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Despite a healthy trade surplus, Europe’s car industry is facing stiff economic and political
headwinds. The decline of the industry has made Europe’s electric vehicle (EV) production
crucial both to the automobile industry’s future and climate change, industrial and trade
policies.

China is the largest and fastest growing EV market and a leader in the development and
design of EVs, making its manufacturers globally competitive. The European Commission
credits this to China’s unfair industrial policy and has imposed tariffs on Chinese EV
imports.

European automakers, however, see their presence in China as essential. Such a China-
centric strategy may have limited benefits for European operations due to the advanced and
specific nature of the Chinese market.

Geopolitical tensions pressure European firms to delink Chinese operations from their
global ones, thus losing their competitive advantage in managing global supply chains and
may end up losing to their Chinese competitors in China and eventually globally as well.
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French:
LE SECTEUR DES VEHICULES ELECTRIQUES CHINOIS: L'EUROPE PEUT-
ELLE RATTRAPER SON RETARD ?

Malgré un excédent commercial sain, 1'industrie automobile européenne fait face a de fortes
turbulences économiques et politiques. Le déclin de l'industrie a rendu la production de
véhicules électriques (VE) en Europe cruciale pour 1'avenir de 1'industrie automobile, ainsi
que pour les politiques climatiques, industrielles et commerciales.

La Chine est le plus grand et le plus rapide marché de VE en croissance et un leader dans
le développement et la conception de VE, rendant ses producteurs compétitifs a 1'échelle
mondiale. La Commission européenne attribue cet avantage a la politique industrielle
déloyale de la Chine et a imposé des droits de douane sur les importations de VE chinois.

Les constructeurs automobiles européens considerent leur présence en Chine comme
essentielle. Une stratégie centrée sur la Chine pourrait toutefois avoir des bénéfices limités
pour les opérations européennes en raison de la nature avancée et spécifique du marché
chinois.

Les tensions géopolitiques exercent une pression sur les entreprises européennes pour
qu'elles déconnectent leurs opérations chinoises de leurs activités mondiales, perdant ainsi
leur avantage concurrentiel dans la gestion des chaines d'approvisionnement mondiales et
risquant de décrocher face a leurs concurrents chinois en Chine et finalement a 1'échelle
mondiale.



Spanish:
EL SECTOR DE VEHICULOS ELECTRICOS CHINO: ;PUEDE EUROPA
ALCANZARLO?

A pesar de un saludable superdvit comercial, la industria automotriz europea enfrenta
fuertes vientos econémicos y politicos en contra. El declive de la industria ha hecho que la
produccion de vehiculos eléctricos (EV) en Europa sea crucial tanto para el futuro de la
industria automotriz como para las politicas sobre cambio climatico, industria y comercio.

China es el mercado de vehiculos eléctricos més grande y de mas rapido crecimiento, y un
lider en el desarrollo y disefio de EVs, lo que hace que sus fabricantes sean competitivos a
nivel global. La Comision Europea atribuye esto a la politica industrial injusta de China y
ha impuesto aranceles a las importaciones de vehiculos eléctricos chinos.

Sin embargo, los fabricantes de automdviles europeos consideran esencial su presencia en
China. Una estrategia centrada en China puede tener beneficios limitados para las
operaciones europeas debido a la naturaleza avanzada y especifica del mercado chino.

Las tensiones geopoliticas presionan a las empresas europeas para desvincular las
operaciones chinas de sus operaciones globales, perdiendo asi su ventaja competitiva en la
gestion de cadenas de suministro globales y pudiendo terminar perdiendo frente a sus
competidores chinos en China y, eventualmente, también a nivel global.



Executive Summary

China’s industrial policy success, including in electric vehicles (EVs), batteries and
solar panels, is a threat to European manufacturers’ competitiveness. Consequently,
the European Union (EU) imposed tariffs on Chinese EV imports, despite less than

half of its members voting for them, with others either abstaining or opposing.

EU’s confrontational stance towards China incurs costs as China is crucial for its
auto exports. It also risks a broader trade war. The global EV sector is localising
production and sales amid rising protectionism in the United States, China and the

EU.

China, the largest and most advanced market for EVs, saw demand surge post-2020
due to consumption subsidies, rapidly developing the industry and supplier
ecosystems. Tesla’s entry further boosted China’s EV sector, enhancing its

manufacturing ecosystems and accelerating the adoption of EVs.

European automakers view their presence in China as critical for their long-term
global competitiveness. They pursue joint ventures and collaborations with Chinese
automakers, battery makers and technology firms, to facilitate knowledge sharing

and/or establish manufacturing supply chains in Europe.

This China-centric strategy might not benefit European domestic operations due to
the Chinese EV market’s specificity and advancement. Many features are
incompatible with European standards, and data restrictions and security concerns

limit the use of Chinese-developed driver assistance software.
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