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ropean Community has been committed to building

an internal single market. Economically, it has been
encouraging free competition, combating monopolies, and
cautiously using industrial policies. Following the easing of
the international situation after the Cold War and the con-
tinuous advancement of economic globalization, the EU
gradually prioritized economic efficiency over geopolitical
factors, forming an economic development strategy cen-
tered on advocating “market competition” and pursuing
“economic efficiency”. However, in recent years, due to a
series of internal structural problems such as weak innova-
tion, slow industrial transformation, and institutional con-
straints, compounded by external shocks and challenges
like the financial crisis, the COVID-19 pandemic, and the
Ukraine crisis, the EU has been forced to change course.
It is now transitioning towards an economic strategy with
“competitive innovation capability and economic security”
as the core and “open strategic autonomy” as the goal. This
transformation is leading to profound adjustments within
the EU’s internal economic structure and having a signifi-
cant impact on China-EU economic and trade relations.

Since the beginning of European integration, the Eu-

THE TRANSFORMATION OF THE EU’S ECONOMIC
STRATEGY

In recent years, the EU has placed competitiveness at
the core of its economic agenda. Focusing on the principles

of “stimulating innovation”, “reducing risks”, and “im-
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proving the market”, it has launched dozens of economic
policies. Balancing short-term challenges with long-term
reforms, the strategy not only focuses on deepening the
integration of the internal single market, but also responds
to external risks. It aims to help the EU escape its current
predicament of weak innovation, economic stagnation, and
gradual lagging in global competition.

I. Promoting Innovation-Driven Transformation in
Technology and Industry: “Green” and “Digital” Dual
Drivers

With the dual drivers of green and digital transforma-
tion, promoting technological innovation and industrial
transformation has become the top priority of the EU’s
economic strategy. European Commission President Ursula
von der Leyen explicitly stated: “The EU will put research
and innovation, science and technology at the heart of our
economy.” The EU is committed to supporting the rise of
cutting-edge industries and empowering traditional sectors
through breakthroughs in advanced technologies, thereby
boosting its overall economy and strategic autonomy. In
2022, the EU released the New European Innovation Agen-
da. In 2024, it established the post of “commissioner for
startups, research, and innovation” and pledged to propose
the European Innovation Act to push member states to
achieve the target of 3% GDP investment in research and
innovation, expand the influence of the European Innova-
tion Council, and prioritize strategic areas such as green
and digital transition technologies, biotechnology, life



sciences, and advanced materials.

Green transition policies reflect the EU’s desire to
maintain its “leadership role” in global climate governance
while striving to resolve the contradiction between its high
green ambitions and low green production capacity, there-
by protecting its industrial advantages. In terms of stand-
ards and rules setting, in 2019, the EU proposed the goal of
achieving carbon neutrality by 2050 in the European Green
Deal. Since then, it has continuously strengthened its policy
toolkit, building a regulatory system covering the entire
lifecycle and all areas of the green industrial chain to steer
the economic model towards low-carbon, high-efficiency,
and sustainable development. The Fit for 55 package, as its
core supporting action, sets the target of reducing green-
house gas emissions by at least 55% compared to 1990 lev-
els by 2030. Through multiple mechanisms such as carbon
pricing, increasing the share of renewable energy, and im-
proving energy efficiency, it reshapes resource allocation
rules. In terms of green production capacity, the 2023 Green
Deal Industrial Plan emphasizes accelerating the R&D
and deployment of clean energy and green technologies.
Through the four pillars, namely simplifying regulation,
facilitating financing, enhancing labor skills, and ensuring
fair trade, it aims to build a more resilient green industrial
system. The Net-Zero Industry Act further specifies that
by 2040, the EU should host 15% of global production
capacity for relevant products, and enhance its own green
production capacity. Regarding international competition
and protection of green goods and industries, the Carbon
Border Adjustment Mechanism officially came into effect
in 2023, imposing a “carbon tariff” on high-carbon products
for the first time, designed to combat “carbon leakage” and
protect EU companies. The Regulation (EU) 2023/1115 on
Deforestation-Free Products, the new Battery Regulation
(EU) 2023/1542, and the Clean Industrial Deal collectively
build the EU’s green and low-carbon economic system
from perspectives like protecting biodiversity, formalizing
battery lifecycle management, and increasing investment
support for clean manufacturing, while demonstrating its
“normative power”.

To compete for dominance in the digital domain and
improve its insufficient competitiveness, the EU has been
intensively rolling out digital policies, establishing digital-
ization as another major pillar of its economic strategy. In
digital standards setting, the 2030 Digital Compass sets four
goals for the “digital decade” strengthening digital infra-
structure, accelerating business digitalization, improving
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On March 31, 2025, the Hannover Messe 2025, themed
“Empowering Sustainable Industrial Development”, was held in
Hannover, Germany.

digital public services, and enhancing digital skills, aiming
to achieve “technological sovereignty” by 2030. In digital
regulation, the EU successively enacted the Digital Mar-
kets Act (DMA) and the Digital Services Act (DSA). While
their purpose is to maintain market order and protect user
rights, they also aim to enhance the economic position
and market share of EU companies through digital gov-
ernance, implicitly harboring economic considerations to
contain Chinese and American counterparts. The DMA
primarily targets non-EU digital giants, especially relevant
US companies, restricting them from gaining dominant
market positions to create a more favorable development
environment for EU-based enterprises. The DSA mandates
platforms to fulfill obligations such as content moderation,
cyber security, and transparent operations under the guise
of protecting user rights. These measures objectively raise
the compliance threshold for non-EU digital companies op-
erating in Europe. In promoting digital production capaci-
ty, the European Chips Act plans to increase the EU’s share
of global semiconductor manufacturing capacity to 20% by
2030 to reduce dependency. In digital security protection,
the Cyber Resilience Act establishes mandatory security
requirements for digital products manufactured, imported,
or sold in the EU to reduce the likelihood of cyber attacks.
The EU Artificial Intelligence Act strives to ensure the
safety and trustworthiness of Al technology through “strict
regulation”. In digital application, the EU’s Data Act aims
to build “data spaces” covering multiple sectors such as in-
dustry, healthcare, agriculture, and energy, leveraging the
full potential of data-driven innovation to enhance Europe’s
competitiveness and social welfare. The European Defence
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Industrial Strategy and the ReArm Europe Plan invest
more funds in the defense sector, supporting the develop-
ment of key defense industries.

II. Focusing on Economic Security: From “Open Com-
petition” to “Defense Autonomy”

The EU’s economic strategy is transforming from “open
competition” to “defense autonomy”, reflecting its urgent
need to enhance the resilience of the single market and
strengthen strategic autonomy in the current geopolitical
and economic context. Recently, the EU has successively
issued the EU Regulation on Foreign Direct Investment
Screening, the International Procurement Instrument, the
Foreign Subsidies Regulation, and the Anti-Coercion Instru-
ment, granting the European Commission greater powers
to scrutinize “non-EU government subsidies and related
market behavior”, preventing third countries from entering
the EU market through “unfair competition practices” or
exerting “coercion” on the EU.

The European Economic Security Strategy published in
June 2023 proposed to achieve “derisking” goals through
“enhancing competitiveness, strengthening self-protection,
and building broader economic cooperation”. Unlike past
concepts like “free competition” and “economic efficien-
cy first”, the status of “security factors” in EU economic
decision-making has risen significantly, with markedly
strengthened control over frontier technologies and critical
raw materials security. In 2024, the EU successively released
the White Paper on Outbound Investments and the White
Paper on Export Controls, focusing on ten key technology
fields including advanced semiconductors, artificial intel-
ligence, quantum technology, and biotechnology. All of
these aims to strengthen export controls and investment
screening for dual-use technologies, prevent sensitive in-
dustrial technology outflows, and safeguard the EU’s long-
term competitiveness and security boundaries in strategic
technological areas. The Critical Raw Materials Act sets
upper limits for the supply of strategic minerals from any
single country, promotes supply diversification, strengthens
economic ties with traditional Western allies and Global
South countries, so as to reduce dependence on major sup-
pliers like China, and disperse risks.

III. Improving Institutional Construction: Deepening
and Expanding the EU Single Market

A series of EU strategic assessments call for rebuilding
single market competitiveness. In April 2024, the European
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Commission published the Letta Report, pointing out that
insufficient integration in key markets like finance, energy,
and digital is the core bottleneck constraining EU’s compet-
itiveness, and called for enhanced cross-border investment
and technological coordination. In September of the same
year, the European Commission’s Draghi Report on EU
Competitiveness emphasized the significant gap between
the EU and China and the US in innovation, productivity,
and strategic investment. It urgently advocated for inno-
vation-driven economic leaps through public investment,
fiscal coordination, and scientific and technological cooper-
ation. In January 2025, the European Commission stated it
would be guided by the Draghi Report on EU Competitive-
ness and the EU Competitiveness Compass to strengthen
actions in the three core areas of innovation, de-carboniza-
tion, and security, so as to promote the modernization and
strategic upgrade of the single market.

The single market is the core pillar of European inte-
gration, with deepening and expansion being its two main
paths. On the one hand, in traditional market areas like
goods, the EU is committed to eliminating non-tariff barri-
ers between member states, improving market efficiency,
and overcoming bureaucracy by strengthening regulatory
harmonization and standard unification. Regarding en-
hanced emergency capacity, the Single Market Emergency
Instrument supports building a systematic framework
combining emergency forecasting, rapid response, and
industrial coordination to improve shock response capabil-
ities. In institutional innovation, the Letta Report proposes
creating a “28th regime”, offering businesses a set of op-
tional EU-wide rules while preserving the applicability of
national laws. In January 2025, the EU established a “Project
Group on Startups and Scaleups” to assist implementation.
On the other hand, the EU continues to expand single mar-
ket construction in key areas like finance, energy, and digi-
tal communications. In financial markets, the EU has made
progress in unifying the bond market and broadening
financing channels for small and medium-sized enterprises
(SMESs). During the COVID-19 pandemic, jointly issued EU
bonds served as financing tools for the “Next Generation
EU” recovery plan, enabling conditional transfers of fiscal
resources among member states. Simultaneously, the EU
promoted the construction of cross-border instant payment
systems and launched a regulation on a framework for
Financial Data Access in June 2023 to enhance intra-EU
financial data access and sharing capabilities. In the energy
market, the EU promotes cross-border electricity grid inter-



connections, integrated green energy trading mechanisms,
and unified energy reserve allocation systems. Through the
REPowerEU Plan, it aims to reduce dependence on Russian
energy, expand renewable energy supply, and accelerate
grid construction. Regarding the communication and
digital market, the Letta Report stated that the EU must
advance a “fifth freedom” covering education, scientific re-
search, innovation, and data to improve the digital commu-
nication market. The EU simplified approval procedures
for high-speed networks through the Gigabit Infrastructure
Act and strengthened the construction of the latest genera-
tion of communication technologies. Furthermore, the EU
promotes cross-border free flow of data through the Data
Act, complementing the DSA and DMA to strengthen digi-
tal market rule coordination.

REASONS BEHIND THE EU’S ECONOMIC STRATEGY
TRANSFORMATION

The main reasons behind the EU’s economic strategy
transformation are its own shortcomings in technological
innovation and economic security, and the structural de-
fects and underdevelopment of the single market.

First, insufficient technological innovation is the fun-
damental reason driving the EU’s search for economic
strategy transformation. On the one hand, the EU lacks
competitiveness in frontier industrial sectors represented
by information and communications technology (ICT). It
has fallen behind in the global internet and digital waves,
and the gap with China and the US in semiconductors,
Al, and biotechnology has widened. According to data
from Germany’s Statista, among the world’s top ten most
valuable tech companies by market capitalization, eight
are American, two are Chinese (including China’s Taiwan
region), with none from the EU. On the other hand, tech-
nological innovation has failed to effectively empower the
transformation of traditional industries. The EU possesses
“first-mover advantages” in traditional medium-tech in-
dustries like automobiles and machinery manufacturing
and continues to receive significant innovation invest-
ment, but has lagged in the ICT innovation wave, falling
into a “middle technology trap”. The commercialization of
EU scientific research outcomes is slow, as basic research
findings struggle to secure large-scale venture capital to
rapidly generate industrial benefits. The Draghi Report on
EU Competitiveness points out that Europe’s overreliance
on indirect financing methods like the banking system,
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insufficient public investment capacity, and lack of an in-
novation atmosphere have led to the long-standing dilem-
ma of “inventing in Europe while applying elsewhere”.
Second, non-traditional security factors and geopoliti-
cal conflicts have highlighted the EU’s economic security
vulnerabilities. The COVID-19 pandemic and the Ukraine
crisis have intensified the EU’s concerns about its economy,
supply chain security, and external risks. This urgently
necessitates accelerated restructuring of production and
supply chains and a comprehensive strengthening of the
capability in safeguarding the economy and security. The
pandemic exposed the EU’s external dependency weak-
nesses in critical medical supplies and basic provisions,
prompting the activation of “strategic reserve” mechanisms
and promoting localized production. The Ukraine crisis
has suspended the EU’s energy supply chain, caused price
surges, shocked the energy-intensive industries, and led to
their relocations, forcing a focus on energy autonomy and
raw materials security. The European Critical Raw Materials
Act and the Clean Industrial Deal require concentrating the
mining, processing, and recycling of materials like lithium
and rare earths within the EU or its “trusted partner” coun-
tries. This “friend-shoring” approach to economic security
significantly hinders EU cooperation with China. This series
of shifts is actually influenced by the US’s “small yard, high
fence” strategy of technological containment against China.
The US and the EU have actively coordinated their policies
towards China through the EU-US Trade and Technolo-
gy Council (TTC), jointly pressuring China in areas like
semiconductors, Al, and export controls. In June 2023, the

Summit 2025 The Clean Industrial Deal
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On February 26, 2025, in Antwerp, Belgium, the EU convened
the European Industry Summit 2025 and unveiled the Clean
Industrial Deal.
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US and the EU signed the Critical Minerals Agreement,
explicitly excluding Chinese companies from relevant
supply chains. In October the same year, the US and the
EU reached the Global Arrangement on Sustainable Steel
and Aluminium, containing restrictions clearly targeting
Chinese steel and aluminum products. While coordinating
with the US, the EU has long faced asymmetric pressure in
transatlantic relations. To increase its bargaining power in
international negotiations and enhance economic defensive
capabilities, the EU continuously improves economic and
trade countermeasures, such as the introduction and appli-
cation of the “Anti-Coercion Instrument” regulation, etc.

Third, the single market suffers from institutional
defects and underdevelopment, severely hindering EU
economic innovation and growth. Firstly, market frag-
mentation and non-tariff barriers increase internal trade
costs. Internal obstacles like low mutual recognition of
professional qualifications, differing packaging standards,
and monopolies in specific sectors weaken the practical
effect of the “free movement” principle. An IMF report
estimates that the hidden costs of cross-border trade in
Europe are equivalent to 45% of goods tariffs and 110%
of services tariffs. Secondly, excessive EU regulation is
a major obstacle to business innovation and expansion.
Burdensome disclosure obligations increase compliance
costs; reporting requirements on data privacy and battery
lifecycles, while strengthening the protection of citizens’
rights and the natural environment, impose heavy bur-
dens on businesses. Thirdly, the existing single market
revolves more around the “four freedoms” of capital,
labor, goods, and services, lacking coverage for the free
flow of elements like education, research, and data. Final-
ly, insufficient willingness to cede sovereignty has long
constrained the deepening process of the EU single mar-
ket. For example, the EU Capital Markets Union action
plan proposed nearly a decade ago remains stalled due to
member states’ reluctance to relinquish control over na-
tional financial rules.

IMPACT OF THE EU’S ECONOMIC STRATEGY
TRANSFORMATION ON CHINA-EU ECONOMIC AND
TRADE RELATIONS

The transformation of the EU’s economic strategy, on
the one hand, opens new spaces for China-EU economic
and trade cooperation, particularly in areas like green
energy and digital technology, as well as rules making,
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where the two sides possess high complementarity and
considerable cooperation potential. On the other hand,
the EU’s growing tendency towards “pan-securitization”
policies and defensive trends have significant negative im-
pacts, compressing the space for China-EU cooperation in
investment, trade, technology, and even people-to-people
exchanges. While the Trump administration’s abuse of
tariffs has to some extent strengthened the willingness for
economic and trade cooperation between China and the
EU, this effect remains limited.

I. The Negative Impact of the EU Economic Strate-
gy’s “Pan-Securitization” Tendency on China-EU Eco-
nomic and Trade Relations

In 2019, the EU defined China as a “partner, economic
competitor, and systemic rival”, setting the tone for its
China policy shift towards “defensive engagement”. In
2023, European Commission President Ursula von der
Leyen first proposed “derisking” from China, advocating
for reducing dependence on China in key areas like crit-
ical raw materials, technology, and infrastructure while
maintaining communication and cooperation. This stance




