GEOSTRATEGIiYA

THE EU’S ROLE IN COUNTERING
CHINA’S INFLUENCE IN CENTRAL

AND EASTERN EUROPE: OPPORTUNITIES

AND LIMITATIONS

Introduction

In the past decades, China has aggressively ex-
panded its presence in Central and Eastern Europe
(CEE) as a dominant economic actor through the
16+1 and the Belt and Road Initiative (BRI). China
has gained an enormous stake in the region throu-
gh investments in long-term, large-scale infrastruc-
ture development, such as highways, railways, and
power projects, often using financial instruments to
establish even greater political influence. While the-
se investments have provided CEE countries sorely
needed capital to grow, they have also led to worries
about dependence on debt and potential reduction in
political sovereignty, which has raised alarm within
the European Union (EU).

The EU is interested in curbing China's influen-
ce in the region because most of these countries are
members or future members of the EU. Growing
economic interdependence between CEE countries
and China threatens to destabilize the unity, secu-
rity, and long-term strategic interests of the EU. In
response to all these challenges, the EU has set up
several mechanisms aimed at offering alternatives
to Chinese investment, safeguarding its interests, as
well as cohesion within the Union.

This article examines the EU's strategic response
to rising Chinese influence across Central and Eas-
tern Europe, where the Global Gateway Initiative
and Foreign Direct Investment (FDI) Screening Me-
chanism are the focus. Based on analysis, this article
analyzes both the strengths these tools offer the EU
as a means to push back against China's influence
and the limits the EU faces under to achieve this in
the region.

Overview of the Global Gateway Initiative: Fo-
cus on Central and Eastern Europe (CEE)

The European Union's Global Gateway strategy,
announced in December 2021, is intended to fill the
gap in global infrastructure by mobilizing €300 bil-
lion in investments by 2027 in energy, transport, and
digital infrastructure. Although initially developed
to focus on the regions of Africa and Latin America,
the Global Gateway strategy is equally crucial for
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Central and Eastern Europe (CEE), more precisely
to enhance energy security and regional connecti-
vity [10].

In the CEE region, Global Gateway focuses on
developing energy infrastructure and diversifying
sources of energy towards promoting energy secu-
rity and the move towards clean energy. The major
CEE countries are heavily reliant on traditional me-
ans of energy sources, and investment by the initi-
ative in renewable power and energy resilience is
key in addressing these concerns. These programs
are following the requirements of the region and the
EU's overall climate targets, working for long-term
sustainability and regional stability [6].

Besides, the Global Gateway is also a response of
a strategic nature to China's Belt and Road Initiative
(BRI) which has assumed a massive role in the re-
gion. The EU's reaction through calls for openness,
sustainability, and high governance standards offers
CEE countries a secure and more attractive option
relative to Chinese investment. This ensures that
CEE nations can enhance cooperation with the EU
without subjecting themselves to threats of unsusta-
inable fiscal conduct and political control associated
with BRI initiatives [13].

With a focus on the actual application of the Glo-
bal Gateway in CEE, several infrastructure projects
are underway, such as Black Sea Submarine Cable.
The project demonstrate how the Global Gateway is
unlocking greater connectivity, energy security, and
economic integration within the region.

The Black Sea Submarine Cable (BSSC):
A Strategic Component of the Global Gateway

One of the most clear-cut articulations of the
EU's new strategic direction in Central and Eastern
Europe is the Black Sea Submarine Cable (BSSC)
project—a high-stakes infrastructure project under
the Global Gateway Strategy, which seeks to res-
hape Europe's energy and digital geography. The
very purpose of the BSSC is to establish a high-ca-
pacity interconnection of electricity and fiber op-
tics between Georgia and Romania, and then on,
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transfer renewable energy from the South Caucasus
region into the European Union. After the planned
1,195 km HVDC cable, of which 1,100 km will be
underwater, is installed, it will be the longest sub-
sea power cable in the world. This program is an
example of the way the EU is pushing back against
Chinese expansion in infrastructure financing ac-
ross Eurasia [11].

Rather than competing with China's Belt and
Road Initiative (BRI) in purely economic terms,
the Global Gateway highlights values-based, susta-
inable, and secure infrastructure, including clima-
te-resilient energy corridors and digital connectivity
programs that reduce dependencies on authoritarian
regimes. In this regard, the BSSC not only ensures
energy diversification and climate goals but also
extends the EU's geopolitical influence eastward,
bringing countries like Georgia and Azerbaijan into
European communications and energy networks.

The BSSC is strategically significant on multip-
le fronts. It first secures the energy security of the
EU by creating a direct power link to Azerbaijan's
green resources and thereby reducing the reliance
on Russian gas and reducing vulnerability to ener-
gy weaponization. This is particularly relevant in
the post-Ukraine war scenario, which has disturbed
traditional energy routes and increased the need for
alternative supply chains. While Azerbaijan's ener-
gy mix is still highly gas-reliant, the nation's policy
of ensuring 30% of its electricity comes from re-
newables by 2030 aligns with the EU's decarboniza-
tion policy [14].

Second, the BSSC initiative also highlights the
EU's ability to raise significant-scale investment in
competition with China. Backed by a €2.3 billion
European Commission investment and a $35 milli-
on World Bank-guaranteed loan for its initial phase,
the project demonstrates that multilateral finance
committed to EU strategic priorities can build inf-
rastructure without falling prey to debt-trap dynami-
cs prevalent in Chinese lending. The fiber-optic part
of the cable, which is to attract private investment,
will boost digital connectivity between the Cauca-
sus and Europe, providing redundancy to data paths
and countering Chinese penetration in regional tele-
communication networks [14].

Briefly, the Black Sea Submarine Cable is repre-
sentative of the EU's broader attempt to offer a stra-
tegic counterpoint to Chinese infrastructure lending

in Central and Eastern Europe and the South Cau-
casus. It links climate policy to security interests,
combines public and private capital, and more clo-
sely integrates periphery regions into the European
project. But it also means that Europe's infrastructu-
re push under the Global Gateway must constantly
juggle between the competing priorities of values,
security, and strategic influence.

Overview of the FDI Screening Mechanism

Since its founding, the European Union (EU) has
encouraged trade policies based on openness, mul-
tilateralism, and the use of commercial tools in de-
fense of social standards and interest in good gover-
nance. However, in recent years, these liberal policy
trends have become more difficult to sustain with a
more uneven playing field. This new environment
has been characterized by China's market-distorting
industrial policies, the protectionist rhetoric of the
United States, and the mounting security challenge
from Russia, particularly about energy dependence.
By 2017, the EU had recognized the limitations of
its erstwhile naive policy and had shifted direction
towards a more assertive trade policy [12].

One of the first important steps in this shift of
policy was the creation of the Foreign Direct Invest-
ment (FDI) screening mechanism at the EU level,
which ran parallel with the establishment or harde-
ning of national Investment Screening Mechanisms
(ISMs) in EU Member States. Though before the
global financial crisis of 2008, eight EU Member
States had some form of FDI screening, by 2023, 26
Member States had established or were in the pro-
cess of establishing their ISMs. This fast-paced de-
velopment of investment screening mechanisms in
Europe is a sign of growing concerns over national
security implications of foreign investments [10].

The EU FDI screening framework that was es-
tablished in 2020 is meant to be a subsidiary inst-
rument for cooperation among EU institutions and
Member States to help evaluate FDI transactions
that can compromise the security or public order
of the Union. Although national governments ma-
intain the authority to block or grant approval for
investments, the EU mechanism provides space for
information sharing and coordination in terms of in-
vestment in sectors that fall under concerns related
to security, such as telecommunications, energy, and
defense [7].
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Before the institution of the EU-wide FDI scre-
ening mechanism came a series of events, among
them heightened security issues arising from Chine-
se investment in EU infrastructure and technologies.
The European Commission had previously become
less "naive" regarding the benefits of untramme-
led investment flows and was seeking to establish
arrangements that would ensure the EU's strategic
autonomy. The adoption of the framework was par-
ticularly accelerated following a call to action in
response to France, Germany, and Italy, all of which
are among the EU's leading economies, responding
to a series of Chinese investments that raised politi-
cal and security issues [8].

Although the EU FDI screening mechanism dif-
fers from national ISMs in that it is an ancillary re-
view and advisory opinion, it is a reflection of the
complex layering of EU competences. It does not
replace national decision-making but creates a plat-
form for cooperation between the EU and national
authorities. The process enables a "Phase 1" review
of transactions, which is typically swift, while some
of the high-risk cases are given a detailed "Phase
2" scrutiny. However, even in such a case, the final
decision rests with the host Member State [8].

The increased focus of the EU on screening in-
vestment is part of an international trend, in whi-
ch governments recognize that while FDI has huge
economic benefits—e.g., job creation and techno-
logical advancement—it has security risks too. For
example, foreign players' investment in high tech-
nology or strategic infrastructure can give antago-
nist states access to sensitive information or disrupt
the vital supply routes during geopolitical tension.
These threats encourage the majority of the develo-
ped economies, such as the US, Canada, and Aust-
ralia, to introduce or reinforce their indigenous FDI
scrutiny processes in recent years [2].

The EU's FDI screening framework is part of a
broader reorientation towards the protection of natio-
nal security and strategic interests without sliding into
protectionism. It represents a change in underlying
logic from an economic logic of openness to open
markets to a security-based logic of defending sensi-
tive sectors. This shift is particularly pertinent in the
context of Chinese investments in the EU, where con-
cerns over technology transfer, market control, and
espionage have prompted stricter monitoring in areas
like telecommunications, energy, and healthcare [7].

The rise of ISMs in Europe has significant impli-
cations for the future of economic openness and the
role of the EU as a global player. First, while ISMs
are not protectionist tools, they aim to displace th-
reats to national security and public order. Second,
the development of ISMs forms part of a general
shift from a monopolistic economic strategy to one
that puts security interests high in foreign invest-
ment policy. This signals the growing perception by
the EU of the threats posed by foreign investments
in strategic sectors and technology [12]. Lastly, the
EU's FDI screening framework is an opportunity for
the Union to extend its reach in the security domain,
leveraging economic policy tools to bolster its geo-
political status [9].

While the EU continues to promote open mar-
kets, its new FDI screening policy highlights the
trade-off between economic benefit and security
interests. As the Union increasingly competes with
emerging powers like China and Russia, the need
for strong tools to defend economic and technologi-
cal sovereignty has never been greater. The EU's
screening mechanism for FDI, together with the
member states' ISMs, is tasked with achieving the
balance between these interests and ensuring that
foreign investments do not undermine the EU's stra-
tegic autonomy.

Case Study: Romania’s Foreign Direct
Investment and the Cancellation of the Nuclear
Reactor Deal with China

Romania's abandonment of its nuclear reac-
tor project with the China General Nuclear Power
Corporation (CGN) back in 2020 was a dramatic
reversal of Romania's energy and geopolitical poli-
cies. The move was reflective of Romania's strate-
gic decision to move closer to European Union (EU)
standards as well as safeguard its national interests,
especially against the backdrop of increasing inter-
national competition for strategic investment into
the energy infrastructure.

In 2015, Romania's state-owned power company,
Nuclearelectrica, agreed with CGN to construct two
new reactors at the Cernavoda Nuclear Power Plant.
The venture was part of Romania's strategy to mo-
dernize and expand its energy industry, reduce its
dependence on traditional sources of energy, and
improve energy security. However, by 2020, the Ro-
manian government under Prime Minister Ludovic
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Orban decided to abandon the agreement. This was
primarily prompted by the rising concern of China's
growing clout in the global context, i.e., in strategic
infrastructure projects such as energy plants, and
potential security concerns about third-country fo-
reign investment [1].

Certain reasons played a part in the change in
Romania's policy. Among the most pressing was the
EU's focus on foreign direct investments (FDI) from
countries like China, which are traditionally seen as
being opaque and most likely to be non-compliant
with Western standards of governance. The Euro-
pean Commission has increasingly been demanding
screening for foreign investment in strategic sec-
tors to ensure that it cannot hurt national security
or public order [5]. Under the broader EU initiati-
ve, Romania's withdrawal from the CGN deal was
an expression of its commitment to complying with
EU investment rules as well as protecting its strate-
gic interests. Other than security concerns, the Ro-
manian state also endeavored to apply the highest
attainable levels of governance, transparency, and
security for its nuclear projects.

Following the cancellation, Romania has sou-
ght other alliance options with Western partners. In
a very noteworthy development, in October 2020,
Romania's government entered into a €3 billion ag-
reement with the United States to cover the costs
of building new Cernavoda reactors. This transac-
tion not only guaranteed Romania's energy sovere-
ignty but also represented the growing importance
of Western alliances to Romania, both in the energy
security and geopolitical spheres [3].

Romania's cancellation of the CGN deal and its
new cooperation with the United States also helped
highlight the EU's growing role in shaping the ener-
gy policies of its member states. The EU's effort to
screen and review FDI collectively attests to a stra-
tegic shift towards aligning investment in critical in-
frastructure with European values and security stan-
dards. By choosing the U.S. over China, Romania
anchored itself more squarely in the Western geopo-
litical sphere, making a very obvious commitment
to EU standards and priorities [4].

Opportunities and Limitations for the EU in
Countering China's Influence in Central and
Eastern Europe
The European Union (EU) has both strengths and

limitations when it comes to reacting to the growing
influence of China in Central and Eastern Europe
(CEE). As the EU attempts to navigate this complex
geopolitics, tools like the Global Gateway Initiative
and Foreign Direct Investment (FDI) are perceived
as necessary mechanisms. However, both tools in-
herently have weaknesses, especially when put aga-
inst China's Belt and Road Initiative (BRI), which
has significantly touched the region.

One of the EU's best opportunities to counter
Chinese influence is the Global Gateway Initiati-
ve, which the EU launched in 2021 in response to
China's Belt and Road Initiative (BRI). The Global
Gateway seeks to develop infrastructure invest-
ment in the developing regions of the world, such
as Central and Eastern Europe, focusing on sustai-
nable, transparent projects. By foregrounding areas
such as green energy, digital connectivity, and susta-
inable infrastructure, the EU offers itself as an open,
long-term partner offering an alternative to the more
debt-heavy and sometimes impenetrable Chinese
model of investment. In addition, the EU's Foreign
Direct Investment (FDI) plays a significant role in
checking China's economic influence. By promoting
investment in strategic sectors such as renewable
energy, technology, and innovation, the EU can help
enhance Central and Eastern European nations' eco-
nomic resilience. Contrary to Chinese investments,
which can lead to dependence on Chinese capital
and control, EU-financed FDI is centered on part-
nerships that foster sustainable development and te-
chnological advancement.

In addition, such measures also allow the EU the
leverage to integrate CEE states deeper into the in-
ternal market of the EU, further fueling more stabi-
lity and cohesion in the region. The EU's model of
regulation with high levels of governance, sustaina-
bility, and transparency can likewise keep the risk of
Chinese dominance of key sectors like telecommu-
nication and digital infrastructure at bay.

But while the Global Gateway Initiative and
FDI offer tremendous potential, they do offer some
significant constraints relative to China's Belt and
Road Initiative. One of the most formidable chal-
lenges is the budgetary scale. China's BRI, with its
multi-trillion-dollar budget, dwarfs the EU's Global
Gateway, which, despite all its ambitious rhetoric,
has a much lower-cost financial outlay. For examp-
le, the EU's Global Gateway Initiative will be ex-
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pected to mobilize some €300 billion over 7 years,
whereas China's BRI, launched in 2013, has already
invested several trillion dollars across the globe,
with much of it being transferred to Europe. This re-
source imbalance is a clear limitation for the EU to
match China's investment size, especially in Central
and Eastern Europe, which are extremely attractive
for large-scale infrastructure projects. Another limi-
tation is that certain CEE countries are more recep-
tive to Chinese investments since these investments
yield quick economic returns in terms of the genera-
tion of jobs, infrastructure development, and loans
at very low interest rates.

Hungary and Serbia have been among the most
welcoming nations for Chinese investment throu-
gh the 16+1 mechanism, namely 16 CEE countries
and China. Hungary, for instance, has been heavily
courted by China for infrastructure projects, inclu-
ding the construction of the Budapest-Belgrade rail
link funded by Chinese loans. Serbia has also recei-
ved significant investment from China, particularly
in the construction of highways and power plants.

These countries, as pro-China, are never willing
to fully participate in EU-led initiatives. The EU's
efforts, therefore, to counterbalance Chinese influ-
ence in these countries are constrained by their wil-
lingness to join Chinese-led initiatives.

The geopolitical landscape within the region also
makes the EU's efforts complex. Most CEE nations
have a historical connection with Russia, and in some
cases, China is considered an unavoidable partner to
counterbalance Russian influence. This geopolitical
reality makes the EU's attempt to assert a common
position on these nations almost impossible, par-
ticularly when they view China's investments as a
balancing act against Russian influence. In addition,
other countries would also feel that the EU's regula-
tory environment and standards are too intrusive or
politicized, therefore, they would be more inclined
to accept Chinese offers of capital and investment on
alternative terms. A further limitation for the Global
Gateway Initiative and FDI alike is the competiti-
ve appeal of Chinese finance. Chinese investment,
especially under the BRI, is easier to secure, with
fewer regulatory barriers and more flexible financing
terms than the EU's often more stringent investment
frameworks. This could make China a more attrac-
tive partner to countries more concerned with short-
term profitability than long-term sustainability.

Conclusion

The European Union's reaction to rising Chinese
presence in Central and Eastern Europe (CEE) th-
rough actions like the Global Gateway and the Fore-
ign Direct Investment (FDI) Screening Mechanism
is a strategic attempt at protecting its interests, pre-
serving regional stability, and promoting sustainab-
le development. Although China's Belt and Road
Initiative (BRI) has gained traction in the region
through high-profile infrastructure projects, the EU
has attempted to provide an alternative model em-
phasizing transparency, sustainability, and energy
security. High-priority projects like the Black Sea
Submarine Cable (BSSC) reflect the EU's commit-
ment to promoting regional connectivity and redu-
cing reliance on Chinese investment, which can be
politically burdensome. But the EU is tested hard in
being capable of confronting the financial scale and
more concessional terms of the BRI, and political
dynamics in CEE countries, several of which have
historically with Russia or prefer Chinese financing,
to pursue.

Despite the above limitations, the EU action
shows a shifting towards an added pursuit of its stra-
tegic autonomy in balancing economic requirements
with security, and facilitating intensified integration
within the European market. The EU will succeed in
achieving this effort with its ultimate dependence on
how well it remains able to adjust to the new geo-
political context, build sustainable partnerships, and
sustain its comparative lead in infrastructure invest-
ment. EU-China rivalry in CEE in the future will
rely on how the Union can balance these complex
dynamics while continuing to advocate for sustai-
nable, value-driven investments.
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SUMMARY
This article explores the European Union's stra-

tegic response to China's growing influence in Cent-
ral and Eastern Europe (CEE) through the Global

Gateway Initiative and the Foreign Direct Invest-
ment (FDI) Screening Mechanism, focusing on the
EU's efforts to offer an alternative to China's Belt
and Road Initiative (BRI) by promoting sustainable
infrastructure, energy security, and digital connec-
tivity in the region. It examines the strengths and
limitations of these EU initiatives, particularly th-
rough projects like the Black Sea Submarine Cable
(BSSC), and analyzes the challenges posed by Chi-
na's extensive economic footprint and the region's
geopolitical ties with Russia. By considering the
varying receptiveness of CEE countries to EU ver-
sus Chinese investments, the study provides insigh-
ts into how the EU navigates competing priorities
of promoting long-term sustainability and security
while balancing financial resources and geopolitical
interests. Ultimately, it assesses how the EU's policy
tools aim to safeguard regional stability and assert
European influence in a region where both Chinese
and Western powers vie for strategic leverage.

Keywords: European Union (EU), China, Central
and Eastern Europe (CEE), Geopolitical Influence,
Belt and Road Initiative (BRI).

PE3IOME

OTa cTaThs UCCIENYET CTPATETHYECKYI0 PEAKIIUIO
EBporneiickoro Coro3a Ha pactyuiee Biusinue Kuras
B llenTpanpHoit m Boctounoit Espome (IIBE)
yepe3 mHunmatuBy Global Gateway u mexaHusm
OLICHKHM HWHOCTPAHHBIX TPSAMBIX  HHBECTUIUI
(FDI), dokycupysice Ha ycunmusx EC npemioxuTh
anprepHatuBy uHunmaruee Kurtas "llosc u myts"
(BRI), mponBurasi ycTtoluuByr0 HUHGPACTPYKTYDY,
SHEPreTUYECKYI0 0€30MacHOCTh U MHU(POBYIO
CBSI3aHHOCTB B perroHe. B cTarbe paccMaTpuBaroTcst
CWJIbHBIE CTOPOHBI M OTPAaHUYEHUS 3TUX HHUIIUATHUB
EC, B 4acTHOCTM 4epe3 TakKHe€ MPOEKThI, Kak
YepHomopckuit moasonubiii  kabenp (BSSC), a
TaK)K€ AaHAJM3UPYIOTCS BBI3OBBIL, CBSI3aHHBIE C
MacIITaOHBIM SKOHOMHYECKUM BiusiHueM Kutas u
TeONOIUTHYECKUMHU CBSI3SIMU pernoHa ¢ Poccuen.
VYuursiBas pa3INuHyIo BOCIIPUMMYHUBOCTH
crpan  [IBE k wnHBectuuusasm EC u  Kuras,
UCCJIEJIOBAaHNE TPEAOCTaBIsET IMOHUMAHHUE TOrO,
kak EC GamaHcupyeT TMpHOPUTETHI OJTOCPOYHON
YCTOMYMBOCTHU ¥ 0€3011aCHOCTH, IIPU 3TOM YUUTHIBAs
¢buHaHCOBBIE  pecypchl M T€OMOJIUTHYECKHE
uHTEepechbl. B KOHEYHOM HTOre CTaThsl OLEHUBAET,
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Kak MHCTpyMeHThl mnoiauTuku EC HampaBieHbl
Ha 00€CIeUYeHHe PEerHOHAIIBHOW CTaOWJIBHOCTH W
YTBEPKACHHUE €BPOMNEICKOro BIUSHUS B PErHOHE,
Ie Kak KHUTalicKhe, TaKk M 3amajgHble Jep>KaBbl
KOHKYPHUPYIOT 3@ CTpaTern4ecKoe BIUsHHE.

KuarwueBsble caoBa: Esponeiickuti Cows (EC),
Kumau, [lenmpanvnas u Bocmounas FEepona
(IlIBE), [@'eononumuuecxoe enusanue, Hnuyuamusa
"Ilosic u nymsv" (BRI).

XULASO

Bu maqals, Avropa Ittifagmnin Cinin Morkozi v
Sorqi Avropadaki (CSE) artan tosirino garsi strateji
reaksiyasini Global Gateway Tosobblisli vo Xarici
Birbasa Investisiya (FDI) Tohlili Mexanizmi va-
sitosilo arasdirir. Mogalo Avropa Ittifaginin Cinin
“Komaor vo Yol Tosobbiisii’no (BRI) alternativ ola-
raqg, regionda davamli infrastruktur, enerji tohliiko-
sizliyi vo rogomsal olagaliliyi tosviq etmoyo yonolon
saylorini digqgoto alir. Bu togobbiislorin giiclii torof-
lorini vo mohdudiyyatlorini, xiisusilo Qara Doniz
Sualt1 Kabeli (BSSC) kimi layihoalor vasitasilo toh-
lil edir vo Cinin genis iqtisadi tosirinin vo regionun
Rusiya ilo geosiyasi olagolorinin yaratdigi ¢agirisla-
11 aragdirir. CSE &lkolorinin Avropa Ittifaqr va Cin
investisiyalarina olan miixtolif reaksiyalarini nozoro
alaraq, arasdirma Avropa Ittifaqinin uzunmiiddotli
davamliliq vo tohliikasizliyi togviq edorkon, maliyyo
resurslar1 vo geosiyasi maraqglar1 neco balanslasdir-
digin1 gostorir. Noticodo, magalo Avropa Ittifagqinin
siyasot alotlorinin regional sabitliyi qorumaq vo Av-
ropa tosirini gliclondirmok ii¢iin neco yonaldildiyini
giymatlondirir, burada hom Cin, hom do Qarb giicle-
11 strateji tstlinliikk ugrunda miibarizo aparirlar.

Acar sézlor: Avropa Ittifagqi (A), Cin, Morkazi va
Sarqi Avropa (CSA), Geosiyasi Tasir, "Komar va Yol
Tasabbiisii " (BRI).
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