[52] For two decades, China’s strongest students tended to avoid biotechnology. Biology, 
chemistry, materials, and ecology are known among high-school graduates as the “four 
great pits” (四大天坑) of STEM: [53] demanding, poorly paid, and eclipsed first by the coun-
try’s internet boom and now by artificial intelligence. Whether elevating the field to a na-
tional strategic priority will reverse that calculus remains an open question, but the sys-
tem adapts quickly. After the 2026 college entrance examinations, the education ministry 
added a dedicated undergraduate major in biomanufacturing. Beijing is also buying talent 
at the top of the market, recruiting European Nobel Prize laureates and [54] welcoming 
Chinese-American scientists leaving the United States amid the disruptions of the Trump 
years.
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Risks and Side Effects

In the past decades, biotechnology has been deeply globalized, with talent, capital, data, 
and research flowing across borders in pursuit of scientific and commercial opportunity. 
That model is now under growing strain. Although this article focuses on China and com-
pares its approach with that of the EU, the United States is the decisive third actor because 
its policies increasingly shape the strategic choices of both European and Chinese com-
panies.

One company, two systems

The U.S. BIOSECURE Act, enacted in 2025, restricts federal agencies from procuring goods 
or services from designated “biotechnology companies of concern,” a category aimed pri-
marily at firms with links to the Chinese state. [55]  Although formally a procurement mea-
sure rather than a trade ban, its practical influence extends far beyond government con-
tracting. Few multinationals, including those from Europe, can afford to lose access to U.S. 
federal funding, research partnerships, or the world’s largest pharmaceutical market.

The side effect of the tightening regulatory scrutiny is the emergence of what might be 
called “one company, two systems”. Multinational firms increasingly operate separate 
business models for China and the United States. AstraZeneca, for example, has commit-
ted more than US$15 billion to Chinese research and manufacturing through 2030 while 
simultaneously building independent supply chains for the U.S. and Chinese markets. [56] 
Germany’s Merck KGaA has adopted an “in China, for China” strategy (borrowed from Ger-
man carmakers), producing largely for the domestic Chinese market and minimizing reli-
ance on imported inputs, particularly from the United States. [57]

Whether this balancing strategy remains viable is increasingly uncertain. Washington is 
steadily expanding its biotechnology security agenda. Proposed legislation, including the 
Biotech Investment National Security Act (BINSA), would subject outbound biotechnology 
investments and pharmaceutical licensing agreements to national security review. [58]  At 
the same time, U.S. policymakers are scrutinizing the extensive use of Chinese clinical 
trial sites by big pharma and considering restrictions on the acceptance of clinical data 
generated in China for regulatory approval. [59] Together, these measures signal a shift 
from regulating products to regulating investment, knowledge, and data flows.

The backlash risks run the other way too. In Beijing the governing logic is sovereignty over 
biological resources and genetic data. China’s Biosecurity Law, Human Genetic Resourc-
es (HGR) Regulation, [60] and related legislation require foreign companies to collaborate 
with Chinese partners when collecting or using Chinese human genetic resources and im-
pose strict controls on cross-border transfers of genetic materials and associated data. The 
broader policy objective is to keep strategically valuable genetic resources under domestic 
control while continuing to attract foreign investment and technology. [61] For multina-
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tional companies, this creates structural risks, including constraints on data ownership, 
intellectual property, and the management of commercially sensitive research. 

Set against both, the EU’s central preoccupation remains closing the innovation gap rather 
than treating biotechnology as an instrument of national security. Biological and health 
data are governed principally through horizontal frameworks such as the GDPR and the 
European Health Data Space, which prioritize privacy, ethics, and research rather than 
sovereign control over genetic resources. Recent initiatives such as amendments to the 
Dual-Use Regulation and the Biotech Act I have introduced elements of biosecurity and 
research security. Nevertheless, the Union has no HGR-style regime, no EU-wide out-
bound-investment screen, and no procurement bar comparable to the American one.

Ethical governance: development first, governance later

Beneath geopolitical competition lies a deeper divergence in how biological risk is un-
derstood. Chinese governance is organised around the concept of anquan (安全), which 
merges the English notions of safety (protection against accidents) and security (protec-
tion against deliberate misuse) within the framework of state security. [62] In practice, 
this approach often places greater weight on national objectives than on individual rights, 
leaving persistent grey areas in research ethics, data governance and accountability. More 
broadly, China’s regulatory model has frequently been described as “development first, 
governance later” (先发展，后治理): innovation is encouraged first, with oversight follow-
ing in response to emerging risks.

The 2020 Biosecurity Law, enacted in the wake of Covid-19, consolidated previously frag-
mented legislation, yet Chinese scholars continue to identify significant shortcomings: 
a lack of concrete legal instruments, fragmented inter-agency coordination, limited ac-
countability, and insufficient professional training and public-awareness efforts, even as 
the rapid advance of biotechnology poses ever-new challenges for risk assessment and 
governance. [63]

These weaknesses became starkly visible in July 2026, when Science published a lengthy 
investigation revealing the death of a young girl who had received an experimental brain 
gene-editing therapy at a Shanghai hospital in 2025. The trial had proceeded under the 
hospital’s own ethics approval rather than national regulatory review, despite animal stud-
ies that reportedly identified serious safety concerns shortly beforehand. Her death was 
never publicly disclosed, even when the research team published supporting preclinical 
results in Nature in 2026, and even as the trial registry continued to list the study as “re-
cruiting.” The hospital paid a modest fine to a local authority; the lead investigator was not 
publicly sanctioned. [64] Coming seven years after the He Jiankui gene-editing scandal, 
[65] the episode suggests that, despite substantial legislative reform, persistent gaps re-
main in ethical oversight, research transparency and institutional accountability.
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Conclusion and Policy Recommendations

China’s biotechnology and biomanufacturing sectors are evolving rapidly, and Europe’s 
first task is to take off its own spectacles and study that trajectory more openly. Otherwise, 
it risks repeating earlier strategic misjudgements: The EU read China’s push into electric 
vehicles largely through the single lens of emissions reduction, overlooking broader objec-
tives such as reducing dependence on imported oil, upgrading industry capabilities, and 
integrating digital technologies into future mobility. By the time these wider ambitions 
became fully apparent, Chinese firms had already secured leading positions in global value 
chains.

Avoiding a similar mistake in biotechnology requires a stronger commitment to rigorous, 
empirically grounded research capable of grasping the full dimension. The current dis-
course is flattened into a binary of “us” and “them.” In reality, multinationals, big pharma 
above all, have invested in China for years and maintain a deeply symbiotic relationship 
with Chinese contract manufacturers and biotech, forming an integral part of the very eco-
system Europe views as foreign. Neither uncritical admiration nor demonisation serves 
any purpose; both are captured by emotional narratives that neither capture the complex-
ity of the industry’s evolving political economy nor provide a sound basis for anticipating 
its future.

A more productive European strategy would combine strategic awareness with selective 
engagement. This requires a systematic mapping of China’s biotechnology ecosystem: its 
industrial actors, research institutions and universities, financing mechanisms, policies 
at different levels, and international partnerships, alongside a clear-eyed identification of 
where cooperation advances the public interest and where genuine security risks lie.

Finally, Europe should recognise that it possesses comparative advantages of its own. 
While China’s biotechnology ecosystem has demonstrated remarkable speed and scale, 
the EU has long-established strengths in research ethics, regulatory governance, transpar-
ency and accountability. Closer collaboration between European and Chinese universities, 
regulators and researchers on bioethics, responsible innovation and governance could 
strengthen ethical awareness, improve implementation standards, and promote greater 
transparency and accountability across the field. Such cooperation would not eliminate 
geopolitical competition, but it could help shape a biotechnology order that serves the 
global system rather than any single competitor within it.
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Treat logistics data infrastructure as critical infrastructure. The platforms and 
standards carrying information about goods flows should enter EU resilience 
and economic-security reviews on the same footing as ports, pipelines and net-
works. A dependency in the data layer is a dependency, even when no asset 
changes hands.

Screen data-layer agreements at European ports. The Ports Strategy commits 
the Commission to criteria and guidance on foreign ownership and control of 
ports identified as strategic dual-use infrastructure.[13] That guidance should 
cover data and software agreements, not only equity stakes. Memoranda be-
tween EU ports and foreign state-run logistics platforms are today concluded 
port by port, with no European overview of what flow data leaves the Union.

Deliver eFTI as one European capability, not 27 national silos. From 9 July 2027 
member state authorities must accept electronic freight transport information, 
and implementation is proceeding through national gates built separately.[6] 
Without binding interoperability across them, Europe will digitise paper with-
out gaining a shared view of its own flows.

Bring the transport-chain data guidelines forward, and give them binding force. 
The Ports Strategy promises EU guidelines for data sharing in the transport 
chain by 2028 — a year after the eFTI obligation begins.[13] Reversing that se-
quence, and connecting eFTI gates, the maritime single window and the cus-
toms data hub in a federated architecture, would give European authorities and 
firms a symmetric view of flows. Federation, not centralisation, is the design 
lesson of the failed private platforms, and the Ports Strategy concedes it.

Attach flow-data obligations to the customs reform. Removing the EUR 150 
exemption and imposing the interim duty address revenue. Access to ship-
ment-level data from non-EU e-commerce platforms should be secured in the 
same reform, while the customs data hub is still being designed ahead of its 
arrival in mid-2028.[9][10]

Monitor China’s logistics-data standardisation systematically. LOGINK’s inter-
national agreements, its contribution to an ISO standard for visibility data in-
terchange between logistics information service providers, and China’s wider 
standards diplomacy in transport data deserve the foresight attention the EU 
now gives to AI governance and technical standards.[1]

Policy recommendations
The following recommendations address the governance gap that opens when glob-
al value chains are coordinated through data infrastructure that Europe uses but 
does not control. They move from recognition of the problem to the instruments 
already available within the current EU agenda.

Governing the Data Layer:China’s Digital Logistics In-
frastructure and Europe’s Visibility Gap

by Sławomir 
Wyciślak
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Introduction

European debates about dependency on China concentrate on physical inputs: semiconduc-
tors, batteries, rare earths, and the ports that move them.[19] This paper argues that the co-
ordination of global value chains has meanwhile shifted into a layer those debates reach 
only late: the data layer. China is building systematic advantage there while Europe regulates 
without building.

The data layer of global value chains is the infrastructure of visibility: the platforms, stan-
dards and databases that carry information about goods flows and thereby coordinate 
them. Whoever controls this layer influences priorities, prices and the allocation of capa-
city without owning a single vessel or warehouse. Control of flows increasingly follows 
from control of data about flows, not from ownership of assets.

That formulation is no longer only analytical. The Commission’s EU Ports Strategy of 4 March 
2026 devotes a section to digital autonomy for economic security and states that “whoever 
controls the data also controls the flows”, noting that European operators are “often depen-
dent on foreign hard- and software, with much of the bloc’s data stored outside the EU”.[13] 
The premise is now official European policy; the instruments are not. The Strategy answers 
with guidelines on transport-chain data sharing by 2028, a cybersecurity risk assessment 
by 2027, and criteria on foreign ownership of strategic port infrastructure. It names no third 
country anywhere in the text.

This paper takes that premise seriously and asks what follows from it. Chinese state and 
platform actors observe European goods flows in growing detail, while Europe has no sym-
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metric insight into Chinese flows and no shared view of its own. This is a strategic depen-
dency of the same class as raw-material dependencies, but one that appears in no trade 
statistic and triggers no screening instrument.

The timing gives the argument its urgency. The main European instruments for freight 
and customs data enter into force between 2025 and 2028, so their architecture is being 
decided now. The paper traces how China builds its position in the data layer, examines 
the European response, and closes with the implications for EU policy.

Analytical approach

The paper does not evaluate individual technologies. It traces how control migrates across 
three layers of a digitalised value chain: the physical flows of goods, the data about those 
flows, and the orchestration built on that data. The argument is that competition between 
China and Europe has moved up this stack, from the first layer to the second and third, 
faster than European policy frameworks have followed.

The three layers separate questions that dependency debates usually merge. A country 
can own terminals and still depend on foreign data infrastructure; it can lose manufac-
turing and still hold the orchestration layer. Reading the relationship through this stack 
also explains why dependency in the data layer stays invisible: nothing crosses a border, 
nothing is acquired, and nothing appears in customs records.

The evidence base is documentary: platform disclosures, regulatory texts and government 
assessments. Prior EuroHub4Sino work has traced how China engages in technical standard-
isation on two fronts, inside established standards bodies and through its own Belt and Road 
channels,[16] how the “soft” connectivity of standards travels with the “hard” connectivity of 
infrastructure and technology,[14] and how Chinese standards policy balances state control 
against competitiveness.[15] This paper extends that pattern one level down, from standards 
to the operational data infrastructure of trade itself.

How China builds the data layer

China’s position in the data layer rests on a tandem: state-run infrastructure on one side, 
platform ecosystems on the other.

The state track is LOGINK. It began in 2007 as a provincial initiative in Zhejiang, is subsi-
dised by the Ministry of Transport and housed within the China Transport Telecommuni-
cations and Information Center, and is offered free of charge to ports, carriers and forward-
ers.[1][2] It aggregates data from some 5 million trucks, more than 200 logistics warehouses 
worldwide and over 450,000 users in China, and has concluded agreements with at least 
24 ports, freeports and port operators outside China, seven of them in Europe: Antwerp, 
Bremen, Hamburg, Barcelona, Sines, Riga and Rotterdam.[1][2][18] It has also partnered with 
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PortBase in the Netherlands, with CargoSmart, and with the International Port Commu-
nity Systems Association, whose membership spans dozens of ports worldwide [2][18]. Car-
goSmart is a subsidiary of Orient Overseas, which COSCO acquired in 2018. The pricing is the 
policy: a free, state-subsidised platform builds adoption, and adoption builds the data posi-
tion. The US assessment places this expansion inside the Digital Silk Road, through which 
“China also aims to control data and information flows that accompany the movement of 
goods”, and notes that LOGINK is contributing to an ISO standard for visibility data inter-
change between logistics information service providers.[1]

The United States has drawn its conclusion. The FY2024 National Defense Authorization Act 
bars the Pentagon from using any seaport in the world that runs LOGINK and requires the 
Secretary of State to open talks with allies on removing the system from their ports.[2] The 
congressional assessment behind that measure warned that the platform could give the Chi-
nese state access to shipping information, cargo valuations drawn from customs clearance 
forms, and routing data.[1] The European response has so far been a reminder that ports must 
handle sensitive data securely and in compliance with EU rules.[2]

The platform track runs through e-commerce logistics. Cainiao, Alibaba’s logistics arm, 
opened its main European hub at Liège Airport in 2021 under a 2018 agreement with the Bel-
gian government, a first phase of roughly 30,000 square metres with an announced invest-
ment of EUR 100 million that Chinese officials presented as Belt and Road cooperation.[4] 
Cainiao reported handling nearly 5 million cross-border parcels a day across its network,[4] 
and in September 2024 announced a second batch of global e-hubs toward worldwide de-
livery within 72 hours.[3] Physical expansion is not linear.  Cainiao abandoned a planned 
enlargement at Liège in late 2025, but the data position built through such nodes does not 
retreat with the concrete.[17]

The direct-from-factory model of Temu and Shein compresses the value chain around this 
infrastructure. In 2024, 4.6 billion parcels valued under EUR 150 entered the EU, 91 per cent 
from China.[5] Each is a data point in an end-to-end system linking Chinese factories to Euro-
pean households, whose operators see demand, routing and price formation across the whole 
chain. European retailers and carriers see their own fragment.

The scale matters less than the direction of learning. A platform that observes European 
demand at item level can steer production, inventory and pricing faster than a competitor 
working from customs statistics and quarterly reports. Visibility becomes orchestration: 
the second layer feeds the third.

The two tracks reinforce each other, and in a familiar pattern. Fuchs and Eaton describe Chi-
na’s engagement in global standardisation as two-pronged: mastering practice inside estab-
lished bodies such as ISO while diffusing its own practice abroad through the Belt and Road.
[16] Seaman adds that Chinese standards internationalise through concrete investment, soft 
connectivity accompanying hard.[14] LOGINK follows the same two prongs one level down. It 
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contributes to an ISO standard for visibility data interchange while extending bilateral port 
agreements under the Digital Silk Road,[1] and Cainiao and the e-commerce platforms add the 
commercial adoption that turns a standard into an operating dependency.

Europe: regulation without infrastructure

The European Union has answered the digitalisation of value chains mainly with law. The 
eFTI Regulation obliges member state authorities to accept electronic freight transport infor-
mation from 9 July 2027.[6] The European Maritime Single Window environment applies from 
15 August 2025.[7] The Data Act has applied since 12 September 2025.[8] On the customs side, 
the Council gave final approval on 11 February 2026 to rules removing the EUR 150 duty ex-
emption; a flat EUR 3 duty per product category has applied to low-value consignments since 
1 July 2026 and runs until the EU customs data hub becomes operational in mid-2028.[9][10]

Each instrument is defensible; none yet produces a shared European view of flows. eFTI is 
being implemented through national gates constructed separately, so the likely outcome is 
27 digital silos where paper silos stood.[6] The Data Act grants rights but supplies no infra-
structure through which a carrier or authority could see a chain end to end. The Ports Strat-
egy diagnoses the problem precisely: “B2B data exchange is fragmented and often bound to 
proprietary software”. It answers it with guidelines by 2028, a year after the eFTI obligation 
begins.[13]

The market has not filled the gap. TradeLens, the platform built by Maersk and IBM from 2018, 
was discontinued in early 2023; Maersk’s head of business platforms explained that “the need 
for full global industry collaboration has not been achieved” and that the venture “has not 
reached the level of commercial viability necessary to continue”.[11] Its surviving counter-
part is GSBN, incorporated in Hong Kong in 2021, six of whose eight founding shareholders 
are based in mainland China or Hong Kong: COSCO Shipping Lines, COSCO Shipping Ports, 
OOCL, Hutchison Ports, SPG Qingdao Port and Shanghai International Port Group, alongside 
Hapag-Lloyd and PSA International.[12] The Western-led neutral platform failed on adoption; 
the China-anchored consortium became the default.

The contrast carries a design lesson, and the Commission has independently drawn the same 
one: better integration of systems “can improve supply chain visibility without imposing cen-
tralised platforms”.[13] TradeLens failed as a centralised platform run by one dominant car-
rier, which competitors declined to feed with their data; a European capability that repeats 
that design will repeat that outcome. The workable alternative is federation: national and 
sectoral systems that keep their data but expose it through common standards. The eFTI and 
single-window architecture could become if interoperability is enforced rather than encour-
aged.

This is the European position in the data layer: binding obligations, fragmented implemen-
tation, a correct diagnosis, and no infrastructure of its own between them.
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Implications: visibility asymmetry as strategic dependency

The combined result is a visibility asymmetry. Through LOGINK agreements, platform 
logistics and e-commerce flows, Chinese state and commercial actors observe European 
supply chains at shipment level. Europe has no equivalent view of Chinese chains and, 
more strikingly, no consolidated view of its own.

The asymmetry has a peacetime cost and a crisis cost. In normal times it shows up as 
a competitive disadvantage: European firms negotiate rates, plan capacity and position 
inventory with less information than counterparts plugged into the Chinese data eco-
system. In a disruption it becomes a security exposure, because rerouting decisions de-
pend on who sees congestion, capacity and cargo first.

Two objections deserve an answer. The first holds that logistics data is mundane, so its ag-
gregation carries no strategic weight. The US assessment points the other way: aggregated 
flow data reveals cargo valuations, routing patterns and dependency structures, which is why 
Washington treated a logistics platform as a security matter.[1] In a crisis, whoever sees flows 
first decides first.

The second expects European regulation to generate the missing infrastructure by itself. 
TradeLens shows why this is optimistic: even a well-funded private platform with regulatory 
tailwinds failed to reach critical mass, and eFTI’s national gates are reproducing fragmen-
tation inside legal harmonisation.[6][11] Rights and obligations do not aggregate data; infra-
structure does.

The policy conclusion is not to exclude Chinese platforms from European logistics. It is to 
govern the layer where dependency now forms: recognise logistics data as critical infra-
structure, gain an overview of what leaves the Union and under which agreements, and 
connect the instruments Europe is already building into a federated visibility capability. 
Those instruments are eFTI, the maritime single window and the customs data hub.  The 
Commission has stated the premise; what is missing is the sequencing and the binding 
force, and the window is open only while these systems are still under construction. Chips, 
batteries and raw materials taught the Union how expensive an unexamined dependency 
becomes. The data layer offers the rare chance to act before the dependency matures.
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