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The Era of Change

In his report to the 19th Party Congress in October 2017, Xi Jinping stated that “with decades
of hard work, socialism with Chinese characteristics has crossed the threshold into a new era.” The
statement was made upon Xi Jinping’s transition to his second term as the general secretary of the CCP.
Since then, the “new era” has been fused personally with Xi Jinping, who rose to the highest position
in the CCP in 2012. Xi Jinping himself has also defined the timeframe of the new era as starting from
that time. According to him, since 1949 China had experienced a historic rise from standing up, to
growing rich from 1978 to 2012, and on to getting strong from 2012 onwards (MUEEER ~ EHERE]
SRELSRIN T s KER).

Indeed, when seen in a perspective of a decade, in many respects, Xi Jinping’s rule has
marked a new stage for China both domestically and internationally. Xi Jinping’s term in office has
also been a transformative period in China’s relations with Europe at different levels. This article
reviews this transformation in the relations between China and European states in China’s “new era”

and discusses the future prospects of China’s relations with the EU.
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Early Promises of Xi's Era for Europe

Xi Jinping’s rise to power coincided with several important developments in China’s
relations with the EU as a whole and also individual European states. In February 2012, China and the
EU reached a political consensus on investment agreement between the two sides. Also, the first

9]

meeting of “16+1,”! the framework of cooperation between China and Central and Eastern European
states, was held in Warsaw. These developments mostly coincided with the change of leadership in
Beijing rather than being a direct effect of the change. But at that time, they seemed to serve as symbols
of China’s achievement in expanding its global presence. The future seemed bright for China in Europe
under Xi Jinping. Nevertheless, by the end of Xi Jinping’s second term, these issues have become the
iconic examples illustrating how transformative China’s relations with Europe have been under Xi

Jinping.

Europe’s Reconsideration of Relations with China

For years, or even decades, most of the European states viewed China merely in terms of
economic relations. At the EU level, in 2003, China was defined as a strategic partner,” the status it has
retained for years after. In February 2012, they reached a political agreement to work toward an
investment agreement between China and the EU.? After lengthy years of negotiation, in December
2020, the two sides reached a Comprehensive Agreement on Investment (CAI). The European
Commission titled it as “the most ambitious agreement that China has ever concluded with a third
country” in terms of investment.*

In the framework separate from the EU, Central and Eastern European states formalized their
economic relations with China in 2012. Upon the initiative of Chinese Premier Wen Jiabao the previous
year, “16+1” framework was founded as a platform for cooperation between China and 16 Central and
Eastern European states. As states one by one joined Xi Jinping’s Belt and Road Initiative, expectations
for Chinese investment in the region and expansion of exports to China were high.

Nevertheless, during the second term of Xi Jinping as China’s top leader, this economic
relations-focused track of European’s interaction with China started to take a sharp turn. It appeared as
if the European countries as well as the EU started seeing China in a different light, other than that of
trade and economic cooperation. In 2019, the European Commission stated that they were aware of the
necessity to revise the bloc’s relations with China: “Yet there is a growing appreciation in Europe that
the balance of challenges and opportunities presented by China has shifted. In the last decade, China’s
economic power and political influence have grown with unprecedented scale and speed, reflecting its
ambitions to become a leading global power.” This acknowledgement came in a sharp contrast to the
statement in 2012 in the Guidelines on the EU's Foreign and Security Policy in East Asia that “China

has a strong interest in peaceful economic development.”® In 2019, for the first time, the EU went



beyond the framework of economic cooperation with China. It defined China simultaneously as a
“cooperation partner” with whom the EU has closely aligned objectives, an “economic competitor” in
the pursuit of technological leadership, and a “systemic rival” promoting alternative models of
governance.’

This apparently conflicting definition captured a more comprehensive picture of China under
Xi Jinping — the country’s pursuit of expanding economic relations, its aspirations to set global
technological standards, and also the increasingly brutal authoritarian regime that China has become
under Xi Jinping.

With that definition it became obvious that China had not become what the EU once expected
it to be — an economic powerhouse focused on its economic development. This was visible at both the
EU- and regional level. Regionally, the “17+1” countries grew increasingly frustrated that China did
not stand by its promises regarding economic cooperation.® Czech president Milo§ Zeman skipped the
“17+1” summit in 2020 citing lack of tangible results in cooperation with Beijing. In 2021, six countries
in the framework downgraded their attendance of the meeting chaired by Xi Jinping himself to the
ministerial level. Moreover, there were concerns that the framework may have political effect on the
EU as a whole. In May 2021, upon the announcement of withdrawal from the “17+1,” Lithuanian
foreign minister Gabrielius Landsbergis warned that it undermines the unity of the EU.

Both at regional and EU-level, implications of China’s expanding investment in Europe
started to be questioned. Greece, that has received considerable Chinese investment, was criticized for
blocking the European Union from making a statement in the United Nations Human Rights Council
regarding rights violations in some countries including China.’ In October 2020, the EU put into effect
foreign direct investment (FDI) screening mechanism.!? Individual European states placed restrictions
on the Huawei equipment in their 5G networks.!! And in November 2022, the European Commission
warned of the need to reduce the risks associated with Chinese telecoms equipment in 5G networks in

the EU.12

“The Dialogue of the Deaf”

As the perception of China in Europe expanded beyond the focus on economic cooperation,
it became evident that the EU and China started looking different directions. Moreover, the two sides
had little convergence on the new issues entering the agenda.

This shift in Europe from focus on China as a mere economic partner towards broader
implications of its rise has coincided and was further facilitated by increasing awareness in the EU of
the strengthening authoritarian tendencies and deteriorating human rights situation in China under Xi
Jinping. As these issues gained more attention within the EU, they set off a spiral of events leading to

deterioration of the relations between the two sides. In March 2021, the Council of the European Union



adopted sanctions on four Chinese officials and one entity involved in the repression of the Uyghur
minority in the Xinjiang region.'? In a rushed retaliation, Beijing responded with countersanctions
targeting a number of think tanks, individual scholars, and European Parliament politicians. Sanctions
included every member of the European Parliament’s Subcommittee on Human Rights, its Political
and Security Committee, five other members of the parliament, and 27 EU ambassadors.'# In response,
in May 2021, the European Parliament passed a resolution to freeze ratification of the EU-China
Comprehensive Agreement on Investment (CAI). Moreover, in a sign that EU’s relations with China
were beyond the point of return, the Parliament also called for re-balancing EU-China relations.!> After
the EU-China summit in April 2022, High Representative for Foreign Affairs and Security Policy and
Vice-President of the European Commission Josep Borrell concluded that “Given China’s increasing
assertiveness, both at home and abroad, it is clear that we do not share the same political values. To
start with, we have a very different interpretation of human rights — and they recognize it. They told
us: ‘We have our own Constitution and have our own interpretation of human rights.””®

Further, the invasion of Ukraine by Russia further exacerbated the deterioration of China’s
image within the EU. On the one hand, the invasion has brought the bloc back into the reality of
competing geopolitical interests. Unavoidably, within the EU, liberal values, a country’s right to choose
its own path were juxtaposed with the brutal modus operandi of an authoritarian regime in Russia. With
Xi Jinping’s increasingly authoritarian style of rule in China, the attention naturally focused on how
China would respond in this crisis. On the other hand, as Xi Jinping refused to openly condemn Russia
for the invasion (which was often read as a tacit support for Russia’s actions) the sense of urgency for
the EU to redefine its relationship with China has only strengthened. According to Vice-President of
the European Commission Borrell, “China has an ambiguous position on this war [against Ukraine],
which requires to put plain facts on the table and to press China to do all within its power to be part of
the solution to end the war. That was our primary goal, and the dialogue was everything but a dialogue.

In any case, it was a dialogue of the deaf.” !”

The Vocal Voice on China in the EU : the Case of Lithuania

Lithuania, a small member of the EU and NATO since 2004 in Eastern Europe, has become
the most articulated case of these changes. The countries in the EU vary to a great extent, and different
stakeholders pull their China policies toward different directions. Moreover, Lithuania’s decision to
welcome Taiwan’s de facto embassy in Vilnius under the name of Taiwanese Representative Office in
November 2021 took the EU by surprise. Nevertheless, Lithuania presents an excellent snapshot of the
transformation that the EU has undergone in its relations with China. While more of an exception rather
than a representative example, it underscores the major concerns about the new major power in global

politics among the European countries and captures the context in which they have emerged.
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With China’s emergence as an economic powerhouse in the global economy, in Lithuania,
expectations for expanding economic relations with China grew greatly. With the short interruption
after the Lithuanian president Dalia Grybauskaité privately met with the Dalai Lama in the autumn of
2013, 2010s were marked by intensive efforts to expand economic relations with China. Lithuania
joined the BRI in 2016 and cooperation expanded quickly in the transportation sector. At the highest
political level, China was regarded as an important economic partner and a tremendous opportunity.'®
Nevertheless, already in summer 2019, ruling elites started voicing security concerns over potential
Chinese investment in Lithuania.! Lithuanian security services cautioned against giving companies
like Huawei access to the sectors of particular importance and infrastructure.?’ The following year, a
local telecommunication service provider announced they were dropping Huawei for “geopolitical
reasons.”! The National Threat Security Assessment reports year by year gave increasingly more
attention to China. In May 2021, Lithuanian Minister of Foreign Affairs Gabrielius Landsbergis
announced the country was officially withdrawing from the “17+1.” He voiced the concerns that had
been circulating for a few years already. Specifically, the format, which separates Central and Eastern
European states from the EU in their interaction with China, divides the bloc. Instead, he called for the
EU’s common position and coordinated interaction with China.

These changes took place as the EU had revised its definition of relations with China in
March 2019. Further, in December that year, London Declaration issued by the Heads of State and
Government at the meeting of the North Atlantic Council acknowledged that China’s growing influence
and international policies present not only opportunities but also challenges that the countries need to
address together as an Alliance.??

Finally, at the end of 2021, Lithuanian parliament approved the latest revision of the National
Security Strategy. Supported by the 100 out of 141 parliamentarians, for the first time it included direct
reference to China. It put China alongside with Russia, drawing a clear line between democracies and
authoritarian regimes, which “pose new challenges to Western democracies, to their partners and to the

Euro-Atlantic community as a whole.”?3

The Years Ahead

Again, Lithuania’s case cannot stand alone to make an argument for the future direction of
the EU’s and its member states’ China policy. Nevertheless, it captures the key concerns over China’s
increasing presence in Europe and also the implications of China’s rise for the region. And these are
the key points that the region will have to make up its mind about. One has to be cautious not to
generalize too far and to avoid the trap of treating the EU or even individual member states as unitary
actors that speak one voice to and about Xi Jinping’s China. For example, Hungary under Prime

Minister Viktor Orban has developed a very close relationship with China, rather different from other
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states in the region. Germany, with its strong business links to China faces strong pressure from its
business community.?* Moreover, as Xi Jinping was about to cement his third term in office, even
German authorities were not able to agree on the extent of threat that Chinese investment in the country
may pose. The Greens-led Ministry for Economic Cooperation and Development followed the advice
from the Germany’s intelligence service and sought to veto Chinese shipping company Cosco’s
investment in Hamburg port. Nevertheless, the Social Democrat (SPD)-run government authorized the
deal, although the previously planned acquisition of 35% of shares was limited to a stake below 25%
to prevent a “strategic investment” by Cosco in the terminal. As soon as Xi Jinping secured his third
term in office, German chancellor Olaf Scholz made a highly controversial trip? to Beijing with a
German business delegation.

As some countries have started to reconsider their relations with China, Xi Jinping’s third
term will be crucial for the relations between China and the European countries. According to the head
of Germany’s domestic intelligence service Thomas Haldenwang, in different countries in Europe,
there is the conviction that “Russia is the storm, China is climate change,” and the European states will
“have to brace for this climate change in the coming years.”?¢ That is, there is growing awareness in
Europe of the challenge that China will pose in the near future. Under Xi Jinping, China became aware
of its strength and weight in the international arena, which indeed signified the “new era.” But so did
others countries. During Xi’s term, Europe came to recognize that as a result of China’s rise,
international community has entered a radically new period. It was under the last term of Xi Jinping
that European countries opened their eyes to the new reality and started questioning their relations with
and dependencies on China. As Xi Jinping has secured his third term in office in October 2022, the
European states both at the EU level and at the individual state level are yet to decide how they will

deal with strong and more confident China under the current leadership. Wl

* The views expressed in the document are those of the author(s) and neither the Institute of Developing Economies nor

the Japan External Trade Organization bears responsibility for them.
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