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Electric vehicles evs beijing

On October 4, the European Union voted in favor of raising tariffs on electric vehicles (EVs) from China. But
while the vote was passed, the high number of abstentions reflects long-standing qualms about how Europe
should stand up to China.

While 10 countries representing 45.99 percent of the EU population (including France, Italy, and Poland)
supported the measure, 12 nations accounting for 31.36 percent of the population abstained, and five countries
led by Germany, comprising 22.65 percent, voted against the tariffs. Had it been possible to actually block the
measure - which would have required at least 15 countries, representing 65 percent of the EU population to
vote it down - at least some of the countries in abstention would likely have changed their vote to an outright
"no."

The proposed tariffs, which could reach as high as 35.3 percent, are aimed at addressing concerns over what
the EU sees as China's market-distorting state subsidies to domestic EV firms. However, the Chinese
government views these tariffs as a "naked protectionist act.” Beijing has consistently denied the existence of
state subsidies, called the findings of the EU investigation "artificially constructed and exaggerated.”

The Chinese government is grappling with significant supply overcapacity in its EV industry, with an
estimated surplus of 3 million battery electric vehicles (BEVs) that cannot be absorbed by the domestic market
alone. This excess production is nearly twice the EU&#8217;s annual consumption. If seen through, the
proposed tariffs will make Chinese EVs more expensive in Europe and potentially limit China's ability to
offload this excess capacity.

From Beijing"s vantage point, the EU&#8217;s investigation into Chinese EV subsidies is a clear case of
protectionism that disregards World Trade Organization (WTO) rules. Chinese officials have criticized the
EU"s actions as typical protectionist behavior and vowed to safeguard the interests of Chinese enterprises.
Hence, before the vote, China attempted to influence EU member states to mitigate the potential impact of the
tariffs.

With the EU holding firm, China pivoted to a more targeted approach, focusing on individual member states
that may be more receptive to its overtures. It has offered economic incentives, such as increased investment
and market access, to countries it perceives as sympathetic to its cause. The most obvious example is Hungary,
which is politically close with China and (not coincidentally) the largest EU recipient of Chinese investment
by far lately, particularly in EVs and batteries.

Spain reversed its support for the tariffs after being promised significant investments in high-tech sectors like

hydrogen power. As the largest exporter of pork products to China, Spain was also likely considering the
retaliatory tariffs Chinais eyeing on the EU pork industry.
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China offered incentives to other EU states as well. In July 2024, Slovak media reported that Chinese car
manufacturer SAIC was eyeing Slovakia and Czechia as potential locations for its EU-based plant. During
Italian Prime Minister Giorgia Meloni"s visit to China in July 2024, the two sides agreed on a three-year
Action Plan to boost economic relations and signed a Memorandum of Understanding on industrial
cooperation, focusing on EV's and green technologies. Italy, however, voted in support of the tariffs.

Hope is not lost for Beijing, even after the vote passed. Both sides are exploring whether an agreement can be
reached on a mechanism to control prices and volumes of exports in place of the duties. The lowered levels of
support within the EU might put additional pressure on the European Commission to find a negotiated
solution.

Instead, China may opt for more targeted measures, such as increasing tariffs on specific European products
like brandy, dairy, and pork. These industries have strong lobbies in the EU and would acutely feel the pain of
Chinese retaliation. China has already launched probes into EU pork and brandy exports, which are seen as
warning shots and potential precursors to more substantial action. As a result, France, for example, has seen
protests from 800 farmers who fear the repercussions the tariffs could have on French brandy exports.

Naturally, Dombrovskis has expressed the EU"s strong concerns regarding China's trade defense
investigations against EU imports of brandy, pork, and dairy. He stressed that these investigations are
unwarranted, are based on questionable allegations, and lack sufficient evidence.

Finally, there's the question of whether the EU"s proposed tariffs on Chinese EVs will serve the stated
purpose. China has already established a significant presence in the European EV market through strategic
partnerships and investments. Chinese automakers have been actively collaborating with European companies
to gain access to advanced technology and manufacturing expertise. For example, SAIC, China&#8217;s
largest automaker, has partnered with Volkswagen to produce EVsin China, while BYD has teamed up with
Daimler to develop electric buses for the European market.
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