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Abstract  

Foreign Direct Investment has traditionally been viewed as an economic instrument used to 

promote innovation, competition, and growth. However, recent literature has emphasized its 

dual nature as both an economic and political tool, capable of advancing strategic state 

objectives. This duality has caused the European Union to review its screening of foreign 

investments, particularly those originating from China and related to strategic sectors, such as 

green energy. Yet, while the European Union seems to act with caution in the green energy 

sector, similar scrutiny is lacking in the agri-food technology sector. 

This study investigates why the European Union balances Chinese investment in the green 

energy sector but not in agri-food technologies, and explores the implications of this 

asymmetry for the European Union’s strategic autonomy and economic security. Drawing on 

structural realism and international political economy, the analysis finds that the European 

Union’s differential balancing behavior is shaped by varying threat perceptions. Green energy 

technologies such as photovoltaics and electric vehicles are linked to critical infrastructure and 

national security, prompting defensive measures. In contrast, agri-food technologies are 

perceived as low-risk and primarily commercial. However, increasing Chinese investment in 

agri-tech, particularly in digital farming, biotechnology, and data systems, is creating new 

dependencies that may reproduce the vulnerabilities observed in the energy sector. The study 

concludes that the European Union must strike a careful balance that protects strategic 

autonomy without undermining technological innovation or international cooperation. 
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Introduction  

For a long time, Foreign Direct Investment (FDI) has been regarded as a primarily economic 

tool used to advance economies and promote innovation, competition, and capabilities. 

However, recently, scholars have begun to view foreign direct investments not only as an 

economic tool but also as a source of political significance. Foreign Direct Investment 

strategies, especially related to critical infrastructure and areas of national security, can blur the 

line between what is a commercial interest and what is a strategic national objective. This dual 

nature has led the EU to implement and increase its Foreign Direct Investment screenings, 

especially when it comes to China and the Green energy sector. However, if Foreign Direct 

Investments are seen as potentially strategic, especially in areas that can affect national security, 

how come areas of the agri-food sector are not overly scrutinized or balanced similarly to the 

green energy sector? 

 All states rely on energy services to satisfy basic human needs and to sustain 

both economic and political stability. Green energy, aiming to replace the world’s fossil fuel 

energy dependencies, is being driven towards creating structural power that benefits the EU, 

and thus is a crucial aspect when it comes to national security. Similarly, food constitutes an 

essential human need, which, like green energy, can be achieved better and more securely 

through technological development in agricultural technologies. Technologies that can shape 

human consumption and track crop development, and shape a new structural system for food 

security, and thus important to national security.  

 However, in contemporary policy debates, sectors seen as traditionally 

strategic, such as energy, are subject to a heightened Foreign Direct Investment screening and 

protectionist measures compared to other sectors, such as the agri-food sector. Food and 

agricultural technologies are often treated as a separate domain from national security and 

perceived with a commercial framework instead of a security-oriented framework. This project 

aims to explore why this discrepancy exists and what implications it may have for the EU’s 

strategic autonomy. 

Thus, the research question sounds:  

Why does the European Union balance Chinese investment in the green energy sector but not 

in agri-food technologies, and what implications could this have for its strategic autonomy 

and economic security? 
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Methodology 

To address the research question, this project applies a neorealist framework to understand why 

the European Union (EU) engages in balancing behavior toward Chinese investment in some 

sectors, but not others. In particular, the project builds on Stephen Walt’s (1987) Balance of 

Threat Theory, which refines Kenneth Waltz’s structural realism by emphasizing perceived 

threats rather than absolute power. Walt identifies four key variables that determine threat 

perception: the state’s aggregate capabilities, geographic proximity, offensive capabilities, and 

perceived intentions. These factors help explain why states, or in this case, the EU as a quasi-

state actor, choose to balance against some external actors or investments but not others. This 

theoretical lens provides the foundation for assessing why Chinese foreign direct investment 

(FDI) is perceived as a strategic threat in the green energy sector but remains largely 

unproblematic in the agri-food sector. It helps identify which of Walt’s factors are at play when 

the EU decides to employ internal balancing measures, such as the EU’s FDI screening.  

From a neorealist perspective, the preservation and maximization of capabilities, 

military, technological, or economic, are essential to maintaining survival and autonomy in an 

anarchic international system. In this study, capabilities are operationalized primarily as 

technological and knowledge-based assets obtained through FDI. Because the project focuses 

on FDI as a form of strategic interaction, it integrates perspectives from the field of 

International Political Economy (IPE) to bridge realism with the economic mechanisms of state 

behavior. 

In the context of the EU–China relationship, FDI is understood as both an 

economic activity and a political instrument. Drawing on Ashley Lenihan’s (2018) arguments, 

governmental intervention in FDI, such as screening, regulation, or conditional approval, 

constitutes a form of non-military internal balancing. These interventions aim to preserve or 

strengthen domestic economic and technological capabilities when foreign investment is 

perceived as a potential threat to national or regional security. 

Non-military internal balancing allows states to enhance long-term security 

without resorting to direct confrontation. It aligns with the EU’s use of investment screening in 

sectors like renewable energy, batteries, and electric vehicles, where technology and data are 

regarded as critical resources. In this project, internal balancing refers to the EU’s strategic 

efforts to regulate FDI in order to protect its technological base and ensure that foreign 

investments do not undermine its industrial competitiveness or political autonomy. 
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To understand the potential future implications of balancing, or the lack thereof, 

for the EU’s strategic autonomy and economic security, the project also draws on David 

Baldwin’s (1985, 2020) concept of economic statecraft. Baldwin’s framework conceptualizes 

economic tools, such as investment, trade restrictions, and subsidies, as instruments of state 

influence. Economic statecraft is relevant here because both China and the EU increasingly use 

FDI as a strategic mechanism to shape power relations, influence global standards, and secure 

access to critical technologies. The theory helps assess how effective the EU’s screening 

policies are as tools of statecraft and what consequences they might have for its autonomy in 

the long term. 

Additionally, Susan Strange’s concept of structural power, particularly her theory 

of power-knowledge structure, is crucial to understanding how technological investments 

reshape power relations. Strange argues that control over knowledge, innovation, research, and 

information flows confers structural power in the global economy. FDI in technology sectors, 

therefore, is not politically neutral; it can shift the balance of power by transferring industrial 

know-how and standard-setting capacity. Combining these theoretical perspectives enables the 

project to analyze how Chinese investments influence the EU’s relative capabilities and 

structural power across two strategic domains: green energy and agri-food technology. 

This project adopts a comparative qualitative research design, combining case study analysis 

and theory-guided interpretation. The comparative structure allows an analysis of how and why 

the EU responds differently to Chinese FDI in two sectors that both carry technological 

significance but are treated very differently in EU policy. 

The two sectors that this project and the comparative analysis focus on are green 

energy technologies and agri-food technologies. Both involve advanced technological 

development, significant COFDI, and potential strategic importance for the EU. However, only 

the green energy sector has triggered intense political and regulatory balancing, while the agri-

food sector has not. Comparing these two domains allows the identification of underlying 

drivers, such as differing perceptions of threat, strategic value, or sensitivity to knowledge 

transfer. 

This project study relies on qualitative data collected through empirical material 

from diverse sources. The sources include official government papers and research articles in 

the field of IR, IPE, and the economy. Both comparative cases were analyzed through one and 

two illustrative case studies. In the green energy section, I analyzed both photovoltaic (PV) 
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manufacturing and electric vehicle (EV) production, while for agri-food technologies, the 

central case was Syngenta and its investments in the EU. These cases were selected based on 

their significance in academic and policy debates and their ability to reflect the broader 

dynamics of COFDI in Europe. 

The analysis was conducted by first identifying the balancing behavior, 

evaluating threat perceptions, and assessing the implications of FDI with structural capabilities 

in knowledge and technology. Each section has a discussion after the individual cases and a 

sectional conclusion highlighting the main findings. The comparative study functions as both 

descriptive and explanatory: it describes how EU policy responses differ between the sectors 

and explains why these differences occur based on theoretical reasoning. 

Given the increasing use of artificial intelligence (AI) in academic research, this 

project explicitly acknowledges its use and limitations. AI tools were used minimally and 

cautiously. They were primarily employed to clarify complex economic terminology, refine the 

linguistic structure of the text, and enhance coherence in presentation. AI was not used to 

generate empirical data, interpret theory, or conduct analysis. All factual content and theoretical 

discussions were derived from peer-reviewed academic sources and verified policy documents. 

The use of AI was guided by an awareness of its potential biases, limited factual accuracy, and 

the ethical obligation to maintain academic integrity. 

Limitations 

This study applied a state-centric theoretical framework, realism, treating the EU and China as 

the main actors. The EU is not a state; however, I treat the EU as a unitary actor for the purpose 

of the analysis. I do recognize that the EU is composed of many member states with varying 

economic and political interests; however, I choose to view the EU as an entity acting on an 

overarching consensus of the member states, functioning as a collective decision-making body 

representing the aggregated interests of its members. While this approach simplifies internal 

dynamics, it allows for a clearer analysis of how the EU behaves as an international actor. 

The project focuses specifically on balancing behavior and does not include 

alternative strategic responses such as bandwagoning, hedging, or appeasement. The focus on 

balancing is justified by the observable rise in investment screening and strategic autonomy 

discourse in EU policy. However, it means that other forms of state interaction are beyond the 

project’s scope. The project’s comparison section only covers a limited number of policies in 
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depth. Broader trade or political dimensions are acknowledged but not analyzed in depth. 

Similarly, FDI flows are hard to track, and secondary sources, such as scholarly research, were 

used as most FDI is not publicly disclosed.  

Important to note, though this project situates FDI within the field of economic 

statecraft, I recognize that the political significance of FDI is a relatively new research field. 

Until recently, FDI was largely perceived as an apolitical market activity, but recent scholarship 

shows how investment is increasingly used as a strategic instrument. This evolving 

understanding shapes the analytical framing and highlights the need for further research into 

FDI as a tool of power and influence. 

Theoretical Framework 

To understand and compare the similarities and differences in the European Union’s approach 

to Chinese Outward Foreign Direct Investment (COFDI) into the green energy sector and the 

agri-food sector, this project will build its theoretical framework on structural realist 

assumptions using both new and older theoretical research within this field or closely related 

to international political economy (IPE). 

Kenneth Waltz’s Theory of International Relations from 1979 positioned 

structural realism as a dominant IR theory. Structural realism, also known as neorealism, 

questions how power and security shape state behavior. The state here is positioned as the 

primary actor in an inherently anarchical international system, and also perceived as a unitary 

and rational actor, primarily concerned with survival. When concerned with survival, the power 

to ensure state security, whether it’s military, economic, or political, becomes the highest 

priority for the state and, consequently, the decisive factor shaping strategies and behavior. 

Survival is dependent on the state itself, creating a “self-help” system, which causes states to 

be especially concerned with the relative distribution of power. The relative distribution of 

power can be defined primarily based on the capabilities of the states. As a result, states seek 

to either maintain or maximize their power relative power to that of other states. This is the 

case either when the state is threatened or when its relative power is challenged due to 

disadvantaged changes in the distribution of capabilities (Little, 2007; Waltz, 2000). 

To counter this, states can choose to balance the relative power of another state 

by either external or internal methods. External measures include moves to enlarge or 

strengthen one’s own alliances or to shrink or weaken an opposing one; internal measures 
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include increasing the state’s own economic capabilities to develop new and clever strategies 

and/or to increase military strength (Little, 2007; Waltz, 2000). Governmental intervention 

toward COFDI in the EU can, in this relation, be understood as a tool of internal balancing, as 

it is an effort to preserve or enhance domestic economic capabilities. This is particularly the 

case when the investment poses a threat to domestic companies, either in the form of alterations 

or to the state’s relative possession of those capabilities. If the state perceives the investment 

to be detrimental to its security, then the act of intertwining is an act of protection against 

foreign control. States may attempt to block the FDI or alter its form to preserve technological 

and industrial advantages. Particularly, vital advantages for their military power, as well as the 

resources needed for their continued existence. Ashley Lenihan (2018) argues that 

governmental intervention toward FDI can be seen as a non-military internal balancing, non-

military in the sense that the strategy still revolves around building and maintaining economic 

capabilities and/or strengthening military capabilities, while at the same time taking “actions 

that seek to enhance a state’s relative power position vis-à-vis another state, or states, without 

severing the greater meta-relationship at stake between those states” (Lenihan, 2018, p. 42-

43). Moreover, she adds that most governmental interventions occur on the grounds of national 

security and in the sectors commonly associated with it. Non-military internal balancing, 

therefore, allows states to provide long-term security by taking advantage of their current 

power position without causing the state to engage in activities that are perceived as inherently 

confrontational (Lenihan, 2018). COFDI is no longer regarded as politically neutral, but is 

increasingly recognized as a political tool that can advance national strategies alongside 

commercial interests. FDI screening, used to protect strategic sectors while preventing rivals 

from gaining strategic capabilities, though situated economically, serves the same purpose as 

traditional balancing (Liu, 2020). 

Stephen Walt refined his classical realist notion of “Balance of Power” into the 

“Balance of Threat” theory. Here, Walt argues that states do not simply balance against the 

most powerful state, but rather against those they perceive to pose the biggest threat to the 

state’s security. He defines threat perception as dependent on the combination of four variables: 

available resources & capabilities, geographic proximity, offensive capabilities, and perceived 

intentions (Walt, 1987). Other scholars, such as Thomas Schelling, further argue that the 

perception of hostile or aggressive intentions at times can outweigh the other variables (Bock 

& Henneberg, 2013). Threat perception causes states to engage in internal and/or external 

balancing behavior over other tactics, such as bandwagoning. However, the balancing efforts 
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tend to risk intensifying the security dilemma as the attempts to contain or deter another state 

may inadvertently heighten tensions and reinforce the very threat states seek to manage (Bock 

& Henneberg, 2013; Walt, 1987). Structural realism also recognizes cooperation, which can 

occur when it benefits the security of the state and helps balance against common threats. Such 

cooperation, however, is constrained by concerns of relative gains and the risk of dependency 

(Walt, 1987). The likelihood of governmental intervention, therefore, depends on several 

factors: geopolitical and economic competition and economic nationalism. The nature of FDI 

is both economic and political. Liberalized FDI shows openness by attracting capital flows and 

integrating the economies into global supply chains, while FDI screening based on national 

security concerns shows that states are acutely aware of the strategic dimensions of FDI, further 

highlighted by Susan Strange’s States and Markets (1988). She provides a perspective on how 

states and markets interact, specifically focusing on how structural power sets out the 

framework within which all actors must operate. Strange identified four structures through 

which structural power is exercised: finance, security, production, and knowledge. As this 

project will be examining FDI regarding knowledge and technological elements across the agri-

food sector and the green energy sector, the knowledge structure is the most relevant of the 

four. Power in knowledge structure encompasses control over innovation, research and 

development (R&D), and information flows. Investments into sectors such as renewable energy 

or agri-food biotechnology are therefore not just economic, but a mechanism that can shift and 

change structural power through the transfer of technological capabilities and industry know-

how (Strange, 1994). 

David Baldwin’s revised theory of economic statecraft from 2020 delves deeper 

into the rise of political awareness toward FDI. Within economic statecraft, investment 

screenings and strategic outward investment have been added to Baldwin’s original list of 

economic instruments that are used to influence state behavior in the pursuit of national 

objectives. Whereas the traditional tools only included sanctions, embargoes, trade restrictions, 

and foreign aid. The effectiveness of economic statecraft, such as the use of FDI, cannot be 

judged solely on whether full compliance is achieved or not, but can be assessed in multiple 

ways: it may secure partial success by gaining concessions even if demands are not fully met; 

it may impose costs by weakening the target through economic or political pressure; it may 

serve as symbolic signaling, demonstrating resolve and credibility even when immediate goals 

are not realized; and it may achieve proportionality by calibrating measures so that they remain 

effective while avoiding unnecessary escalation. OFDI therefore operates on a spectrum of 
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coercion and persuasion, gaining its power from the ability to impose costs and signal 

seriousness without resorting to military force (Baldwin, 1985, 2020; Liu, 2020). 

The next chapter will delve into FDI, what it is, and the trends in FDI flows seen 

over time, and the policy shift led by the changes in the FDI flows.  

Chapter 1: Trends and Policy Shifts in FDI 

FDI refers to a long-term investment undertaken by a multinational enterprise (MNE), state-

owned enterprise (SOE), private corporation, or even an individual investor from one country 

into a business entity located in another. The primary objective of FDI is to establish a lasting 

managerial influence or ownership control over the foreign enterprise (Sauvant, 2002). 

FDI can be characterized in two main ways: by mode of entry or by direction of 

investment flow. By mode of entry, FDI is classified as either greenfield investment or mergers 

and acquisitions (M&A). Greenfield investments involve establishing new operational 

facilities or infrastructure, whereas M&A entails acquiring or merging with existing companies 

to obtain strategic assets such as technology, brand value, or market access. By direction of 

investment flow, FDI is categorized as either inward or outward. Inward FDI occurs when 

foreign investors invest in the domestic economy, for example, a Chinese firm establishing a 

factory in the EU. Outward FDI, on the other hand, takes place when a domestic company 

invests abroad, for example a Chinese company acquiring a food company in the EU. This 

study focuses on FDI in the form of M&A, but will encompass areas of greenfield as well.  The 

main focus will be outward FDI flows from China directed toward technological areas within 

the green energy and agri-food sectors.  

 FDI plays a deciding role in global economic development by facilitating the 

transfer of capital, advanced technologies, and managerial expertise across national borders. 

However, the benefits and consequences of FDI can vary considerably depending on the 

direction of the investment flow. Historically, much of the academic literature has focused on 

FDI flows from developed to developing countries, though in recent years, global investment 

patterns have shifted, with a growing share of FDI now originating from developing countries, 

most notably China, into developed countries, such as the EU(Marzo, 2022; Sauvant, 2002). 

When FDI flows from developed to developing countries, it is typically regarded 

as growth-enhancing as investments can generate capital inflows, create employment 
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opportunities, improve the balance of payments, enhance productivity, and facilitate 

technological transfers through spillover effects. Nonetheless, FDI can also pose challenges to 

developing host countries. Foreign investors may gain a significant portion of their profits, and 

thereby worsening the income balance. In some cases, MNCs can dominate domestic markets, 

outcompete local firms, and create economic dependency. Moreover, a lax regulatory 

framework may lead to environmental degradation, labor exploitation, or other social concerns 

(Razzaq, An, & Delpachitra, 2021). 

FDI flows from developing to developed countries have been shown to have 

different motives and strategies. Outward FDI from developing economies often aims to: (1) 

Advance technological capabilities and research and development (R&D) capacity; (2) Acquire 

established brands or distribution networks; (3) Gain access to know-how and skill 

development opportunities; and (4) Diversify markets and assets (Sauvant, 2002). These 

strategies can provide significant benefits for the investing (home) countries, including 

enhanced technological knowledge, improved competitiveness, and greater global market 

presence. By acquiring renowned brands and advanced production methods, firms from 

developing economies can strengthen their domestic industries through reverse technology 

transfer and learning effects. For developed host countries, the FDI from emerging markets can 

provide capital inflows, job creation, and increased competition, which can stimulate 

innovation and reduce consumer prices. It may also foster mutual trade and economic 

interdependence. However, such investments can raise political and security concerns, 

particularly when they involve strategic sectors or critical infrastructure. Public perceptions 

and national security considerations may therefore influence the extent to which developing-

country investors are allowed to acquire major firms or assets in developed economies (Razzaq 

et al., 2021; Sauvant, 2002).  

The direction of the FDI flow tends to indicate aspects of its nature. FDI from developed 

countries to developing countries tends to be economically growth-enhancing compared to its 

counterpart. FDI from developing countries tends to enhance their technological capabilities to 

reduce dependencies on external capability centers. FDI trends between the EU and China can 

show how politics are impacted and shaped by the FDI flow and vice versa. The next sections 

examine how FDI trends have changed over time and how the EU-China relations have been 

shaped by it.  
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FDI Trends over time: EU-China  

In the 2000s, almost 90 percent of all investment laws were liberalizing, essentially reducing 

all restrictions on FDI flows, with few exemptions such as double taxation and transfer pricing. 

Most investment reforms were aimed at reducing government intervention and were 

characterized as part of an anti-regulatory period (Sauvant, 2002). As governmental 

interventions were being reduced, international legal mechanisms were also put in place to 

“protect” investors in case of governmental intervention. This allowed investors to sue 

governments, but the dispute system often enabled them greater legal privileges than domestic 

companies, creating an imbalance. During this period, investment flows primarily moved from 

developed to developing countries, giving developed countries the most benefits from the 

liberalization, often exploiting the weaker regulatory capacity of the host countries (Sauvant, 

2002). During the European financial crisis in 2008, which caused a prolonged economic 

downturn, Chinese FDI, as well as other FDI from developing nations, started to enter the EU. 

The FDI was needed to recover from the crisis, and the EU started promoting FDI to stimulate 

growth. by attracting investors from outside the EU (Marzo, 2022). In 2016, Chinese FDI 

reached its highest investment peak in M&A and greenfield investments. In contrast, recent 

years have shown a decline in Chinese FDI flows to the EU, while investment from the EU 

into China has remained relatively stable and consistent (Durá & Vandermeeren, 2024). In 2018, 

the trends started to change as the global landscape of FDI underwent a drastic transformation 

(Terán, 2024). The combined effects of the COVID-19 pandemic, the war in Ukraine, and the 

trade tensions between the United States and China caused significant economic disruptions 

(Marzo, 2022). Consequently, FDI increasingly became employed as a tool of statecraft, 

intertwining political strategy and national security objectives with investment decisions, 

particularly in sectors considered strategic or critical to national interests. 

Aiyar et al. (2024) found that FDI is becoming increasingly concentrated among 

countries that are geopolitically aligned, especially within strategic industries. She found that 

investments between politically aligned nations are now twice as likely to occur as it would be 

expected if FDI were unrelated to geopolitical relations. More recent data suggests that this 

likelihood has risen 2.5 times higher, indicating that geopolitical considerations have become 

progressively more influential in shaping FDI patterns. The acceleration of this trend has been 

especially evident since the onset of US–China trade tensions in 2018, with pronounced effects 

on investment flows from emerging economies to strategic sectors (Aiyar, Malacrino, & 

Presbitero, 2024). 
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According to Aiyar et al.’s 2024 study, these shifts imply a deepening geopolitical 

fragmentation of FDI, leading to investment clustering within political blocs. This FDI trend 

risks reducing global output and efficiency by limiting cross-border capital flows. This is 

particularly concerning given that FDI is recognized as a major driver of job creation, 

technological diffusion, and capital accumulation in both developed and developing economies. 

Of particular relevance to this study, FDI plays a critical role in facilitating knowledge transfer, 

which is essential for advancing sectors such as green energy and technologies needed in 

agriculture. However, the current fragmentation of FDI reflects a broader trend in which cross-

border economic interactions, including trade, investment, and technology exchange, are 

increasingly shaped by geopolitical considerations, threatening to undermine the multilateral 

cooperation needed to address global challenges such as climate change, food security, and 

energy sustainability (Aiyar et al., 2024). The European Screening Regulation from 2019 

illustrates the growing awareness toward FDI as a tool of economic statecraft. The regulation 

adds a new tool to the EU’s balancing strategies that is targeted at strategic FDI from SOEs or 

state-sponsored companies and their acquisition of capabilities in sectors deemed important to 

national security.  

European FDI Screening 

The EU Screening Regulation (EU) 2019/452 was established as a framework for screening 

FDI in Europe by facilitating cooperation mechanisms between Member States and the 

European Commission, allowing for the exchange of information and coordination in the 

assessment of foreign investments. The regulation defines screening as the process of 

evaluating, investigating, authorizing, conditioning, prohibiting, or reversing FDI within the 

EU. Thus, providing a general regulatory tool that outlines the terms, conditions, and methods 

for conducting FDI screening within the EU. Thus, the framework helps to determine which 

investments should be approved, conditioned, or rejected (Official Journal of the European 

Union, 2019). 

The screening framework works on the basis of voluntary participation. However,  

it is strongly recommended that Member States implement national screening mechanisms. 

Article 4 of the Regulation stipulates that both Member States and the European Commission 

must assess the potential impact of FDI on critical infrastructure and technologies, such as AI, 

robotics, semiconductors, cybersecurity, aerospace, defense, energy storage, quantum and 

nuclear technologies, nanotechnology, and biotechnology. Similarly, critical infrastructure 
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refers to both physical and digital systems related to energy, transport, water, healthcare, 

communication, media, data storage and processing, aerospace, defense, elections, and 

financial services. It also includes land and real estate essential for the functioning of such 

infrastructure (Official Journal of the European Union, 2019; Terán, 2024). 

Given the broad definitions of critical infrastructure and national security threats 

embedded in the screening mechanism, nearly all forms of FDI can be screened under the 

premise of protecting national security. The increasing number of investment authorizations 

from the European Commission shows that Member States are increasingly using the 

framework to screen FDI coming into different economic sectors. In 2022, there was a clear 

trend among member states toward adopting a broader screening of incoming FDI, especially 

from non-EU countries. The EU, thus, remained generally open to FDI, most rejected or 

conditioned screenings were linked to national security concerns involving critical 

infrastructure from non-EU countries. This gradual shift among member states toward 

systematic FDI screening indicates the EU’s movement toward greater national and regional 

autonomy within its internal markets (Sattorova, 2023). 

This trend in screening continues to evolve to this day. In 2023, new proposals 

for revising the FDI screening framework were introduced with the aim of transitioning from 

the current voluntary system to a mandatory one, requiring all Member States to establish and 

maintain national screening mechanisms. Furthermore, the proposal suggests expanding the 

scope of screening to include indirect investments made via EU-based entities. Current 

discussions also indicate a potential increase in the European Commission’s powers to 

intervene and a stronger EU-level cooperation mechanism (Carnazza, Vaz, & Accardo, 2025). 

This development aligns with the EU’s increased balancing of FDI and its pursuit of open 

strategic autonomy. Meaning, a balance between maintaining openness to FDI that supports 

innovation, competition, and economic growth, while simultaneously strengthening strategic 

independence through enhanced oversight of critical sectors. 

Chinese multinational corporations (MNCs) and multinational enterprises 

(MNEs) have been particularly affected by the implementation of the EU screening 

mechanisms and its increased usage among member states.  However, the challenge of the 

mechanism often lies in tracing the origin of investments, as numerous Chinese companies 

receive state funding or subsidies designed to advance national policy objectives in global 

markets. The rise of protectionist policies toward FDI, coupled with the strong influence of the 
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Chinese national policies in OFDI, has resulted in a significant reduction in Chinese investment 

activity in Europe. In 2023, Chinese FDI in Europe fell to its lowest level since 2010, declining 

from 7.1 billion euros in 2022 to 6.8 billion euros in 2023. The value of M&A also dropped 

sharply by 58 percent to just 1.5 billion euros, reflecting heightened regulatory scrutiny and 

stricter FDI screening measures (Kratz, Zenglein, Brown, Sebastian, & Meyer, 2024). However, 

while overall M&A investment volumes have decreased, Chinese greenfield investments have 

increased. The share of greenfield investment rose from 51 percent in 2022 to 78 percent in 

2023, up from a previous low of 29 percent in 2017. This shift reflects a strategic reorientation 

in response to EU screening mechanisms.  Sectors linked to the electric vehicle (EV) supply 

chain, both upstream and downstream, encompassing battery production, raw materials, and 

related infrastructure, attract the most screening (Kratz et al., 2024). Given the EU’s growing 

focus on FDI screening mechanisms and the growing geopolitical tensions between the EU and 

China, a near-term change in Chinese investment activity appears unlikely, as the EU continues 

to approach Chinese FDI with new and nuanced strategies, which situates China as both a 

partner for cooperation, an economic competitor, and a systemic rival (Durá & Vandermeeren, 

2024).  

The current FDI trends show an increased effort within the EU to shield and 

balance against FDI in strategic sectors from non-EU countries. Arguably, this is a sign that 

states perceive FDI as an economic tool of statecraft. Meaning, FDI can be used to attain 

national strategic objectives through strategic investments guided by state policies and 

subsidies. It is especially FDI in green energy sectors that are prone to screening. This is mainly 

due to its fast-paced technological development and the structural power of energy systems and 

their dependencies. The next chapter will examine the FDI trends in the green energy sector, 

specifically in solar photovoltaic (PV) and electric vehicles (EV) technology. 

Chapter 2: Green Energy Sector Analysis 

Like many developing countries, China’s rapid industrialization generated a strong drive to 

advance technologically to reduce its dependence on high-tech capabilities from developed 

countries. Thus, a growing demand for better manufacturing technologies, such as robotics, 

intelligent sensors, wireless sensor networks, etc, has increased rapidly. This growing demand 

created attractive business opportunities for foreign firms investing in China, as they could 

provide technological spillovers that would evolve the country’s manufacturing sector by 

introducing and sharing cutting-edge technologies that domestic producers were not yet able 
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to supply. The modernization process promised substantial profits for international companies 

and opened pathways for deeper economic, technological, and political cooperation between 

China and its partners in the EU and the US. The global community largely welcomed this shift 

and embraced China’s ambitions to strengthen its market and innovation capacity; however, 

only within the standards set by the EU and the US in the global system, which promoted 

limited government intervention in economic markets and facilitated open competition.  

China’s approach that contested these ideals and standards was not welcomed (Wübbeke, 

Meissner, Zenglein, Ives, & Conrad, 2016). China’s national strategies directly sought to 

challenge the current global system, advancing itself as a leader in high-tech areas.  

COFDI in Green Energy: Strategic Goals  

President Xi Jinping introduced in 2015 the Made in China 2025 (MIC 2025) initiative, 

presenting China's overarching vision to turn China into a leading global industrial power by 

2049, aligning with the centennial anniversary of the founding of the People's Republic of 

China. The MIC 2025 aimed to reduce the country’s dependence on foreign technologies by 

promoting an import-substitution policy, that is, the replacement of imported goods with 

domestically produced alternatives (Nawaz, Abu Saleem, & Kayani, 2024). MIC 2025 enabled 

the Chinese government to intervene systematically in domestic markets to promote and 

consolidate the economic dominance of Chinese enterprises, while placing foreign competitors 

at a disadvantage. The strategy directly contested international trading norms by encouraging 

extensive government intervention to strengthen high-tech industries, as China sought to 

replace foreign technology domestically in preparation for its “go global” policy. Essentially, 

aiming to advance as a leading nation in high-tech sectors globally. 

MIC 2025 emphasizes concepts such as indigenous innovation and self-

sufficiency, while setting ambitious targets for Chinese suppliers to produce 70 percent of core 

components and key materials domestically by 2025. Semi-official documents outlined specific 

goals, including producing 40 percent of mobile chips, 70 percent of industrial robots, and 80 

percent of renewable energy technologies within China by 2025. To achieve these objectives, 

the Chinese government has allocated substantial financial resources to strengthen its industrial 

base. In 2016 alone, Chinese innovation and technology funds received a total of 21.7 billion 

euros in state financing. This amount stands in stark contrast to the EU, where Germany, for 

example, only provided 200 million euros for research in industrial technologies (Wübbeke et 
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al., 2016), thus, showing a clear difference between China and the EU’s level of market 

intervention in strategic investments at the time. 

At the same time, foreign firms in China were likewise faced with domestic trade 

barriers that conditioned their investments, providing China with an increased relative gain in 

technological areas. The trade barriers, combined with the “Go Global” initiative and the 

increasing funding of domestic high-tech developers, added a distinctly outward-looking 

dimension to MIC 2025. During this period, COFDI was largely directed toward accelerating 

M&A in technologically advanced countries, including members of the European Union. Most 

of these acquisitions were closely aligned with national objectives, as many of the acquiring 

firms were state-funded and/or directly or indirectly guided by the Chinese government 

(Wübbeke et al., 2016). In the short run, MIC 2025 created business opportunities for European 

firms, which could provide the technological expertise and spillovers that China required to 

advance its industrial upgrading strategy. In the long run, however, the successful absorption 

of these technological spillovers has allowed China to progressively narrow the technological 

gap between itself and the EU. MIC 2025 has therefore been perceived by both the US and EU 

as a direct threat to their own high-tech and innovation-driven industries, particularly in the 

green energy sector. This shift in FDI ultimately influenced an increase in FDI flows toward 

the EU green energy sector while also raising European concerns about Chinese investments 

in strategic high-tech sectors. At present, China is the world’s largest energy consumer, with 

the majority of its energy still produced from coal, a highly outdated and environmentally 

damaging system. The fact that China is incredibly energy dependent on coal plays a pivotal 

role in the need to invest in technological development in the green energy sector. By becoming 

a leading nation in green energy technologies, China can gain the ability to shape global 

structural power and ensure state survival. FDI into green energy can further enhance China’s 

competitiveness in international markets through international joint ventures and knowledge 

acquisitions, often supported through direct government funding,  which plays an essential part 

in China’s path toward sustainable industrial modernization (Nawaz et al., 2024). 

With the implementation of the European Green Deal, the EU has positioned 

itself as a leading force in the global transition from fossil fuels to renewable energy solutions. 

With its ambitious goal of achieving climate neutrality by 2050, the EU has placed particular 

emphasis on strengthening cooperation among member states to align political, economic, and 

technological efforts across the Union.  European countries started to develop and implement 

policies and strategies that enabled effective transformation of their economies, governance 
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systems, and infrastructures, with a specific focus on strategies supporting research and 

innovation (Pylak, Pizoń, & Łazuka, 2024). Innovation and technology lie at the very core of 

the EU’s vision for sustainable development. However, this vision increasingly coincides with 

the EU’s pursuit of open strategic autonomy, a framework designed to ensure resilience and 

reduce dependency on external powers (Paleari, 2024). As both China and the EU compete for 

leadership in the green energy sector, heightened competition and elements of rivalry between 

the two actors have become more apparent in this sector.  

If the green energy sector succeeds in achieving stability, energy security, and 

reliable technological solutions, the global system, currently dependent on fossil fuels, will 

arguably undergo profound change. Success in this area is not only essential for reducing 

greenhouse gas emissions and promoting environmental sustainability, but also for shaping the 

future of global energy governance. At present, much of the world’s economic and political 

power is concentrated in states that possess fossil fuel resources. A successful transition toward 

renewable energy would redistribute this power to countries with the technological expertise 

and production capacity to lead in clean energy, potentially transforming the existing 

geopolitical and economic landscape. As the green energy sector evolves, its success will 

depend not only on access to physical resources such as rare minerals and metals, crucial for 

the production of batteries, semiconductors, and other high-tech components, but increasingly 

on knowledge and technological capability. Thus, knowledge itself can be regarded as a critical 

resource, shaping both industrial competitiveness and national power. Consequently, 

information and technology spillovers resulting from strategic FDI become even more 

significant. Governments are increasingly using FDI as a tool of statecraft to acquire strategic 

knowledge and technological assets. This is particularly evident in China’s approach, where 

state-backed subsidies and policy guidance encourage firms to align their international 

investment strategies with national objectives. Such practices underscore how the contest for 

leadership in the green energy sector extends beyond traditional resource competition and 

encompasses strategic control of knowledge, innovation, and technological development. 

(Sattich, Agyare, & Langhelle, 2023) 

The green energy sector covers a wide range of technological areas, each 

contributing to the transition toward green energy systems. This study will focus on two 

primary areas within the green energy sector: green mobility technologies, specifically electric 

vehicles (EVs), and renewable energy technologies, specifically solar photovoltaic (PV) 
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systems. These sectors have been selected due to their high levels of global competition and 

strategic significance within the broader green energy landscape. Nonetheless, it is important 

to recognize that the entire energy industry is currently facing substantial competitive and 

technological pressures across all areas.  

Renewable Energy: Solar Photovoltaic Panels 

Renewable energy (RE) sources such as solar, wind, hydropower, bioenergy, geothermal energy, 

and ocean power are located within the broader category of green energy (Pylak et al., 2024). 

In 2019, RE produced approximately 15.7 percent of the EU’s total primary energy 

consumption, rising to around 22 percent by 2021. A growth that is reflective of increasing 

commitment from the EU member states to the objectives of the European Green Deal, and in 

2022, more than 90 percent of EU member states were investing in initiatives aimed at 

improving energy efficiency and promoting technological innovation in the green energy sector. 

This growth in demand for RE has exponentially increased the economic market value of 

renewables. In 2020, the global RE market was valued at approximately 881.7 billion USD, 

with projections estimating an average annual growth rate (CAGR) of 8.4 percent, which 

estimates the market value to reach around 1.98 trillion USD by 2030. Today, solar power 

remains one of the most widely adopted and promising forms of RE and it is primarily 

generated through PV cells, which absorb sunlight and convert it into electricity. The potential 

of solar power is huge, as scientific estimates suggest that the energy from just one hour of 

sunlight, in theory, could meet the world’s total annual energy demand. Thus, the central 

challenge for the solar industry lies not in energy availability but in developing sustainable, 

efficient, and safe technological capabilities that have the potential to use the energy input from 

the sunlight (Androniceanu & Sabie, 2022).  

At the start of the 21st century, the EU was a global leader in RE manufacturing, 

accounting for around 26 percent of global production in 2000. In 2014, after the financial 

crisis in 2008, this share had declined to approximately 21 percent. At the same time, China 

experienced a rapid rise in the sector, where China’s share of global RE manufacturing grew 

from 7 percent to about 25 percent, focusing primarily on PV panel production. Though 

Chinese manufacturers initially lacked the same level of technological capabilities as their 

European counterparts, they over time succeeded in acquiring the capabilities needed to 

compete with the EU. The capabilities were mainly acquired through FDI in the form of M&A 

in Europe. Here, Chinese companies, mostly SOEs, merged with EU high-tech companies, 
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wherefrom they gained knowledge and enhanced their capabilities within the sector. This 

further helped the domestic innovation level as capabilities were sent back domestically as well. 

This development in the RE sector, specifically in the PV panels, raised concerns within the 

EU regarding the potential loss of industrial capacity and technological expertise and its 

consequences for the European economy and structural power in the green transition. However, 

despite the rising tensions and competitive pressures between China and the EU, they continued 

to remain each other’s largest trading partners in RE, though certain trade asymmetries were 

found. Altiparmak et. al. found that the  EU remains a more significant export destination for 

China than vice versa, and argue that the EU’s trade deficit in renewable products reflects a 

cautious approach to managing this interdependent relationship (Altiparmak, Thies, & Shutters, 

2025). However, in recent years, the balance of power in RE technology looks to increasingly 

tilt toward China. A key factor behind this shift is the price competitiveness of Chinese PV 

panels, which are estimated to cost up to 50 percent less than their EU-produced counterparts. 

This advantage has a direct correlation to the extensive governmental subsidies and low labor 

costs in China. This advantage is especially clear to see as China, in 2023, commissioned a 

new solar PV capacity equivalent to the total global capacity added in 2022. The country now 

hosts nine of the world’s ten largest solar PV manufacturing companies and accounted for 

nearly half of all global solar investments in 2023 (Altiparmak et al., 2025; van der Linden & 

Łasak, 2024). The advancement of China’s high-tech industries aligns with the policy 

framework of MIC 2025, which prioritizes and encourages technological self-reliance and 

leadership in advanced industries. As of 2023, China’s total RE capacity reached approximately 

1,453,701 MW, which is more than double that of the EU (640,449 MW), out of a global total 

of roughly 3,864,522 MW. China’s share of global solar cell and module manufacturing today 

exceeds 80% across all stages of the supply chain, constituting roughly twice its domestic 

demand. This makes China the world’s largest producer of solar energy, closely followed by 

the EU. However, the EU currently does not have the capabilities to contest Chinese PV panels, 

and a shifting focus toward other RE areas, such as wind-generated energy, is rising. 

(Altiparmak et al., 2025) The EU is currently focusing substantial resources toward protecting 

its position in RE; however, the evolving EU–China relationship in the RE sector is 

characterized by both competition and interdependence. While Chinese SOEs continue to 

expand their presence in the European solar market, many EU-based renewable energy 

companies are facing financial strain due to rising material and energy costs. At the same time, 

European firms continue to encounter significant barriers when entering the Chinese market, 

including restrictive regulations, cybersecurity requirements, and pressures to share 
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technological capabilities. All while Europe has become a substantial destination for COFDI 

in the RE sector, with approximately 43.7 percent of investments in this sector coming from 

China, directed specifically toward solar-related projects that can enhance Chinese innovation 

and develop infrastructure. The subsidies from China have enabled Chinese solar 

manufacturers, such as Jinko Solar, to gain a competitive foothold in the European market. 

However, Chinese investments are diversified in nature and flow into other sectors as well, 

such as automotive manufacturing, health and biotechnology, and information and 

communication technology. Most notable takeaway is that COFDI changed its preferred 

investment mode from M&A to greenfield projects, reflecting the EU’s strengthened screening 

mechanisms and the Chinese FDI response. As mentioned previously, the screening mechanism 

tends to primarily target M&A transactions and SOEs activities, though a future update of the 

mechanism may extend its scope to include greenfield investments as well (Altiparmak et al., 

2025; Buts, Wang, & Jegers, 2025; Wübbeke et al., 2016). 

Discussion  

The PV sector was an area of technology where the EU had the biggest technological and 

industrial foothold, much stronger than that of China. However, China’s technological 

acquisitions and control over the supply chain have fundamentally changed this balance. Today, 

even if the EU wanted to produce PVs that could compete with China’s, it remains heavily 

dependent on key supply chain components, where around 80 percent are controlled by China. 

As a result, the EU is reacting to Chinese investments with enhanced screening and shifting its 

focus toward other RE sectors while maintaining the control and knowledge the EU currently 

possesses in the PV sector. The PV case study reflects competition over relative power within 

the RE sector. The redistribution of manufacturing capacity and technological expertise from 

Europe to China signifies more than an industrial shift, it represents a structural transformation 

in the global distribution of power. China’s dominance in PV technology and production 

networks strengthens its ability to shape international standards, pricing, and technological 

dependencies. Thus, the EU’s use of investment screening mechanisms is a response to these 

shifts in relative capabilities. The screening mechanism is in itself a tool for internal balancing, 

aimed at preserving and maintaining the current power structures that the EU holds to ensure 

and protect the EU’s capabilities and thus its security and autonomy. The current imbalance in 

the PV sector, where nine out of the world’s ten largest PV manufacturers are based in China, 

coupled with China’s control over the supply chain, poses a significant security challenge for 

the EU. The EU’s ambition to meet its climate goals further increases demand for PV 
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technologies that it cannot supply independently. This dependency threatens the EU’s relative 

gains as it loses manufacturing, technological, and standard-setting capabilities to China.  

Using Walt’s balance of threat theory, China’s growing footprint in the EU and 

its enhanced manufacturing power demonstrate both aggregate capability and proximity, 

factors that heighten its potential to threaten the EU. Chinese cost subsidies further endanger 

EU producers, potentially driving them out of the market and leaving China as the dominant 

supplier of PV technologies. These offensive economic capabilities could be detrimental to the 

European economy and sovereignty. Additionally, China is perceived as a threat due to the clear 

asymmetry in investment relations. EU investors in China face strict regulatory barriers, 

cybersecurity restrictions, and pressure to share technologies with domestic Chinese firms. This 

asymmetry has become more pronounced as interdependence concerns rise on both sides, 

facilitating a security dilemma. It is important to note that the PV sector extends beyond simple 

means of production. It entails knowledge creation, financial flows, and technological 

innovation. China’s dominance in all three areas allows it to shape the system to its advantage, 

influencing price formation, investment cycles, and technological roadmaps. Relinquishing 

these structures threatens the EU’s structural power not only in PV but also in related sectors 

such as energy storage, power electronics, and system integration. The EU is responding to the 

investment in the PV sector with a substantial amount of non-military internal balancing, as 

governmental intervention is increasing to preserve core capabilities. Other methods, such as 

deploying trade-defense instruments when market injury is evident and using industrial policy 

to rebuild domestic capacity while maintaining the overall relationship with China, are also 

employed. However, it is clear that the objective is not to exclude China from the market, but 

to exercise greater control over capabilities, particularly capabilities that are transferable 

through technological spillovers, ensuring that they benefit the EU more than China. Current 

tools to balance China in the PV production focus on M&A the EU’s consideration of extending 

screening mechanisms to greenfield investments is an attempt to balance harder against China 

to close the growing gaps in technology and production capabilities. However, this move also 

carries the risk of reducing the inflow of capital and capabilities. At the same time, the growing 

preference for greenfield investment can be seen as a positive development, as greenfield 

investments make it possible for the EU to easily condition the FDI in its favor without having 

to reject it outright. This approach allows the EU to retain control over strategic sectors while 

maintaining the flow of investment necessary for technological development and capability 

building within the EU. The EV sector, another industry within green energy, is also under 



 24 

heavy competition and affected by trade tensions between China and the EU. The next chapter 

will examine the EV sector and the EU’s balancing behavior.  

Green mobility: Electric Vehicles  

The automobile industry is currently undergoing massive restructuring as the sector transitions 

from internal combustion engines (ICE) to battery-driven electric vehicles (EVs). European 

manufacturers, who for the longest time have been global leaders in automobile technology, 

are now faced with high production costs for EV batteries and a limited domestic battery base. 

This is restricting the EU’s ability to supply affordable, mass-market EVs at scale to meet the 

growing demand. Current EV models from the EU cost an average of 50,000 euros, which 

affects the adoption among middle- and lower-income households who need to transition from 

ICE vehicles to EVs to achieve the EU’s sustainability goals. By contrast, Chinese 

manufacturers have managed to produce EV models at competitive prices, supported by tightly 

integrated supply chains that are rapidly expanding into the European market. In 2024, 

approximately one out of every four EVs sold in the EU was made in China, compared with 

almost none in 2019 (Tagliapietra, Trasi, & Sebastian, 2025).   

This market share is not an accident; it is the cumulative outcome of Chinese 

industrial policy, joint ventures oriented around “trading market for technology,” and 

substantial state support for upscaling strategic industries, including EV batteries. China has 

been the world’s largest producer and market for motor vehicles since 2009 and entered the era 

of EVs with clear productional advantages. The first advantages were made when the 

government identified three key areas for technological upgrading: pure EVs, plug-in hybrids, 

and fuel cells. The government then supported all three areas with a total of 950 million yuan 

for R&D (Pawlicki & Luo, 2017). As a result of large pilot programs and production subsidies, 

Chinese firms began to emerge as global leaders in batteries and key areas of power electronics, 

with companies such as CATL becoming the world’s largest battery producer and a major 

supplier to both the EU and the US. In response, European manufacturers have been scrambling 

to catch up: Volkswagen alone earmarked 35 billion euros for EVs in 2025 and announced 

plans for up to 70 fully electric models by 2030. However, cost and supply-chain frictions 

continue to pose major obstacles for European manufacturers (Sattich et al., 2023). 

These industrial shifts have strategic implications for the EU. As Europe 

decarbonizes, it risks replacing its current trade dependencies on fossil fuels with new 

dependencies in clean-energy supply chains, an arena where China currently holds a strong 
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position, spanning from battery-grade materials, pack assembly, and smart-vehicle software, as 

well as the PV production  (Giuli & Oberthür, 2023; Tagliapietra et al., 2025). The EV sector 

is therefore positioned at the intersection of climate policy, industrial and economic 

competition, and security concerns, making Chinese FDI in the EV sector a central arena where 

the EU, here too, tries to balance the opportunity and threat that it brings. China’s rise in the 

EV sector is rooted in a broader strategy aimed at upgrading national manufacturing 

capabilities. Before the reform era, Beijing relied on Sino-foreign joint ventures and the 

principle of “trading market for technology” to accelerate learning and absorb foreign know-

how. This approach emerged because early industrial policies focused primarily on domestic 

carmakers (often state-owned or controlled by provincial and municipal governments) while 

the supplier ecosystem lagged behind. As a result, China became dependent on foreign MNEs 

for critical components. To close this gap, the central government decided to acquire foreign 

technology through OFDI. Chinese firms were therefore encouraged to “go abroad” to access 

advanced technologies, management capabilities, and established brands to strengthen China’s 

position within global supply chains. (Pawlicki & Luo, 2017) 

The European automotive sector, therefore, became a priority target within this 

strategy. Between 2005 and 2016, 51 Chinese M&As were documented in the European 

automotive industry, 40 involving suppliers and 11 targeting original equipment manufacturers 

(OEMs). Germany, which at the time was leading the global automotive industry through its 

engineering and specialized supplier base, accounted for 32 of these M&A deals. Notable 

transactions include Geely’s acquisition of Volvo (2010), NEVS’s takeover of Saab (2012), 

Dongfeng’s 14 percent stake in PSA Peugeot Citroën (2014), and AVIC’s electromechanical 

unit purchasing Hilite International (2014), along with major supplier and technology deals 

such as ChemChina–Pirelli (2015) and Midea–KUKA (2016) (Pawlicki & Luo, 2017). These 

acquisitions were highly strategic, typically aiming to: (1) obtain technology and process know-

how; (2) access brands and quality systems; and (3) integrate Chinese producers into the global 

supply chains of leading Western OEMs. The Geely–Volvo case illustrates this well: Chinese 

firms acquired substantial technological knowledge, as could be seen reflected in the post-deal 

performance showing higher profits and sales, major improvements in safety and efficiency, 

and approximately 1,200 new patent filings. Chinese MNEs thus used M&As as a fast route to 

strategically gain assets, deepening their marketing and R&D capabilities, accessing 

established distribution networks, and upgrading their managerial skills by integrating into 

advanced regional innovation systems. In 2020, 98.6 percent of A-share-listed Chinese 
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companies, including EV manufacturers, received subsidies from the Chinese state to support 

this development. (Amendolagine & Rabellotti, 2017; Pawlicki & Luo, 2017)  

China’s EV sector includes both private firms and SOEs. The SOEs are 

particularly important in the upstream supply chain (battery, materials, heavy industry, and 

select OEMs), as China controls significant shares of global refining and processing capacity 

for lithium, nickel, cobalt, and other rare earths. The top five Chinese EV manufacturers in 

2015 were SAIC, Dongfeng, FAW, Changan, and BAIC. All of these were centrally or locally 

state-owned, except Changan, which belongs to the defense-linked China North Industries 

Group (Pawlicki & Luo, 2017). This blurred the line between commercial objectives and 

national strategic goals. China’s upstream control over the EV supply chain further enables 

China to leverage power through export controls or informal restrictions, leading to “supply 

chain weaponization”, which could result in price shocks and production disruptions within 

Europe’s EV industry. (Tagliapietra et al., 2025)  

The current concentration of COFDI in Europe is categorized by both sector and 

location. The current COFDI is heavily concentrated in electronics (128 deals), machinery and 

engines (114), communications (97), and automotive (62), which together account for about 

half of all Chinese acquisitions. The EV sector, however, blurs the line between sectors and 

locations, as it spans multiple categories, making it difficult to track precisely. Most of China’s 

acquisitions have been made in core EU countries and northern economies, all of which possess 

strong technological capabilities (Amendolagine & Rabellotti, 2017). The 2008 financial crisis 

enabled Chinese firms to have easier access to these sectors, leading to a sharp rise in 

acquisitions that has remained high ever since, especially in the energy and automotive 

industries. However, it is important to note that M&A activity only dominated the early stages 

of COFDI in the technological areas of the automobile industry, as the EU screening 

mechanism from 2019 started to condition and block M&A investments. Thus, Chinese 

investors changed their strategy to greenfield projects just like the PV sector did.  Today, 

Chinese EV and battery firms such as BYD and CATL have announced plans to begin 

production in Europe, particularly in Hungary, while Geely has expanded operations to 

Belgium, as a result, Chinese greenfield FDI has increased by 50 percent between 2021 and 

2024. This shift from M&A to greenfield FDI can help create capital, jobs, and technological 

know-how within the EU. However, it also serves as a strategic move to mitigate tariffs as the 

EU tightens its trade-defense instruments. (Ballestracci, 2025) 
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The EU is moving toward a more assertive balancing approach toward certain 

forms of COFDI. This shift aims to balance economic and energy security while maintaining 

an open investment climate that supports technological innovation. Currently, the EU describes 

China as simultaneously a cooperative partner, an economic competitor, and a systemic rival, 

requiring a more diversified set of balancing tools. Consequently, the development of 

investment screening mechanisms has become an integral part of this strategy. The current EU 

investment screening framework primarily targets M&A and functions through cooperation 

mechanisms between member states and the European Commission, rather than a centralized 

EU screening authority, which comes with pros and cons. The framework’s flexibility allows 

member states to raise concerns and even block or condition Chinese investments based on 

issues related to national security and/or the state-sponsored or strategic behavior of SOEs. 

This has been a key factor behind the recent decline in M&A activity, alongside a corresponding 

rise in other forms of FDI from China to the EU, particularly greenfield investments. Just like 

the PV sector, the Chinese SOE strategies aligned with national strategic policies have helped 

China breach the gap in technologies with the EU and remove some of the country’s 

dependencies on technology. However, at the same time, focus on FDI is increasing in the EV 

sector, reflecting the EU’s growing concerns over China’s expanding presence within the EV 

market. (Ballestracci, 2025) 

Discussion  

The shifting balance of relative capabilities between the EU and China in the EV sector has 

prompted the EU to pursue internal balancing measures to preserve and strengthen its security. 

In EV production, China’s cost leadership, vertically integrated supply chains, and control over 

key inputs such as lithium, nickel, cobalt, and rare earths enhance its capabilities in ways that 

can constrain Europe’s strategic autonomy. The perceived threat, therefore, does not stem 

solely from China’s power, but from the combination of its resources, growing market presence 

and production footprint within the EU, and its offensive economic capabilities, such as 

subsidy-supported pricing and SOE financing. Most critically, it is the perceived intentions 

embedded in Chinese industrial policies that raise concern. This dynamic helps explain why 

the EU’s FDI policy has shifted from being highly liberalized to a more stringent and calibrated 

approach, as well as the increased focus on EV manufacturing. 

As Susan Strange notes, power rooted in knowledge constitutes a form of 

structural power. In this sense, the global race for EV production and new technologies is also 



 28 

a race to command design, chemistry, software, and data. The significant number of Chinese 

M&A and greenfield investments in the EU risks deepening Europe’s dependence on high-

value functions that remain in China, even if assembly operations become localized within the 

EU. Moreover, subsidy-driven competition and SOEs operating under soft budget constraints 

may distort market dynamics and crowd out EU innovators who lack comparable levels of state 

support or financing. China’s leverage in upstream supply chains represents an acute 

vulnerability for the EU. The ability to weaponize critical material exports or midstream 

processing could generate price shocks and severely disrupt European EV production, 

particularly as the EU seeks to scale up toward mass-market adoption. Another crucial risk 

relates to the data-rich nature of Chinese EVs, which can function as connected digital 

platforms. Under Chinese law, the government has broad access to company-held data, raising 

serious concerns that infrastructure and vehicle data generated within the EU could be accessed 

extraterritorially. This poses both security and privacy risks, potentially creating new channels 

of economic and political coercion that China can use in the future. 

However, the EU also benefits significantly from its trade and investment 

relations in the EV sector with China. Thus, its balancing strategy is not intended to sever 

economic ties, but rather to manage relative gains, dependency risks, and control them in ways 

that serve European interests. Chinese FDI currently has the potential to accelerate production 

capacity, create jobs, and enable information spillovers and technological know-how that 

Europe needs to meet its climate goals and rebuild competitiveness in the EV sector. Yet, these 

benefits are dependent on the EU’s ability to control the investments in a way that strengthen 

local firms and maximizes European capabilities. Baldwin’s concept of economic statecraft 

clarifies that policy effectiveness does not require full compliance. Here, calibrated measures 

can impose costs, secure partial concessions, such as local R&D and supplier development, 

and signal strategic resolve without undermining the broader relationship. Consequently, a 

strategy of conditional openness, accepting investments that demonstrably build EU 

capabilities while blocking or conditioning those that deepen may dependency, offers the EU 

the possibility of gaining relative capabilities while managing above mentioned risks.  

As previously stated, investment screening can be viewed as a form of non-

military internal balancing, one that preserves technological and industrial capabilities while 

maintaining overarching economic relationships. The current FDI screening mechanism, 

established in 2019, encapsulates this logic through its focus on M&A screening and 

information-sharing between member states. However, the proposed revisions to the EU’s 
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screening framework, which aim to extend its scope to greenfield investments and achieve 

greater harmonization, may not be the optimal approach as it risks moving beyond transaction 

control, potentially causing over-balancing. If the new framework were to effectively freeze 

greenfield investments in the EU, which are crucial for closing existing capacity gaps, the EU 

could lose attainable relative gains. 

The EU’s current balancing strategy toward COFDI in the EV sector centers on 

stricter scrutiny of M&A activities, particularly those involving firms that hold strategic 

technologies and sensitive data, combined with lighter, conditional approvals for greenfield 

investments that can generate informational spillovers and technological upgrading within the 

EU. This approach is further complemented by trade defense measures, such as temporary 

tariffs targeting subsidy-driven Chinese firms. Very much like how the PV sector looked. The 

current landscape of FDI balancing in the EV sector is characterized by the EU’s conditional 

open door for capability-enhancing cooperation with China, but with enhanced control over 

technological spillover. Ultimately, the key question for the EU’s balancing strategy in the EV 

sector is not whether to eliminate Chinese presence in the European market, but whether 

Europe’s relative position within the global knowledge structure improves.  

Sub-conclusion 

The analysis of China’s FDI into the EU’s green energy sector, its capability upgrading through 

technological knowledge gained via M&A, the gradual shift toward greenfield investments, 

and the EU’s evolving policy responses, reveals a complex and dynamic relationship defined 

by both interdependence and strategic rivalry. 

The transitions in the PV and EV industries are central arenas of China–EU 

economic statecraft and are balanced in an extremely similar way, encompassing the same 

relative gain issues. Chinese firms have risen globally and become key players in the 

production of both EVs and PV technologies. Through sustained industrial policy support, 

extensive state subsidies, and control over critical upstream supply chains, China has 

established a dominant position in high-tech manufacturing and expanded its economic 

influence across Europe. This expansion has been facilitated by a combination of targeted 

M&As and a growing wave of greenfield investments designed to deepen integration into the 

European market. The EU’s policy responses reflect a big shift from liberal economic openness 

toward strategic selectivity. Thus, investment screening mechanisms have emerged as non-

military tools of internal balancing that will not disappear anytime soon. The EU is aiming to 
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safeguard its technological sovereignty without undermining its broader economic relationship 

with China. Yet, there is a balance to be maintained as excessive restrictions risk deterring 

beneficial greenfield investments that can enhance European capabilities, while insufficient 

control could negatively influence both dependencies and structural power. 

Chapter 3: Agri-Food Sector Analysis 

For many decades, China has prioritized food security in its national security efforts due to 

domestic agricultural challenges. The challenges are mainly rooted in the large population size 

and the country’s relatively low availability of arable land and water reserves. These concerns 

and challenges lay the foundation of COFDI toward the agri-food sector globally, as well as in 

Europe. (Duggan, Hooijmaaijers, & Santiago, 2024) 

Currently, China feeds 1.4 billion people, which is equivalent to 21 percent of the 

global population, while only having access to 8.5 percent of the world’s total arable land and 

6.5 percent of the world’s water reserves (Duggan et al., 2024). To compare, the EU has 450 

million people, equivalent to 5.6 percent of the world’s population, but with access to an 

estimated 18 percent of the world’s arable land and with water resources that are exponentially 

better in the EU compared to China. (Food and Agriculture Organization of the United Nations, 

2024; The European Union, 2025) 

To feed China’s population during the reform era, it modernized its agriculture 

by relying heavily on chemical fertilizers to boost agricultural output, focusing on securing rice 

and wheat, staples needed in traditional Chinese cooking. While this secured short-term food 

security, it also created long-term consequences (Lan et al., 2023). The arable land in China is 

estimated to contain only 31 percent of high-quality soil that can sustain and maintain stable 

production. The remaining 69 percent of China’s arable land is of low quality.  The low quality 

of land is a direct consequence of the excessive use of chemical fertilizers and has been linked 

to other environmental challenges such as nitrate leaching, greenhouse gas emissions, and 

phosphorus accumulation. Coupled with the growing water scarcity and unequal distribution 

of water resources in China, it is understandable that it is once again at the center of Chinese 

policy concerns. (Chang et al., 2025; Lan et al., 2023)  

  At the same time, living standards have been rising, causing dietary shifts that are 

driving the food demand away from staples like rice and wheat toward meat, dairy, and soy. In 

2025, China accounted for over 60 percent of global soybean imports, the majority of which 
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are used for animal feed needed to produce meat to meet the increasing demand (Chang et al., 

2025). The dietary changes not only increase China’s import dependency but also strain the 

environment: producing livestock requires vastly more water and land than cereals or roots, 

creating a feedback loop of scarcity and insecurity. To counter the changes in food consumption 

in China, the Chinese government released a White Paper in 2019 on Food Security. It 

encompasses the Chinese government’s ambition to reduce reliance on external markets by 

safeguarding farmland, promoting sustainable farming, and above all, investing in agricultural 

research and technology (The State Council Information Office of the People’s Republic of 

China, 2019). This comes as China’s food self-sufficiency has been declining for years, and 

with a prognosis of further decline due to dietary shifts. Duggan et al. found that China’s self-

sufficiency in food declined from 101.8% in 2000 to 76.8% in 2020, with projections 

estimating a self-sufficiency rate of 65% in 2025 (Duggan et al., 2024). Chinese food security 

is therefore dependent on external sources, at least until technological advances can address 

the domestic food production issues. COFDI has thus become a central tool to relieve domestic 

limitations, modernize agriculture, and secure technological expertise abroad. While the focus 

of agricultural modernization and investment has been facilitated through the Belt and Road 

Initiative (BRI), focusing mainly on countries in Africa, the new focus on EU agricultural 

technologies is increasing, though still secondary in nature (Duggan et al., 2024). The interest 

in upgrading the agricultural technologies and technological systems within agriculture to 

achieve food sovereignty using COFDI has a lot of similarities with how China approached its 

upgrading within the green energy sector. Thus, this project aims to find out why there’s a 

difference in the balancing of the two sectors. The next sections will delve into a comprehensive 

analysis of the agri-food sector.  

COFDI in Agri-Food: Strategic Goals   

Chinese enterprises investing abroad typically operate within the broader framework of China’s 

Go Global strategy, as stated in the green energy analysis, which combines state guidance with 

market incentives. The framework both encourages and at times directs companies to align 

their activities with national strategic priorities. The White Paper from 2019, named Food 

Security in China, provides China’s most current view on food security, their policy progress 

so far, and their intentions in the long run. Here, it’s clear that the goal is to reduce dependencies 

in their food supply chain, likely to avoid food instability risks coupled with the rise of 

protectionist policies within the EU as well as globally. While the paper highlights policies like 

the Red Line policy from 2012 and the Return Farmland to Forests from 1999, they are limiting 
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the available water and land resources domestically; however, the policies are necessary to 

improve the current agricultural landscape in the country. The White Paper, therefore, suggests 

importing land- and water-intensive food while domestic production is on hold. At the same 

time, investments into agricultural research and technology are highly encouraged, as it’s 

believed to have the potential to solve China’s shortage of arable land and irrigation water. In 

fact, studies from 2018 showed that China’s agricultural technology development contributed 

57 percent to the overall improvement of crop yields and succeeded in reducing the gap 

between actual yields and potential. (He, Zhao, Wang, Jiang, & Zhu, 2019; The State Council 

Information Office of the People’s Republic of China, 2019)  

In 2017, Chinese agricultural OFDI exceeded USD 17 billion and was spread 

across more than 800 companies in over 100 countries. Today, that number is even higher. Most 

COFDI is directed toward Africa and Latin America and has largely been concentrated around 

farmland acquisitions and commodity production. On the other hand, the investments that are 

directed toward Europe focus on the acquisitions of high-value food brands, food processing 

companies, but above all, agricultural technologies and biotech. Duggan et al. found that there 

is a clear divide in Chinese private brand acquisitions and SOEs acquisitions, where private 

brands tend to follow market opportunities, and the SOEs are directing their attention toward 

agricultural sectors that can provide knowledge transfer or develop new technologies, such as 

technology that can upgrade seed production or systems that can track and monitor planted 

seeds using AI (Duggan et al., 2024). The SOEs’ actions arguably follow the guidelines and 

priorities as listed in the White Paper directly, from which one can argue that China’s interest 

in the EU is only secondary, though it still carries strategic significance and, in fact, does target 

the EU for its technological capabilities in the agri-food sector. The quest for an advantage in 

advanced agricultural knowledge, even food safety and sustainability practices, shows how 

China is investing abroad to offset capability gains and enhance state security. Understanding 

the domestic elements behind the national strategies can provide a good context for how the 

EU approaches Chinese investments in its Agri-Food sector. 

The agricultural sector in the EU has received a disproportionate level of 

government intervention compared to other industries. This is mainly due to the 

implementation of the Common Agricultural Policy (CAP) in 1962, which was created to 

address how agricultural prices fluctuate often due to changes in supply and demand, as well 

as unpredictable factors such as weather conditions, pest infestations, and disease outbreaks. 

In realist terms, CAP can be understood as a mechanism of internal balancing just like FDI 
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screening, as it enables the EU to safeguard domestic capabilities and reduce vulnerability to 

external actors in the agri-food sector. In the post-war period, there was a long-term drop in 

food prices; however, farmers increased their output through new technologies such as 

improved seed varieties, fertilizers, machinery, and chemical inputs like pesticides. While these 

technological improvements significantly enhanced production, demand gradually weakened 

due to slower population growth, reducing overall consumption. The overall downward trend 

in food prices only began to reverse permanently in the 21st century, as China emerged as a 

major global manufacturer, decreasing the costs of non-food goods, while also becoming a 

major food importer due to its own domestic limitations. (Matthews, 2021) 

The EU’s agri-food sector is now considered one of the most advanced in the 

world, as CAP has enabled the Union to become both a technological leader and a global policy 

setter in agriculture. CAP’s main purpose is to subsidize production, stabilize prices, and secure 

farmers’ incomes. Currently, CAP accounts for around 32 percent of the EU’s total budget. It 

also influences trade patterns within the EU through its customs union and subsidy systems, 

producing either a “trade creation” or a “trade diversion” effect. Trade creation encourages 

agricultural trade between EU member states, while trade diversion reduces imports from non-

EU countries such as China. In this way, CAP remains the EU’s most important tool for 

managing its agri-food sector while protecting and advancing the Union’s broader economic 

interests. (Matthews, 2021) Today, the EU’s agricultural priorities have shifted toward a 

stronger focus on environmental outcomes, in line with broader EU goals outlined in the 

European Green Deal. These include achieving net-zero emissions by 2050, expanding 

renewable energy strategies, and implementing the Farm to Fork and Biodiversity Strategies. 

Together, these initiatives will shape how the agricultural sector operates in the future. The 

EU’s current priority is to strengthen farm competitiveness through green innovation. 

Interestingly, while direct government intervention in agricultural markets is gradually being 

reduced, there remains a strong need to regulate and ensure food safety, environmental 

protection, and fair market conditions. At the same time, rapid technological advances in food 

production and processing are transforming the industry, forcing the EU to balance numerous 

challenges and opportunities for its agricultural sector (Matthews, 2021). 

This balancing act has become even more complex as China has grown into the 

EU’s largest agricultural trading partner. In 2021, EU agri-food exports to China exceeded 17 

billion euros, accounting for nearly nine percent of total EU exports. Conversely, Chinese 
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exports of agri-food products to the EU reached just over 6 billion euros, representing roughly 

five percent of total EU imports, causing a huge trade asymmetry (Duggan et al., 2024).  

Agricultural Biotechnology: Syngenta  

The current trade imbalance between the EU and China, along with China’s growing need for 

imported food, makes the food sector strategically important to China. For the EU, however, 

this sector is subject to fewer security concerns compared to others, mainly due to the existing 

FDI screening framework, CAP, and Europe’s high degree of self-sufficiency in agricultural 

production.  

Over the past two decades, China has focused heavily on global seed production 

as a critical component of agricultural productivity and food security. This focus on 

technological upgrading has led to significant biotechnological breakthroughs that have 

slightly reshaped the industry. These advances were facilitated by large-scale M&As conducted 

by Chinese firms, alongside policy reforms and state subsidies. China’s ambition has been to 

move away from being a technology importer and into a more assertive role in global 

agricultural innovation, but not production. China has been reforming its domestic market and 

used OFDI to acquire the capabilities needed to move closer to the frontlines of technological 

development in the agri-food sector. Domestically, China has promoted consolidation among 

seed firms, invested heavily in public R&D, and encouraged SOE-led expansion abroad to 

accelerate access to germplasm, traits, and delivery platforms (Deng et al., 2025). Currently, 

Asia is the largest recipient of COFDI in agriculture, accounting for 48 percent of total flows, 

while Europe ranks second with 30 percent, illustrating that the EU is an important part of 

China’s agricultural investment strategy, but also that the EU plays a secondary role at the 

moment. One notable example in the seed sector is the acquisition of a seed storage and 

processing facility in Bulgaria, which exports corn exclusively to China, demonstrating China’s 

growing effort to secure control over its food supply chains. Within the seed industry 

specifically, China’s global influence remains limited and regionally concentrated so far, with 

the most significant presence being in South American corn. However, sustained collaborations 

and acquisitions indicate strong long-term potential for their role to expand globally (Deng et 

al., 2025). The acquisition of Syngenta stands out as a prime case through which China seeks 

to reshape both domestic innovation and its position within global agri-food technology chains.  

Syngenta is a Swiss firm established in 2000. By the late 2000s, it had become 

the world’s largest pesticide producer and the third-largest seed company, with gene-modifying 
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(GM) trait programs in corn, soy, and cotton, as well as research in biologicals and RNA 

interference. Syngenta first began operations in China in 2007, when it purchased a 49 percent 

stake in Sanbei, a leading domestic corn-seed company. In 2008, it announced a 65 million 

USD investment over the next five years to establish a plant-biotech research center in China 

focused on corn and soy. However, in 2011, new regulations blocked foreign firms from 

conducting GM research or selling GM crops within China, forcing Syngenta to scale back its 

local biotechnology operations. In 2017, the SOE ChemChina acquired Syngenta for 

approximately 43 billion USD, which to this day is the largest acquisition ever made by a 

Chinese company, illustrating China’s resolve and motivation to strengthen domestic 

capabilities and engage in the global agricultural supply chains. Following the acquisition, 

Syngenta expanded its activities both internationally and domestically. In 2020, it acquired 

Italy’s Valagro, a company specializing in biostimulants and biopesticides, and later integrated 

its assets under the newly formed Syngenta Biologicals in 2023. These M&A activities were 

not questioned like we see in the green energy sector. Further R&D commitments within China 

have also increased significantly, as Syngenta in 2023 announced a 230 million dollar 

investment for an innovation center in Nanjing, focusing on biologicals, digital agriculture, and 

big data analytics. (Deng et al., 2025)  

Biotechnological agriculture is not limited to scientific innovation alone; it 

increasingly integrates services, digital infrastructure, and data management. A key example of 

this is China’s Modern Agricultural Platform (MAP), which was launched in 2010. The 

platform currently provides farmers with advisory services, digital tools, artificial intelligence 

applications, and access to dense physical networks, and in 2024, there were 741 MAP centers 

and over 1,000 pilot project farms connected to the platform, while MAP+ digital sales reached 

3.9 billion dollars in 2023, an increase of 26 percent year-on-year. The platform has also 

expanded into the EU, significantly extending the group’s farm-level data and service footprint 

across European agriculture, especially in Eastern Europe. (Deng et al., 2025; Gooch & Gale, 

2015). However, concerns over Chinese FDI in this sector remain relatively low. The 

innovation and technological development driven by Syngenta are still evolving, and M&A is 

increasingly active despite FDI screenings in other sectors limiting it. China’s domestic market 

likewise saw significant latent potential that could eventually reshape global competition and 

R&D investment patterns within agricultural technologies, yet there is little to no focus on this 

area of technological investments. Chinese farmers are already benefiting from expanded 

public research programs, and a growing number of Chinese-owned seed and biotech firms are 
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offering new corn varieties and GM traits (Deng et al., 2025). However, given the long lead 

times required for agricultural research, it is still too early to fully assess the global 

technological impacts of these developments. The geopolitical context may also redirect 

patterns of collaboration or competition. The rising China-US tensions in the agricultural sector 

pose risks to joint research, potentially diverting partnerships, and potentially causing a surge 

in FDI flows toward Europe into this sector, much like the shift observed during the 2018 trade 

war in other sectors. At the EU level, agri-food technology strategies are currently not a central 

focus. The few cases that do arise are discussed at a commercial level; however, member-state 

actions remain largely individualized, resulting in a fragmented reception environment for agri-

food COFDI (Deng et al., 2025; Huang, 2025) Thus, Syngenta’s ongoing M&A activities and 

R&D initiatives across its eight EU facilities illustrates how China is increasingly integrating 

into the European market and expanding its footprint, while oversight is lacking. In particular, 

in Eastern Europe where the MAP platform has become an integrated component of many 

countries’ agronomy, input management, and agricultural infrastructure. The capabilities 

gained from the acquisition of Valagro further underscore both Syngenta’s and the Chinese 

government’s commitment to investing in R&D, data, and biological innovation. Chinese-

owned agri-tech companies benefit significantly from embedding themselves within the EU’s 

advanced technological and institutional ecosystem in the agri-food sector. (Deng et al., 2025)  

The EU’s relaxation of market interventions in agricultural technology and its 

limited oversight of agri-food investments can expose the sector to external strategic influence 

shaped by SOEs’ FDI flows and, in the worst-case scenarios, shift structural dependencies. 

Though it may not be an immediate concern, given China’s own dependencies and the long 

innovation cycles characteristic of agricultural technologies, however, it could pose a 

significant risk to the EU economy in the long term. The current EU landscape, however, also 

fosters valuable opportunities for information spillovers and knowledge exchange with Chinese 

firms, potentially driving major advances in innovation and R&D that benefit global food 

security. Yet if the knowledge and capabilities currently being acquired by Chinese companies 

remain concentrated within China, the EU may ultimately become dependent on Chinese agri-

tech solutions. Environmental crises and supply chain disruptions further heighten the 

vulnerability of the agricultural sector to external shocks. For now, the EU’s stability, 

maintained largely through CAP, has prevented food security from becoming a central concern. 

China, by contrast, continues to treat food security as a strategic priority, placing it several steps 
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ahead in efforts to secure and modernize its agricultural base. These steps may end up leaving 

the EU lagging behind.  

Discussion  

The EU's approach toward COFDI in the agri-food sector, specifically in agricultural 

technological development, reflects a complex and often inconsistent balancing behavior. The 

current EU strategy suggests that only a very limited form of non-military internal balancing 

is taking place in this sector, if that can even suffice. The EU is not actively containing Chinese 

influence or FDI here but is instead more focused on managing the broader interdependence 

between the EU and China, shaped by geopolitical tensions in other areas. However, these 

broader concerns do not affect the COFDI when it comes to the agri-food sector. The EU’s 

investment screening mechanism is rarely applied to agri-food technologies, despite being 

eligible under the broad classifications for the FDI screening. Thus, M&A remains active in 

this sector, as the screening process holds little significance for sectoral FDI screening and 

currently does not take Chinese strategic investment ambitions into account. The CAP also 

does not contribute to addressing this issue. While the core EU countries benefiting most from 

CAP are relatively stable in terms of finance, economy, and security, many Eastern European 

member states, who receive less support from CAP, actively seek FDI from China and other 

countries to secure their food production and market stability. This results in inconsistent 

behavior across member states within the agri-food sector. 

Looking at the EU’s agri-food sector, and specifically FDI in technologies and 

biotechnologies, through the lens of structural realism, states facing a rising power that 

threatens their relative position would be expected to balance to preserve or strengthen their 

position. Yet in this case, the EU’s response to Chinese outward FDI in agricultural 

technologies shows that it does not perceive such investments as a threat. Instead, the response 

has been marked by ambivalence rather than cohesion. The EU’s FDI screening mechanism 

shows that the EU recognizes FDI as a potential tool of economic statecraft with strategic 

implications. However, when applied to the agri-food sector, the framework remains 

decentralized and permissive, relying on national governments to take the initiative. This is 

challenging because member states prioritize sectors seen as more traditionally strategic as 

critical, such as defense, energy, or digital infrastructure, where the perceptions of an “acute” 

threat are shared across all EU member states. In contrast, the technological development in 

the agri-food sector is treated as peripheral to national security, despite its growing structural 
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relevance to food sovereignty, biotechnology, and data control. This disparity reflects an 

asymmetrical threat perception as China’s agri-food investments are not viewed as immediate 

or aggressive due to their goals being viewed as benign or complementary to EU objectives, 

being perceived as a quest for food security, technological upgrading, and sustainability. 

Because the EU’s agricultural base is already highly developed and protected by CAP, Chinese 

investments are generally interpreted as commercial rather than coercive. As a result, the EU’s 

response aligns with what realists might argue is underbalancing due to a failure in translating 

a potential threat and creating coherent strategic countermeasures. The ChemChina acquisition 

of Syngenta in 2017 illustrates these dynamics. This acquisition, China’s largest in Europe to 

date, was clearly strategic but faced little resistance and was examined through competition 

policy rather than national security frameworks. Syngenta’s subsequent expansion into the EU 

through acquisitions like Valagro and the digitalization of agriculture via the MAP platform 

shows how COFDI uses market openness to embed itself within Europe’s innovation 

ecosystems. The platform’s integration into European agronomy and data systems indicates a 

gradual transfer of structural power, control over agricultural data, and biotechnological know-

how is increasingly shifting toward Chinese entities. This represents a subtle but significant 

change in the EU’s technological sovereignty in the agri-food sector. 

Nevertheless, the EU’s limited response should not be read purely as passive. The 

CAP, by stabilizing production and shielding the internal market, can itself be seen as a form 

of internal balancing as it maintains high self-sufficiency and controls subsidy flows, enabling 

the EU to mitigate risks of external disruption. However, this protection is indirect; it only 

stabilizes the agricultural economy without addressing growing technological dependencies. 

The EU’s current balancing is therefore defensive rather than strategic, aiming to preserve 

existing stability rather than reshape the power dynamics underpinning agricultural innovation. 

This balancing mode is very different from what we see in other sectors, and the question of 

whether or not defensive balancing is enough or not should be examined further. 

Sub-Conclusion  

The EU’s handling of Chinese FDI in the agri-food sector illustrates a subtle, fragmented, and 

often reactive form of balancing; it is more reactive and administrative than strategic. From a 

realist perspective, one would expect balancing behavior in response to shifting power 

capabilities. Yet the EU’s actions show a preference for maintaining market stability, innovation, 

and interdependence over securitization. The Syngenta case demonstrates how Chinese COFDI 
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can exploit regulatory gaps and liberal economic norms to achieve non-military strategic gains. 

For now, the EU’s agricultural self-sufficiency under CAP may mask deeper vulnerabilities in 

the knowledge and technological domains of the sector.  

Chapter 4: Comparative Discussion  

Why does the European Union apply intensive oversight to green-energy technologies while 

treating agricultural technology with lighter scrutiny, despite agri-tech’s potential to affect 

structural power dynamics? The core answer lies in asymmetric threat perceptions layered onto 

very different policy inheritances. Building on the premise that  FDI can prompt innovation, 

technological spillovers, and growth, a comparison of EU screening practice and regulatory 

frameworks across the two sectors shows that the EU interprets Chinese investment and 

technological expansion in green energy as an acute challenge to strategic autonomy, while it 

treats agri-tech largely as a commercial interest, further enhanced by the CAP that may give a 

false sense of screening security. This difference results in administrative energy, legal 

instruments, and public resources being employed toward non-military internal balancing in 

the energy transition, while at the same time,  agriculture is governed primarily by market-

stabilization tools and competition concerns rather than by national-security concerns.  

In the green energy sector, where I examined the PV and EV sector, the EU 

perceives Chinese industrial policy as a coordinated program that compresses Europe’s room 

for maneuver. In this sector, the initiatives like MIC 2025, the large-scale subsidies, and dense 

control over upstream inputs and midstream processing are interpreted as a threat and a show 

of capabilities. The EU’s climate neutrality goals make the green energy sector very important, 

as the possibility of losing standard-setting power and authority would result in a loss of relative 

power and leave consequences across the EU’s industrial base for decades. This perception has 

produced a thickening policy response, where cooperation mechanisms for investment 

screening among member states are increasingly being used, as well as proposals to widen said 

screening mechanisms to create a broader and more unified EU response. Investigations into 

cross-border subsidy schemes and trade-defenses when market injury is proven are also 

happening more and more often. Many economic tools of statecraft are being used to rebuild 

and enhance domestic capacities and counter risks, showing that FDI is being filtered and 

examined through concerns of sovereignty and power. In the green energy sector, FDI 

screening focuses on whether said FDI will erode the EU’s structural position in knowledge, 

standards, and supply chain.  
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Agricultural technology has a different narrative. Since the 1960s, CAP has been 

Europe’s dominant agricultural tool, designed to stabilize prices and incomes and guarantee 

food availability across the single market. This frames agriculture as an already secured domain 

at the level of output, even if technologies within it evolve rapidly. As a result, agri-tech 

transactions are usually evaluated under competition law, state-aid rules, and sectoral 

regulation, not national security. Even consequential acquisitions and the quiet spread of digital 

farm-services platforms are typically evaluated in terms of market concentration and consumer 

welfare rather than data sovereignty or strategy for long-term capability acquisition. This does 

not reflect indifference, as roughly 32 percent of the EU budget flows through CAP, but the 

governing assumption is that Europe is food-secure. Meaning that technologies in seeds, inputs, 

biologicals, and decision-support tools primarily deliver productivity and sustainability co-

benefits; and that the risks of dependency are buffered by output stability and the internal 

market. In short, agricultural technology is not problematized as a threat to sovereignty in the 

way that green energy, such as EV and PV, is. 

The asymmetry between the two sectors further sharpens, as agricultural 

technology and green energy technology move at different speeds. Green energy moves far 

faster, both economically and technologically, which in a way legitimizes the EU’s need to 

implement higher controls on acquisitions, subsidies, and market access. Agri-tech, on the other 

hand, moves far more slowly. Breeding, trait discovery, biological innovations, soil-health 

interventions, and agronomic decision systems take far longer to develop and test. The spillover 

and dependencies are therefore also less visible, which lowers political awareness of long-run 

plausibility risks. China’s own prioritization further contributes to the difference between the 

green energy and the agri-food sector. China has historically treated food security as a matter 

of national security because of several structural constraints, such as limited availability of 

arable land and water, reliance on import-driven food sources, and dietary shifts that intensify 

demand for protein and feed. To counter these constraints, China uses a strategy that couples 

domestic consolidation with outward investment to access land- and water-intensive 

commodities and to acquire technology, brands, and platforms capable of accelerating learning 

domestically. In green energy, the pattern has been well documented: a long period of directed 

local scaling, upstream resource and processing control, and targeted M&A in advanced 

economies to acquire capabilities that fast-tracked China’s catch-up in the sector. In agriculture, 

the strategy looks similar. Domestically, China invests heavily in seed consolidation, public 

R&D, digital agronomy, and biologicals; internationally, it combines brand acquisitions and 
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greenfield projects with service platforms that aggregate and analyze farm-level data. While 

agronomic research yields take time to manifest, the trajectory is clear: the state is seeking to 

transform an input-intensive, environmentally strained model into one anchored in technology 

and data, with a view to eventually narrowing its own gaps in self-sufficiency. 

From a European point of view, this Chinese prioritization has not yet triggered 

an equivalently securitized response in agriculture, partly because Europe’s own food system 

presently appears robust, and partly because member-state incentives diverge. Core economies, 

which already benefit substantially from CAP and possess strong research ecosystems, see 

limited upside in securitizing agri-tech. By contrast, several eastern and southern member states 

perceive FDI in seeds, processing, and farm services as a welcome injection of capital, know-

how, and market access. The EU’s investment-screening mechanism is cooperative and 

decentralized in the agri-food sector as it relies on national initiatives, in the absence of shared 

threat perception. That discretion has allowed SOEs to expand within Europe’s agricultural 

knowledge infrastructure through acquisitions and partnerships, while keeping a relatively low 

political profile because the transactions are perceived as commercial, not strategic. 

The paradox is that Europe’s very success in stabilizing food outputs can mask 

vulnerabilities at the level of knowledge and data due to farm-management platforms. Remote 

sensing and advisory services are becoming more central to agronomic decisions as data access 

and governance shape who captures value and who sets performance benchmarks. Thus, if 

these services and technologies in agriculture are tilted in China's favor in the future, it can 

give China access to European agricultural data and thereby structural power; Europe could 

even end up reproducing the same PV and EV style dependencies in this domain if not careful. 

Additionally, European agri-SMEs may even risk becoming downstream implementers rather 

than the standard setter, despite the EU being food secure at the moment, as it is not the current 

volume of food that establishes power in the long run, but the capabilities to ensure a 

continuous supply of food in a rapidly changing global environment.  

The potential risks, however, do not equate to blocking or restricting Chinese FDI 

in this sector, because just like the green energy sector, there are many real benefits derived 

from openness in agriculture: faster diffusion of sustainable practices, access to cutting-edge 

biological research, data tools, and new R&D linkages. 
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Conclusion 

Using a structural realism and IPE framework as my foundation, I found that the EU is 

approaching COFDI in the form of a balancing behavior shaped by perceived threats to its 

strategic and technological capabilities. The EU has adopted a more cautious and restrictive 

stance toward Chinese investments in the green energy sector, primarily because this sector is 

fast-paced, highly competitive, innovation-driven, and closely linked to critical infrastructure 

and traditional national security objectives. Energy technologies such as PV and EV are 

therefore strategically seen as sensitive assets that could increase dependency on China and 

weaken the EU’s autonomy in key industrial and defense-related domains. 

In contrast, agri-food technologies are not perceived as posing an immediate 

strategic threat as the EU regards its food systems as self-sufficient and secure. Instead, the EU 

tends to focus on improving productivity and sustainability at the farm level. Strongly 

balancing against Chinese investment in this area could be interpreted by China as an act of 

economic hostility, particularly given its own domestic classification of the role of food 

security in national security objectives. For this reason, the EU should exercise restraint in 

screening agricultural FDI to avoid escalating tensions or triggering a security dilemma. A 

security dilemma here may result in higher trade tensions in other sectors, most probably in the 

green energy sector. 

However, Chinese investments in agricultural technology, especially in areas 

such as digital farming, biotechnology, and agri-tech data systems, are slowly but gradually 

increasing European dependencies on Chinese technological standards and supply chains. 

Underbalancing this sector can also cause risks to the EU's market, reproducing the same 

vulnerabilities it currently faces within the green energy sector, where earlier openness and lack 

of screening led to dependence on Chinese technologies. Conversely, excessive balancing 

could limit potential capability gains from cooperation and innovation. The challenge for the 

EU, therefore, lies in finding the perfect balance that safeguards strategic autonomy without 

undermining technological progress or cooperation.  
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