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China’s Inroads into Central, Eastern,
and South Eastern Europe
Implications for Germany and the EU
Jacopo Maria Pepe

China’s increased engagement in Central, Eastern, and South Eastern Europe has
aroused concerns in Europe that China is pursuing a divisive strategy. Its primary
goal, however, is to use the region as a gateway to Western Europe’s markets while
including the EU in its own Eurasian integration project; in Beijing’s view, a robust
regulatory EU is doubtless preferable to a fragmented Europe. China’s deepening
involvement in the region could nevertheless increase economic divisions within
the EU as whole. As a trade triangle emerges involving China, Germany, and the
Visegrad states, the “German-Central European manufacturing core” potentially
stands to gain at the expense of the EU’s Atlantic and southern European member
states. Germany must address this risk with a triple strategy that balances national
interest, EU cohesion, and engagement with China. This involves, first, working
with the Visegrad Four, with other European countries, and with EU institutions to
forge a deeper and more effective cooperation with China to enhance transport
connectivity and economic modernization, particularly in the Western and Eastern
Balkans. Second, Germany should increase pressure on China to open up the
Chinese domestic market to ensure mutual access. And third, it should promote
forward-looking European industrial policy centered on the digitalization of value
and supply chains for Central, Eastern, and South Eastern Europe. This would
allow Germany to prevent intra-European divisions from deepening, while taking
advantage of its triangular relations with China and the countries of Central Europe
and fostering mutually advantageous integration across Eurasia.
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China’s Inroads into Central, Eastern
and South Eastern Europe
Regional and Global Implications for
Germany and the EU
Jacopo Maria Pepe

Introduction
In November 2016, China’s Prime Minister Li Keqiang
attended the Fifth China-Central Eastern Europe Summit. In his remarks, he proposed the intensification of
“pragmatic cooperation” between China and the countries
of Central Europe, Eastern Europe, and South Eastern
Europe (here CEE) to expand two-way trade, transport
connectivity, industrialization, and financial cooperation.
His speech reaffirmed both China’s interest in the region
and its support for the European integration process.1
To many European observers, however, China’s
engagement in CEE remains ambiguous, and to some, it
already seemed outright suspicious by the time the cooperation had gathered steam in 2012. Indeed, since then,
China’s trade and investment activities in CEE have raised
questions about China’s goals and strategy toward the
EU at large. For instance, shortly after the launch of the
forum’s secretariat in 2012, the EU expressed its skepticism about a move that was largely seen as an attempt to
further “bilateralize” relations with the EU. As the EU’s
then high representative for foreign policy Catherine Ashton put it at the time, the CEE initiative carried the risk
that China-EU relations could take place on two levels: at
the EU level and at the bilateral level.2 Today, increasingly
tense relations between China and individual EU member
states – particularly Germany – over China’s acquisitions
of high-technology assets have given new momentum
to the idea that China is pursuing a “divide and conquer”
strategy, one that, by engaging individual countries bilaterally, aims to acquire national technological and industrial assets while bypassing EU regulations.3 According to
this logic, the CEE-China cooperation framework could
well be considered part of this divisive strategy.
In fact, rather than aiming to divide the EU, China’s
strategy in CEE has from the beginning been to pursue
greater engagement with the EU as a whole using CEE
as a cooperation platform.4 This was stressed in the Riga
Declaration that concluded the Fifth China-CEE Summit

in November 2016: “All participating EU member states
reaffirm that the implementation of the actions envisaged
by this document must be done without prejudice to the
competencies of the European Union and with respect for
the obligations stemming from their membership of the
European Union.”5
Five years after the launch of the “16+1” Initiative,
China has indeed become increasingly aware that the
region is too complex and inhomogeneous – and China’s
experience with it not yet extensive enough – to exclude
the EU, even if relations with the EU may become more
complicated. This said, risks of a “division” of Europe –
both across the member states and between CEE and the
rest of the EU – should be taken into greater consideration
today. It is possible that the EU may further prove unable
to approach China in this region with a comphrehensive
strategy of its own that takes into consideration structural changes both inside the EU and in Eurasia at large.
In fact, the impact on the EU of the 16+1 initiative (and of
its Eurasian corollary, the One Belt One Road Initiative, or
OBOR) – and the implications for Germany – will depend
greatly on the counterstrategy that Germany and the
EU develop in response, and particularly on the degree
to which they can coordinate their efforts with the CEE
countries themselves.

China and Central Eastern Europe: Trade,
Transport, and China’s Grand Strategy
China established the new cooperation mechanism with
Central, Eastern, and South Eastern Europe known as
the “16+1 Cooperation Framework” in 2012. The forum
– consisting of China plus 16 Central Eastern and South
Eastern European countries, both EU members and
non-members – has developed relatively rapidly into a
loosely institutionalized form, with secretariat, national
coordinators, and regular meetings.6 The forum has met
on a yearly basis since its launch, while bilateral meetings
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with single members of the forum have been taking place
between the general meetings to facilitate political and
economic coordination at the multilateral level.7 Against
this backdrop, China has launched a number of multilateral initiatives to strengthen cooperation in three areas:
trade, investment, and transport links.8 For their part,
many CEE countries have expressed interest in deepening
relations with China by deepening economic and commercial bilateral ties to improve connectivity in the region
and eventually gain more strategic leverage vis-à-vis both
the EU and Russia.9

Trade and investment
While the “16+1” format’s original target of increasing
total bilateral trade to ninety billion euros by 2015 has not
been met, trade between the 16 CEE countries and China
is indeed booming. It reached more than forty billion
euros that year. It is nonetheless still unclear whether this
boom has been due to the 16+1 framework or has deeper
roots. Indeed, the launch of the 16+1 forum seems to have
had a fairly low impact on the level of Chinese engagement in CEE, as trade was already on the rise before the
initiative was launched. As figure 1 shows, the sharpest
increase occurred between 2006 and 2010, when China’s
total trade with CEE jumped from 18 billion euros in 2006
to more than 33 billion in 2010.
In terms of investments, by 2015 the level of Chinese
foreign direct investment (FDI) in the 16 countries was
still very low compared to Chinese FDI in the EU as a

whole. (See figure 2.) Cumulative Chinese FDI (from 2000
to 2015) in the eleven CEE countries that are now EU
member states had reached slightly more than 3.7 billion
euros by 2015. In comparison, Chinese FDI in the EU as a
whole reached almost 65 billion euros in the same period
and was mainly concentrated in the four big advanced
economies of the United Kingdom, France, Italy, and
Germany. The level of China’s FDI in CEE has, however,
increased rapidly since EU enlargement. It accelerated
during the crisis year 2008, particularly with greenfield
investments in energy, transportation, and manufacturing. China’s main goal is to gain access to local markets
while using CEE EU members as the gateway to Western
European economies. Cheap and skilled labor forces there
and less regulation make these markets attractive for
Chinese companies. Investment and trade with non-EU
members in the Western Balkans have followed a similar
path. While still relatively low, China’s exports to Albania,
Bosnia-Herzegovina, Montenegro, Serbia, and Macedonia
more than doubled between 2004 and 2014, while imports
from these countries increased sevenfold in the same
time frame.10

Transport cooperation
The greatest potential for the 16+1 mechanis is likely in
the transportation sector. Since the establishment of the
16+1 in 2012, transportation and logistics have become
the main areas of cooperation, and both China and CEE
are interested in strengthening regional connectivity.11

Figure 1: Trade between China and the EU’s eleven CEE member states, 2004–15, in million euros

Source: Author’s own calculations, based on Eurostat data 2004–15
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Figure 2: Chinese FDI (2000–15) in select EU member states and CEE countries, in million euros
Detail: Chinese FDI (2000–15) in the eleven CEE states now in the EU

Source: Author’s own calculations, based on Hanemann and Huotari12

China considers Poland and Hungary as transhipment
hubs for overland routes from Russia and Central Asia
and as part of intermodal corridors from Central Asia (via
the Black Sea) and the Suez Canal (via the Balkans).13
While the overland Eurasian corridors are already attracting traffic and the main focus is on streamlining logistic
services, China’s investments have decisively prioritized
the Western and Eastern Balkans and target Hungary as
the logistic and transportation hub for CEE.14
In 2016 China’s biggest shipping company, COSCO,
finalized the acquisition of the controlling stake of the
Greek port of Piraeus. Piraeus has become China’s first
port of call in the Mediterranean for westbound traffic via
the Suez Canal. As a consequence China has reoriented its
focus to the hinterland and port infrastructure of the eastern Mediterranean and the Balkans. Ports like Thessaloniki (Greece), Trieste (Italy), Koper (Slovenia), and Constanta (Romania) have become attractive for China, both
as transhipping hubs and intermodal gateways to southern Germany and central Europe.15 From some of these
ports, three EU-backed, pan-European freight corridors
along the eastern and Western Balkans connect with CEE
across the Danube plain, converging in Budapest: No. 7
(Orient/East Mediterranean), No. 9 (Rhein-Danube), and
No. 6 (Mediterranenan). Hungary’s capital is hence set

to become the main point of entry from the southeastern
Mediterranean to Central Europe. This said, bottlenecks
and some missing links still reduce the corridors’ impact
in intra-European container traffic, and two of them (Nos.
7 and 9) will not be finalized and operative before 2018.
China’s investments in the high-speed railway connection
between Serbia and Hungary (the so called Europe-China
Land-Sea Express Line) and in the modernization of the
rail, road, and port infrastructure in the Balkans and in
South Eastern Europe (specifically Serbia, Hungary, and
Romania) aim to complement the European projects, free
up volumes for freight traffic, and speed up operability of
the corridors.16
For CEE, China’s investments in the transportation
sector could accelerate the realization of the long planned
Baltic-Adriatic-Black Sea Corridor as envisioned in the
“Riga Guidelines” approved at the Fifth China-Central
Eastern Europe Summit in November 2016. To this end, a
new China-CEE fund with a volume of ten billion euros
has been set up to finance transport infrastructure projects along the corridor.17 For China, there is apparently
significant incentive to create integrated logistics services
operated by Chinese companies and become able to offer
competitive freight rates for intermodal container traffic
along multiple routes from Suez, Turkey, and Central
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Asia/the Caucasus to Central Europe, southern Germany,
and the Baltics – part of a bid to reduce the dependence
on such north European ports as Hamburg, Rotterdam,
and Antwerp.18
Hence, the vast region targeted by China in the 16+1
framework is a geographical “platform” where Chinese
engagement could complement European financial instruments for the development of eastern and southeastern parts of the EU. The harmonization of regional projects both with continental corridors sponsored by China
and with European initiatives like the TEN-T Corridors
has therefore become the core of the recently announced
China-EU Connectivity Platform.19

China’s grand strategy: Transform CEE into the
EU’s gateway to Eurasia
All in all, the 16+1 initiative was probably not in itself
decisive in accelerating bilateral ties between China and
CEE countries, as trade and investment already started
increasing before it was launched. It is nonetheless
undeniable that China’s engagement with this region has
accelerated dramatically in the past decade. China’s presence is now well established and offers mutual benefits
in terms of investment, particularly in the transportation and energy sector and in commercial opportunities.
However, the volume of both trade and investments is
still fairly low.
There is so far little evidence of a strategic attempt on
China’s part to “divide” CEE from the rest of the EU – even
though some ambiguity remains as to the level of the
EU’s involvement in the 16+1 framework. Rather, China’s
willingness to create synergies between investment initiatives part of the 16+1 framework (like the China-CEE
Fond) and bilateral cooperation mechanisms with the EU

(like the “Juncker investments plan” for less developed
regions of Europe) goes in a decisively more cooperative
direction. For instance, shortly after the Juncker Plan was
announced, China expressed interest in actively participating in it; in 2016 Beijing and the EU concluded a technical agreement allowing Beijing to contribute to the plan
with up to ten billion euros from China’s New Silk Road
Investment Fund.20 While still formally separated from
the 16+1 initiative, the strong focus on infrastructure development of both the Juncker Plan and China’s One Belt
One Road initiative (OBOR, a plan for connecting China
to Eurasia) make these and other initiatives like the aforementioned Connectivity Platform naturally complementary to projects in transportation and industrial sectors that
are part of the 16+1 framework, as underlined by Chinese
diplomatic officials.21
Ironically, however, increased synergies between EU
initiatives, the 16+1 framework, and China’s OBOR initiative augment the evolving strategic role China attaches to
the region, notwithstanding the country’s still moderate
degree of involvement.
Underestimating the strategic dimension of the 16+1
initiative would be a mistake, particularly after the
launch of OBOR in 2013. Before the 16+1 framework was
launched, China lacked an overarching geo-strategic orientation for framing its deepening engagement with the
CEE region, and the latter ranked low in China’s foreign
economic policy priorities. With the 16+1 initiative, China
came to consider its CEE engagement both as part of the
country’s “Go Out strategy” (by which it encouraged Chinese companies to become more active abroad, particularly on the European market) and, most prominently, as
an instrument to engage the EU while strengthening the
partnership in a difficult economic period for many EU

Table 1: Germany-V4 trade compared to cumulated trade with the UK, Italy, and France, 2015, in billion US dollars
Germany’s export, import, and trade turnover with Visegrad countries, bilateral and cumulated
Export
Poland

Import

42,886

Export + Import
95,147

52,261
Czech Republic

36,564

50,567

87,131

Hungary

23,589

27,344

50,933

Slovakia

11,615

16,841

28,456

114,654

147,013

233,211

Cumulated Trade Turnover

UK, France, and Italy’s cumulated export, import, and trade turnover with Visegrad countries

Visegrad Countries
Source: Author’s own calculations, based on United Nations Commodity Trade Statistics, 2015
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Export

Import

Export + Import

50,807

80,514

131,321
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members.22 When OBOR was launched in 2013, however,
the 16+1 format became a de facto part of that initiative
– widening the format’s strategic horizon in scope and
giving it a more distinctive geopolitical tone.23
While before the launch of the OBOR, CEE was seen
largely as a bridgehead connecting to the EU’s eastern
edge, now China could begin to regard the CEE “subregion” increasingly as a key bridge to link both the
region and the EU at large into an interconnecting
Eurasia.24 Sustained cooperation in the transportation
sector and a strong Chinese focus on connectivity support
this statement. Even in this case, however, enhancing
and strengthening connectivity and trade ties with a
region where China is a relative newcomer (and Chinese
companies barely know the market) still makes the EU
and its regulatory instruments an indispensable partner
for China. Considered from this perspective, even in a
broader and more geopolitical scope, the 16+1 initiative
and its Eurasian equivalent OBOR have the potential to
engage and complement the EU while turning CEE into
Europe’s gateway to Eurasia. Whether or not this holds
true will depend more on the EU than on China, however.

An Emerging Trade Triangle:
China and the German-Central European
Manufacturing Core
In the long run, China’s quiet but steadily rising penetration
of CEE could indeed bear risks for the EU. It could exacerbate structural economic transformations already occurring
inside Europe, widen geo-economic divisions, and eventually
heighten political tensions between Germany on the one side
and other European partners like France and Italy on the other
regarding the future of the EU’s political-economic architecture. Indeed, rather than consider the China-CEE relationship
in bilateral terms, it is helpful to view it through a triangular
prism of China, Germany, and the leading CEE economies. This
highlights Germany’s crucial role in trade relations with both
China and the economically strongest CEE countries, particularly, Poland, Hungary, Slovakia, and the Czech Republic
(collectively known as the Visegrad Group, or V4).
As Table 1 shows, in 2015 German trade with the V4 outpaced the cumulated trade of France, the UK, and Italy with
the same four countries. The V4’s trade with both Germany
and other EU member states is mostly concentrated in
mid to high value-added manufacturing goods (parts and
components of vehicles, electrical machineries, and industrial machineries.)25 This is largely intra-industrial trade.
However, the much higher volumes of intra-industrial goods
traded between V4 and Germany points to a much higher

concentration of cross-border manufacturing activity and
supply chains in the German-Central-Eastern European
sphere. As confirmed in different studies, there is increasing evidence for the emergence in this region of a “Central
European Manufacturing Core,” a joint geo-economic
production platform with Germany (and partially, Austria)
at its center.26
In this German-Central European manufacturing core,
integration in regional value chains and trade openness
that followed the EU’s enlargement in 2004 have helped
the V4 maintain high manufacturing shares of GDP.27
They have exceptionally profited from their vertical
integration in Germany’s supply and value chains, helping
them accelerate their respective catch-up processes.
Conversely, it seems that global value chains have
hastened “deindustrialization paths” in other advanced
European economies like the UK, France, and Italy.28
These have lost manufacturing and trade shares and have
been suffering a prolonged period of stagnating growth
following the European economic crisis as compared to
both Germany and the V4 countries. For instance, the
German-driven “core” alone produced 42 percent of the
total EU manufacturing exports in 2011, when the European economic and debt crisis hit Italy and France particularly forcefully, accelerating their path of deindustrialization and trade contraction.29 Against the backdrop of
a structural shift out of manufacturing – one that is much
less pronounced in Germany and the V4 than in countries
like France, Italy, and Spain – an increasing divergence
has also emerged in economic performance between
the German-driven “core” and the Atlantic and Mediterranean “periphery.” This was amplified by the economic
and financial crisis that began in 2008; from 2008 to 2014,
GDP per capita in purchasing power parity has grown
comparably stronger in both Germany and the V4 than in
the stagnating economies of Atlantic and Mediterranean
Europe, even though the V4 started from a considerably
lower GDP level.30
When viewed against this backdrop, China’s engagement in CEE gains a distinctive relevance. This becomes
even clearer if we look at the distribution of China’s trade
with CEE by country and by product. In CEE, Beijing
has clearly prioritized the countries that are part of the
German-Central European manufacturing core.
Figures 1 and 2 show a great concentration of both
investments and trade in at least three of the four Visegrad countries, where almost half of China’s trade turnover
with the region and half of its FDI are concentrated.31 Of
these, Poland and the Czech Republic are China’s main
trade partners in the region, while Hungary receives the
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biggest share of FDI. The V4 countries already import
from China complex, high value-added manufacturing
goods (electrical machinery, mechanical equipment, and
parts and components thereof) – more than they do from
other big European countries, with the exception of Germany.32 Meanwhile, while the EU as a whole still receives
the largest volume of V4 exports – due largely to the intraindustrial trade with Germany’s dominant economy – the
V4’s export and import trade with Asia has grown more
dynamically. In it, China takes the lion’s share both in
imports and exports, with trade mainly concentrated in
electronic machinery parts and components.33
As for Germany, the regional structure of its trade has
been steadily shifting from Western Europe toward CEE
and Asia. While the EU and the eurozone remain the
main destination for German goods, ties with developing
countries outside of the EU – particularly China – have
grown much more dynamically than intra-European ties.
Today, German trade with China outpaces trade between
China and every other European advanced economy, with
particularly strong manufacturing and intra-industrial
trade.34 As a result, in the first 11 months of 2016, China
has become Germany’s first trade partner, outpacing for
the first time the United States and France. While the
latter two are still the main destinations of Germany’s
exports, their position has been eroding in recent years.
On a year-to-year basis, for example, German exports
to China rose by 5.5 percent between 2015 and 2016 as
compared to a 1.7 percent decrease in exports to France
and a 6.3 percent decrease in exports to the US in the
same period. In terms of trade regions, the cumulated
export share to both non-eurozone countries (which
includes three of four Visegrad countries) and Asia (39.2
percent) is already higher than export to the eurozone
(36.8 percent) and to America (12.2 percent).35 This fact
points to an increased German dependence on Asian and
Chinese markets, which largely contributed to Germany’s
sustained export surpluses and growth performance
compared to the rest of Europe.36 Hence both Germany
and the V4 have become much more independent of intraEuropean trade and domestic shocks.
Three factors in particular suggest the emergence of
a triangular relationship: 1) China’s increased (vertical)
trade with both Germany and the V4, 2) the V4’s sustained trade deficits with China, and 3) the region’s high
trade exchange and trade surplus with Germany. While
the Visegrad countries mainly import computer and telecommunications devices from China, a rising portion
of their imports consists of parts and components (such
as electric motors or insulated wires and circuits for
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both cars and industrial electrical machineries). While
a more in-depth analysis of input-output data is needed
for the analysis of a process that is only just beginning
and whose data are hard to isolate, we can assume that a
part of China’s export in the V4 is increasingly processed
in the regions’ production chains, inputted as intermediate goods, mainly re-exported to Germany, and eventually exported from there as parts of finished products. 37
Hence, while this triangle is still in a very early stage, it
seems that the V4 increasingly serves as an emerging
production platform linking Germany with China and
the rest of East Asia.

Geopolitical Risks and Germany’s Special
Responsibilities
China’s steadily increasing engagement in CEE is driven
by an economic and geo-economic logic. This logic is not
necessarily at odds with European interests, as Chinese
investment in the region increases connectivity and
fosters market integration. China’s involvement in CEE,
particularly through the “16+1” cooperation mechanism,
does not follow a “divisive” strategy per se. Beijing shows
little interest in weakening the EU per se and is aware of
the extent to which it needs Brussels’s stabilizing presence in a region where it is itself quite new on the scene.
Indeed, Beijing’s primary goal in CEE is to use the region
as transportation gateway and commercial platform to
Western Europe’s markets in an effort to integrate the EU
into its Eurasian grand strategy. Geopolitically, China’s
engagement in both CEE and Eurasia might give the EU,
Germany, and CEE the chance to counterbalance Russia
while increasing their own strategic, political, and economic leverage in Eurasia.
The developments call for wariness, however. China’s
inroads into CEE could become a dividing factor, one that
may move the “German-Central Eastern European manufacturing core” away from the rest of the EU. This would
involve the combination of several factors: 1) stagnating
or slowly growing economies in Atlantic and southern
Europe, 2) deepening divergences between Germany,
France and (to a lesser extent) Italy, on the future of the
EU’s political economy, specifically on the role of public
budget debts, public spending, economic competitiveness
and export trade unbalances, 3) a deepening dependence
of both Germany and the V4 on extra-EU and Asian trade,
and 4) the convergence in this region of new China-sponsored Eurasian maritime and land routes. Taken together,
these factors could indeed produce a stronger effect than
China deliberately intends.
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More broadly, without a coordinated strategy to
engage China at both European and regional levels, the
“inroads” China is making into CEE could amplify the
challenges both Germany and the EU will have to face as
Eurasian ties deepen and transatlantic and intra-European ties potentially weaken. Due to Germany’s crucial
importance both inside and outside the EU, its government in particular must balance the different potential
trade-offs carefully. Specifically, as the US under President Donald Trump becomes more inward looking and
protectionist, negotiations on free trade agreements such
as TPP and TTIP look less and less likely.38 In post-Brexit
Europe, Germany’s trade-friendly position may become
more isolated if protectionism spreads to the weakening
economies of Atlantic and Mediterranean Europe and
relations with Russia remain strained. Against this backdrop, deepening ties to China could be seen as a natural
option for both Germany and the Visegrad countries.
For Germany, China is a vital trade partner and final
destination for its goods. Much more, it could potentially
turn into a natural ally as it struggles to advocate open
markets and free trade across the Eurasian continent and
in Asia. China has already expressed its willingness to
become the champion of open markets and free trade in
the Asia Pacific region and in Eurasia, proposing a series
of alternatives to the US-sponsored free trade agreements
TTIP and TPP, which is now all but dead under Trump’s
administration.39
Particularly in Eurasia, China could serve Germany
as a geopolitical alternative to Russia. While it is widely
understood that Moscow seeks to establish a strategic
axis with Beijing as an alternative to Europe based on
a “partnership among equals” to build a more integrated
Eurasia, China, on the contrary, could well be skeptical
of the idea.40 Surely, in pursuing its goal of building a
more integrated Eurasia, China must question the logic
of partnering with an ailing and revisionist power intent
on forging an “anti-Western” alliance that targets both
the US and Europe. Much more, Beijing presumably sees
advantages of strengthening its ties with the EU and
Germany, as it needs both to realize its Eurasian project
and modernize its economy.41 Hence, strengthening economic and transportation ties along different corridors in
CEE and across Eurasia is conducive to both German and
Chinese interests.
Within Central Europe, nationalist governments such
as those of Viktor Orban’s Fidesz party in Hungary and
the PiS party in Poland increasingly oppose Brussels but
continue to pursue strong economic ties with Germany
in the short to middle run as part of the “manufactur-

ing core.” Where, then, do they stand on China? It is
possible that Poland might be tempted to use China as
an “external balancer” to both the EU and Russia, particularly if Russian-American rapprochement takes place
under Trump. Warsaw might in the long run also hope to
establish China as an alternative trade partner to Germany. Hungary or the Czech Republic, too, might follow
the same path, seeing China as a less problematic political
partner than Russia and economically a potential alternative to Germany and the EU.

Conclusions and Recommendations
Chinese engagement in Central, Eastern, and South
Eastern Europe could in the absence of a coordinated
approach carry risks for Germany, for CEE countries, and
for the EU as a whole. Any efforts by CEE countries to
establish China as an alternative to Germany might prove
a long-term task; residents of CEE might find themselves
more and more dependent on Beijing, with trade deficits
rapidly rising but without any guarantee that Beijing
would commit to serving as an “external balancer” or
offer an alternative to Germany’s stable, rule-based
economic cooperation. For Germany, China’s attempt to
move up along the manufacturing value chain and take
advantage of the “digital revolution” could in the mid to
long run turn Beijing into a powerful competitor on the
global markets – and CEE into a contested geo-economic
space between German and Chinese companies.42 In fact,
Beijing might try to turn CEE into its own production platform, further deepening divisions both inside the EU and,
in the long run, in Germany’s relations with CEE. Against
this backdrop, selling cutting-edge technological knowhow to China without a clear regulatory and investment
framework based on reciprocity could prove detrimental
for Germany.
German policy makers could face a dilemma in this
scenario. Siding with China and supporting open markets
and free trade vis-à-vis the increasingly protectionist
stance of both the United States and Western Europe
would increase Berlin’s isolation and further weaken
the EU’s institutions. If Germany instead became more
protectionist vis-à-vis China, there could be substantial
losses for German companies and, indirectly, for the CEE
countries that are tied to them.
To counter such possible developments, Germany must
start an ambitious and comprehensive triple-edged strategy. This should begin with greater engagement in CEE
countries but should not be limited to the region:
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First, it should work with CEE countries (especially
the V4) as well as with other major European countries
and EU institutions to forge a deeper and more effective
cooperation with China in the CEE “common platform”
for enhancing transport connectivity and economic
modernization, particularly in the Western and Eastern
Balkans. If the 16+1 framework fails to effectively include
both the EU and Germany in common, concrete projects,
then a consultative platform could be established involving the V4, China, Germany, and the EU in a “4+3” format.
This could help set common rules and standards for joint
investments that could, moreover, then serve as a benchmark in regions of Eurasia. A similar scope could serve
the cooperation mechanism for the Western Balkans proposed by Germany in 2014 and which could be extended
to China.
Second, within the framework of the planned EU-China investment agreement, Germany should increase its
pressure on the Chinese government for further opening
up the Chinese domestic market and guaranteeing Germany and the European Union access to China’s companies and assets.43

Third, Germany should commit to an initiative at the
EU level focused on new and forward-looking European
industrial politics centered on the digitalization of value
and supply chains, based on Germany’s “Industrie 4.0”
initiative and aimed to close the manufacturing gap
inside Europe
In conclusion, Germany needs to approach Chinese
involvement in Central and Eastern Europe with a multipronged, proactive strategy that simultaneously targets
CEE, the EU, and China. Only if it does so will Germany
be able to prevent intra-European divisions from deepening, take advantage of triangular relations with CEE and
China, and foster mutually advantageous integration
across Eurasia.
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Robert Bosch Center for Central and Eastern Europe,
Russia, and Central Asia and is currently a visiting scholar
and associate professor at the Edwin O. Reischauer Center for East Asian Studies at Johns Hopkins University’s
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Notes
1 Li Keqiang, “Speech at Fifth Summit of
2016 <http://www.china-ceec.org/eng/zyxw_4/
China, Central and Eastern European Count1414325.htm> (accessed February 7, 2017).
tries,” November 5, 2016 <http://english.
6 The 16 countries are Albania, Bosnia-Herzegov.cn/premier/speeches/2016/11/06/congovina, Bulgaria, Croatia, the Czech Republic,
tent_281475484622881.htm> (accessed
Estonia, Hungary, Latvia, Lithuania, Macedonia,
February 7, 2017).
Montenegro, Poland, Romania, Serbia, the Slovak
2 Stefanie Bolzen and Johnny Erling, “China wird
Republic, and Slovenia. See the 16+1 website,
zum heimlichen EU-Mitglied,” Die Welt, NovemCooperation between China and Central Eastern
ber 7, 2012. Available in English as “Divide, ConEuropean Countries (China-CEEC)
quer, Aim East: China Has A Sharp New European
<http://www.china-ceec.org/eng/> (accessed
Trade Strategy,” Worldcrunch, November 11, 2012
February 7, 2017).
<http://www.worldcrunch.com/world-affairs/
7 See China-CEEC, “Bilateral Cooperation,”
divide-conquer-aim-east-china-has-a-sharp-new<http://www.china-ceec.org/eng/sbhz_1/>
european-trade-strategy > (accessed February 7,
(accessed February 7, 2017).
2017).
8 China-CEEC, “The Suzhou Guidelines for
3 Jan Dams, “Sigmar Gabriel stoppt chinesische
Cooperation between China and Central and
Investoren,” Die Welt, October 25, 2016 <https://
Eastern European Countries,” November 24, 2015
www.welt.de/print/die_welt/article159021423/
<http://www.china-ceec.org/eng/ldrhw_1/
Sigmar-Gabriel-stoppt-chinesische-Investoren.
sz2015/hdxw/t1411473.htm> (accessed
html> (accessed February 7, 2017). John Gapper,
February 7, 2017).
“If China Cannot Beat Europe, It Will Acquire
9 Emanuele Scimia, “China, Russia, and the EU’s
It,” Financial Times Online, October 26, 2016
Intermarium Bloc,” EUobserver, March 14, 2014
<https://www.ft.com/content/57060372<https://euobserver.com/eu-china/132635>
9aaf-11e6-8f9b-70e3cabccfae> (accessed Febru(accessed February 7, 2017).
ary 7, 2017).
10 Oleg Levitin, Jakov Milatovic, and Peter Sanfey,
4 Marcin Kaczmarski, “China on Central-Eastern
“China and South-Eastern Europe: Infrastructure,
Europe: ‘16+1’ as seen from Beijing,” OSW ComTrade and Investment Links,” EBRD Paper, Euromentary, April 14, 2015 <https://www.osw.waw.
pean Bank for Reconstruction and Development
pl/en/publikacje/osw-commentary/2015-04-14/
(July 2016), pp. 4–5 <http://www.ebrd.com/
china-central-eastern-europe-161-seen-beijing>
documents/comms-and-bis/see-china-invest(accessed February 7, 2017).
ments.pdf> (accessed February 7, 2017).
5 China-CEEC, “The Meeting of Heads of Govern11 China-CEEC, “Suzhou Guidelines,” 2015.
ment of Central and Eastern European Countries 12 Thilo Hanemann and Mikko Huotari, “A New
and China: Riga Declaration,” November 10,
Record Year for Chinese Outbound Investment

DGAPanalyse / Nr. 3 / March 2017

13

14
15

16

17

in Europe,” Merics Paper, Mercator Institute for
China Studies and Rhodium Group (February
2016), p. 7.
Intermodal corridors use maritime, road and rail
modes for the transportation of goods along one
logistic chain.
Levitin et al., “China and South-Eastern Europe,”
p. 4
“A ‘Best-Route’ Market Study for Containerized
Imports to South Germany,” Drewry Supply Chain
Advisors Market Study (March 2016),
pp. 7–8 <http://www.hellenicshippingnews.
com/wp-content/uploads/2016/03/BestRouteAnalysis_SGermany_100316.pdf> (accessed
February 7, 2017).
On bottlenecks, see Aleksander Bauranov, “The
Port of Piraeus: Opportunity for Railways in
South East Europe?” European Railway Review,
September 8, 2016 <http://www.europeanrailwayreview.com/29672/railway-extra/port-piraeus-railways-south-east-europe/> (accessed February 7, 2017). On Chinese investment, see “China
Wins $1.6 bn Contract to Support Hungary-Serbia
High-speed Rail,” Railway Technology, November
26, 2015 <http://www.railway-technology.com/
news/newschina-wins-16bn-contract-to-supporthungary-serbia-high-speed-rail-4738236> (accessed February 7, 2017).
China-CEEC, “The Riga Guidelines for Cooperation between China and Central and Eastern
European Countries,” November 5, 2016 <http://
www.china-ceec.org/eng/zdogjhz_1/t1413786.
htm> (accessed February 7, 2017).

China’s Inroads into Central, Eastern, and South Eastern Europe

18 CCTV, “China-Europe Land-Sea Fast Transport
Route Opens,” February 8, 2017 <http://english.
cctv.com/2017/02/08/ARTIG9baSlrmjBhzWicECgsi170208.shtml> (accessed February 7, 2017).
19 The Trans-European Transport Networks (TENT) are a planned set of road, rail, air, and water
transport networks in the EU officially adopted
by the European Commission as part of a wider
system of Trans-European Networks (TENs),
including telecommunications and energy. On
the China-EU Connectivity Platform, see Council
of the European Union, “EU-China Summit Joint
Statement: The Way Forward after Forty Years of
EU-China Cooperation,” June 29, 2015 <http://
www.consilium.europa.eu/en/press/pressreleases/2015/06/29-eu-china-statement/>
(accessed February 7, 2017).
20 Jorge Valero, “Brussels Clears Way for China to
Pour Billions into Juncker Plan,” Euractiv.com,
April 18, 2016 <http://www.euractiv.com/section/innovation-industry/news/brussels-clearsway-for-china-to-pour-billions-into-junckerplan/> (accessed February 7, 2017).
21 See for example the contribution of Zhang
Lirong, Chargé d’affaires a.i., Chinese Mission to
the European Union: Zhang Lirong, “The ‘Sixteenplus-one’ Cooperation will take China-EU
Relations to a New Level,” EUobserver, November
25, 2015 <https://euobserver.com/stakeholders/131270> (accessed February 7, 2017).
22 Marcin Kaczmarski, “China on Central-Eastern
Europe: ‘16+1’ as seen from Beijing,” OSW
Commentary 166, Center for European Studies,
Warsaw (April 2015) <https://www.osw.waw.
pl/sites/default/files/commentary_166.pdf> (accessed February 7, 2017).
23 National Development and Reform Commission of the People’s Republic of China, “Vision
and Actions on Jointly Building Silk Road
Economic Belt and 21st-century Maritime Silk
Road,” March 28, 2015 <http://en.ndrc.gov.cn/
newsrelease/201503/t20150330_669367.html>
(accessed February 7, 2017).
24 Liu Zhuoki, “The Role of Central and Eastern Europe in the Building of Silk Road Economic Belt,”
CIIS Report, China Institute of International Studies, September 18, 2014 <http://www.ciis.org.
cn/english/2014-09/18/content_7243192.htm>
(accessed February 7, 2017).
25 Major traded products according to the HS classification corresponded to headings 87 (vehicles
other than railways and parts thereof), 85
(electrical machinery and equipment and parts
thereof), and 84 (machinery and mechanical
appliances, parts thereof). Author’s calculations

26

27
28
29

30

31

32

33

34
35

based on 2016 United Nations Commodity Trade
Statistics Data Base <http://comtrade.un.org/db/
default.aspx> (accessed February 7, 2017).
International Monetary Fund,“German-Central
European Supply Chain-Cluster Report,” 2013
<https://www.imf.org/external/pubs/ft/
scr/2013/cr13263.pdf> (accessed February 7,
2017). For the concept of the “central European
manufacturing core,” see Robert Stehrer and
Roman Stoellinger, “The Central European
Manufacturing Core: What is Driving Regional
Production Sharing?” FIW Research Reports
2, Vienna Institute for International Economic
Studies (February 2015) <http://www.fiw.ac.at/
fileadmin/Documents/Publikationen/Studien_2014/02_Stoellinger_FIW%20Research%20
Report_The%20Central%20European%20
Manufacturing%20Core%20What%20is%20
Driving%20Regional%20Production%20Sharing.
pdf> (accessed February 7, 2017).
Ibid.
Ibid.
Roman Stoellinger, “Structural Change Change
and Global Value Chains in the EU,” WIIW Working Paper 27, Vienna Institute for International
Economic Studies (July 2016), p. 8 <http://wiiw.
ac.at/structural-change-and-global-value-chainsin-the-eu-dlp-3969.pdf> (accessed February
7, 2017); See also Verband der bayerischen
Wirtschaft, “Industrienetzwerke Europa” (2013),
pp. 3–5 <http://iwkoeln3.wwwserver.net/
imperia/md/images/iwconsult/pdf/download/
studie_industrienetzwerke-europa.pdf>
(accessed February 7, 2017).
Eurostat,“GDP at Regional Level,” 2016 <http://
ec.europa.eu/eurostat/statistics-explained/
index.php/GDP_at_regional_level> (accessed
February 7, 2017).
Hanemann and Huotari, “A New Record Year
for Chinese Outbound Investment in Europe”
(see note 12).
Author’s calculations based on United Nations
Commodity Trade Statistics Data Base (2016)
<http://comtrade.un.org/db/default.aspx>
(accessed February 7, 2017).
Mitsuyo Ando and Fukunari Kimura, “Production
Linkage between Asia and Europe via Central and
Eastern Europe,” Journal of Economic Integration
28, no. 2 (June 2013), p. 218.
Ibid.
Statistisches Bundesamt, “Aussenhandel Zusammenfassende Übersichten für den Außenhandel,
November 2016,” Wiesbaden, 2017 <https://
www.destatis.de/DE/Publikationen/Thematisch/
Aussenhandel/Gesamtentwicklung/Zusam-

36
37
38

39

40

41

42

43

11

menfassendeUebersichtenM2070100161114.
pdf?__blob=publicationFile> (accessed February
7, 2017).
Verband der bayerischen Wirtschaft, “Industrienetzwerke Europa” (2013).
Ando and Kimura, “Production Linkage between
Asia and Europe,” p. 206.
See Joseph Braml, “Amerikas Schwäche im
globalen Wettbewerb mit China,” DGAPkompakt
1 (January 2016) <https://dgap.org/de/thinktank/publikationen/dgapstandpunkt/amerikasschwaeche-im-globalen-wettbewerb-mit-china>;
Claudia Schmucker and Rachel Herp Tausendfreund, “First They Came for TTIP,” Berlin Policy
Journal, November 23, 2016 <https://dgap.org/
en/think-tank/publications/further-publications/
first-they-came-tp> (both sites accessed
February 7, 2017).
“Xi: Protectionism Leads to ‘Nowhere,’” China
Daily, November 21, 2016 <http://usa.chinadaily.
com.cn/epaper/2016-11/21/content_27440696.
htm> (accessed February 7, 2017).
See for example Sergey Karaganov, “From East
to West, or Greater Eurasia,” Russia in Global
Affairs, October 25, 2016 <http://eng.globalaffairs.ru/pubcol/From-East-to-West-or-GreaterEurasia-18440> (accessed February 7, 2017).
See for example China’s efforts to link its own
industrial development strategy with Germany’s
“Internet of Things” Initiative; State Council of
the People’s Republic of China, “How to Link
Made in China 2025 and Germany’s Industrial 4.0,” June 20, 2017 <http://english.gov.
cn/policies/infographics/2016/06/20/content_281475375995170.htm> (accessed February
7, 2017).
German Committee on Eastern European Economic Relations, “Chinese Activities in Eastern
Europe: Success through Market-aggressive
Financing Offers,” Position Paper (October 2010)
<http://www.ost-ausschuss.de/sites/default/
files/pm_pdf/Position-Paper-China.pdf> (accessed February 7, 2017).
In 2013 the EU and China announced the launch
of negotiations of a comprehensive EU-China
Investment Agreement. The negotiations include
the decision to further open up China’s economy
to foreign investors in order to boost innovation
and competitiveness by establishing a genuine
right to invest and by guaranteeing that they
will not discriminate against their respective
companies. After the EU-China meeting in 2015,
the EU and China moved into a phase of specific
text-based negotiations, which are ongoing.

DGAPanalyse / Nr. 3 / March 2017
Dieses Werk ist lizenziert unter einer Creative Commons Namensnennung – Nicht kommerziell – Keine Bearbeitungen 4.0 International Lizenz.
This work is licensed under a Creative Commons Attribution – NonCommercial – NoDerivatives 4.0 International License.

The opinions expressed in this publication are those
of the authors and do not necessarily reflect the
views of the German Council on Foreign Relations
(DGAP).

Publisher
Deutsche Gesellschaft für Auswärtige
Politik e.V.
ISSN 1611-7034

Rauchstraße 17 / 18 . 10787 Berlin
Tel. +49 (0)30 25 42 31 -0 / Fax -16
info@dgap.org . www.dgap.org

Edited by Miranda Robbins
Layout Andreas Alvarez
Design Concept Carolyn Steinbeck · Gestaltung

