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Summary

=> This paper analyzes the recent trend of Chinese investments in the electric
vehicle (EV) supply chains in the Visegrad Four (V4] countries of Czech Re-
public, Slovakia, Hungary and Poland.

=> China has not only gained a foothold in the electric vehicle industry but has
become one of the most important players globally. Accordingly, it wants to
penetrate global markets, including the European one, with its own EVs, and
also be close to other EV manufacturers to supply them with EV components,
including batteries, via its own companies.

> To penetrate the European market, optimize transaction costs and avoid po-
tential tariffs and other trade barriers, China seeks to create production cen-
ters on the continent, especially in countries (1) with a strong track record in
automotive assembly, (2) where other automotive manufacturers have pro-
duction activity and (3) where the major European car manufacturers are
located nearby. By meeting all the criteria mentioned above, the Vi countries
seem to be an ideal platform - and springboard for the broader European
market - for Chinese EV manufacturers.

=> Europe is investing billions of euros in electromobility, from encouraging car
manufacturers to produce EVs, to supporting the sales of these vehicles,
and to installing charging stations. Although the EU is currently investigating
whether Chinese EV companies have benefited from illegal subsidies, it is dif-
ficult to imagine that this ambitious strategy could be implemented without
the Chinese companies currently leading the EV sector, at least in the short
term.

= VL4 countries - though to a varying degree - are highly dependent on the
automotive industry. While China is moving up the value chain, thanks to its
technological innovations and batteries, the V4 countries' activities are slow-
ly being squeezed out. Further development of the automotive industry in the
V4 region can only be ensured if a large proportion of EV and EV component
manufacturers are located here.

= Chinese companies have been investing in the V& since the early 2000s. Chi-
nese FDI flowed, though modestly, into automotive-related manufacturing
even before the arrival of major Chinese EV companies, but it has mainly
been in the sector of automotive spare parts manufacturing connected with
the traditional automotive supply chains.
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More Chinese investments related to the EV industry have been announced
in the V& in recent years. Although many of these projects are still in the
construction, planning or announcement phase, a clear pattern is already
emerging: the bulk of Chinese EV-related investment in the V4 so far has been
concentrated in the battery segment, with Hungary clearly being the number
one location.

The attractiveness of Hungary is, at least in part, due to the generous state
support offered to companies in return for investing in the country. However,
state financial incentives also helped to attract Chinese EV investments into
other V& countries.

Company case studies show that Chinese EV manufacturers chose the V4 re-
gion as it offers good logistics and transport connections with the rest of
Europe and access to a wide supplier base.

Since the shift to EV production is largely reliant on foreign investment, the
Vli's growth will continue to be a dependent growth and will not improve
these countries' highly vulnerable position in the automotive supply chains.
The four company case studies also suggested that the chances for local
suppliers to be involved are not very high but could nevertheless improve
over time. One reason for the limited involvement is the lack of experience,
another is that EVs are much less component-intensive to produce than con-
ventional cars.

EV companies' presence in the V4 creates certain challenges: in addition
to the lack of opportunities for local suppliers, the local workforce may be
crowded out by cheaper guest workers. Pollution is a particular problem in
relation to battery production. These challenges are, however, not specific to
China, but apply to all players of the EV industry.

RED activities are usually not typical features of (Chinese) investments in the
Vi region, as investors usually bring only assembly. Yet, some of the Chinese
EV companies, such as Volvo and NIO, are planning R&ED activity too, in the
V4. These types of activities may also have the potential to involve local ex-
pertise, and there is also a greater chance of technological spillovers.



Recommendations

Imports of Chinese carmakers have been rising for several years, and so has
the share of Chinese brands in the European EV market. Besides investigat-
ing China’s support to the EV industry, EU policymakers should seek recipro-
cal trade terms with China on EV-related trade and pursue a comprehensive
strategy for the development of Europe’s indigenous EV industry.

A wider penetration of EVs in Europe could also be facilitated, notably by im-
proving the charging infrastructure. In addition, similarly to China and the US,
Europe too, needs to invest heavily in next generation battery technologies.

European countries should also be aware that many of the critical raw mate-
rials for battery production originate from China, which could pose addition-
al risks if China restricts access to them. Europe could improve its position by
looking for alternative sources of raw material supply, for example in Africa
or Latin America, and boosting its own mining and recycling activities, as
proposed by the Critical Raw Materials Act (CRMA).

As the Chinese EV companies investing in the Vi region do not want to supply
individual Vi countries, but rather the (mainly German) automotive companies
operating in the region, the Vi governments should not compete for these invest-
ments, but partner and coordinate their policies and negotiate with the Chinese
EV companies on the basis of a common V4 strategy, thus achieving both econ-
omies of scale through specialization and more favorable investment terms.

V& governments should also aim to support EV-related technology locally by
creating joint research institutes, training engineers and skilled workers, and
incentivizing R&ED activities of local companies.

When granting state support to certain Chinese companies investing in the
V4, governments should be more aware of the scope of the activities they
support, ensuring that local companies can participate, potentially also in
higher value-added activities. For example, at least part of the state support
should be specifically linked to RED cooperation (involving local universities,
and knowledge centers) to ensure technological spillover effects.

Since the EV industry typically involves the use of completely new technol-
ogies, which in the case of battery production can even be hazardous to
human health and the environment, local residents need to be informed in
a timely and more comprehensive way about the details of the manufactur-
ing process affecting them.
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Introduction

From the early 1990s onwards, the Central and Eastern European (CEE) re-
gion’s economic catching up has been largely driven by traditional sectors of the
economy, dynamic exports, investments from abroad and the advantages of low labor
costs. CEE countries have attracted significant amounts of foreign direct investment
(FDI) in the automotive sector that has become a key driver of many of the CEE coun-
tries’ — including the V4 countries’ — economic growth and has led these countries’
integration into global value chains (GVCs).! By participating in the manufacturing
of internal combustion engine vehicles (ICEVs), V4 countries have become promi-
nent and indispensable players in the European automotive supply chain, providing
geographical proximity, manufacturing know-how and low wages. These factors were
key to ensuring the competitiveness of original equipment manufacturers (OEMs),
from Germany in particular.?

While the extent of CEE countries’ catching up processes varies greatly — EU
member states are more developed while countries in the Western Balkans are lag-
ging behind - a rather general phenomenon is that many of the above-mentioned
drivers are gradually becoming depleted: economic growth has slowed down and
the previously successful foreign direct investment (FDI)-led development model
is becoming exhausted.? In parallel, the automotive industry is slowly transitioning
from ICEVs to electric vehicles (EVs), accompanied by a technological transformation
that also affects supply chains.*

CEE, including the V4 countries, is bound to face the adverse effects of the
above-mentioned transformations: with technologically different and increasingly
sophisticated labor-saving solutions, the inflow of new greenfield investments slows
down, thus, the impetus of catching up driven by GVC-integration weakens.” Econo-
mies that have been following a manufacturing-led development model will be able
to maintain their current position only if they fulfill higher requirements in terms
of production capacity, functional capabilities, local supplier base and infrastructure.®

Many CEE countries have taken steps to induce these processes, but the FDI-
led growth model cannot be fully - and immediately — abandoned. Engaging in EV
supply chains seems to serve as a good alternative for countries that have been major
players in the automotive industry in the past, even if they are lower down the value
chain: the future is clearly electromobility, in line with global climate goals and EU
directives, while the necessary manufacturing bases as well as workforce are available
through the automotive experience of the region.’

For the same reasons, EV manufacturers are also interested in manufacturing in
established locations. However, these automakers or OEMs are not just those — Ger-
man, French, US, Japanese or South Korean - companies that have been investing
in CEE'’s automotive sector, but also new players which have emerged. China, in
particular, has not only gained a foothold in the EV industry but has become one of
the most important players globally. Accordingly, it wants to penetrate the European



market with its own EVs (such as BYD, Nio, Xpeng or Volvo), and be close to other
EV manufacturers to supply them with EV components, including batteries, via its
own companies (such as CATL, SEMCORP, Shenzen Kedali or EVE Power). In order
to do so, China must create European production centers, especially in countries with
a strong track record in automotive assembly, where other automotive OEMs have
production activity and where the major European car manufacturers are located near-
by. By meeting all the criteria mentioned here, the V4 seems to be an ideal platform
—and springboard for the broader European market - for Chinese EV manufacturers.

Europe’s ambitious climate goals will require a lot of EVs in the coming years,
which at first glance may seem like a win-win situation. On the one hand, the EU
wants to see at least 30 million electric vehicles on Europe’s roads, which requires
a massive and fast transformation of the car industry. On the other hand, Chinese
companies are capable of producing these vehicles, or the various components - bat-
teries, in particular - to a high standard. However, Chinese exports of lower-priced
EVs (around 20 percent lower than European prices) and the massive increase in
Chinese manufacturing capacity pose a direct threat to the European car industry.?
As aresult, the EU has recently launched an anti-subsidy investigation into imports
of EVs from China to determine whether Chinese EV makers are benefiting from
illegal subsidies and whether these subsidies may be causing economic harm to Eu-
ropean EV manufacturers.’

The purpose of this paper is to examine Chinese investments in electric vehicle
supply chains in the V4, that is to address the potential, role and impact of Chinese
EV manufacturers in the V4 region and the challenges they pose at the local and re-
gional level. To understand the root causes, current status and possible consequences
of the Chinese presence in the EV industry in the V4 region, we need to look at the
issue in all its complexity. Therefore, following this introduction, the paper starts with
a summary of the development of the V4 automotive industry in retrospect (Chapter
1) and provides a brief explanation of how the EV supply chain differs from the tra-
ditional ICEV supply chain (Chapter 2). Next, it presents the patterns and trends of
Chinese investment in the V4 (Chapter 3) and analyzes the Chinese presence in the
EV sector by using case studies of EV-related Chinese investments already made or
underway (Chapter 4). Subsequently, the paper provides concluding comments and
elaborates on policy implications (Chapter 5).
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Automotive Industry in the Vit in
Retrospect

The automotive industry plays an important role in Europe’s economy, providing
direct and indirect jobs to 13.8 million Europeans, representing 6.1 percent of total
EU employment and accounting for 7 percent of the European Union’s (EU) GDP.
The EU is one of the world’s largest car-producing regions, however, the automotive
industry has increasingly shifted eastwards over the last two decades: The Western
European car market stagnated between 1990 and 2000 and further growth could
only be achieved through geographical expansion. CEE proved (and continues) to be
an ideal location for expansion, as the economies of these countries were growing
rapidly, economic growth and increasing prosperity allowed more consumers to buy
cars, and wage levels were considerably lower than in Western Europe, granting sig-
nificant cost savings for car manufacturers.!" The countries with the largest automotive
industries in the CEE region are the Czech Republic, Poland, Slovakia and Hungary:
that is, the countries of the V4. Therefore, the following sub-sections briefly present
the V4 automotive industries’ basic parameters, including the most important data
and foreign companies present in these countries.

CZECH REPUBLIC

The Czech car industry has a relatively long history, with Skoda being founded
in 1895 and becoming the country’s largest industrial company by 1920, bought by
Volkswagen in 1992. The number of cars produced in the country has grown rapidly
from around 400,000 cars in 1999 to 1.25 million in 2022. As a result, Czechia has
the largest automotive industry in the CEE region and it is among the countries with
the highest car production per capita (after Slovakia).!?

Today, the automotive industry is the most important industrial and export
segment in Czechia, accounting for around 25 percent of total Czech exports and
up to half a million jobs overall, representing 31 percent of industrial production
and 26 percent of Czech manufacturing. While the automotive industry accounts
for 6 percent of GDP, industry supply chains bring the total share of the automotive
industry in the Czech economy to around 9 percent of GDP. The segment is one of
the most important in the region, with around 90 percent of cars produced here be-
ing exported, mainly to Germany.® There are three main car manufacturers in the
country: Skoda, Hyundai and Toyota-PSA.

The electric vehicle segment accounted for more than 11 percent of total vehicle
production in 2022, with a total of 134944 electric cars and 56 electric buses, mainly
by Skoda and Hyundai, reflecting the rising demand for environmentally friendly
vehicles.



HUNGARY

The Hungarian automotive industry has expanded significantly in recent years
due to several factors: first, foreign, mainly German manufacturers are investing
heavily in the country, second, increasingly more models are being relocated here,
with more and more spare parts manufacturers being present in Hungary, third,
the government is supporting the automotive industry through various measures,
including financial incentives for investors."

As a result of the above, the sector is constantly evolving. Hungary produced
0.44 million cars in 2022. In this year the Hungarian automotive industry generated
about 21 percent of the country’s total exports,'¢ 33 percent of industrial production
and around 28 percent of Hungarian manufacturing. There are 500 companies in
the sector, employing around 100 thousand people in the country.” While vehicle
manufacturing makes up around 5-6 percent of Hungarian GDP, together with auto-
motive suppliers it accounts for 8-9 percent.!® Most cars and car parts are produced
by German companies, and 90 percent of the production is exported. The four leading
manufacturers operating in Hungary are Audi, Mercedes, Opel, and Suzuki.

In the past few years, Hungary has transformed itself into a potential EV power-
house with German car manufacturers, such as Mercedes, Audi and BMW investing
heavily in EV production and South Korean, and recently also Chinese companies
investing in battery manufacturing. As a result, Hungary already ranks fourth globally
in EV battery production (which will certainly continue to improve in the coming
years with Chinese CATLs investment).

POLAND

Poland has one of the most diversified economies and export structures in the CEE
region. As a result, its reliance on the automotive industry is also one of the lowest
in the region. Still, the automotive industry is a key sector for the Polish economy
too, being the second largest in CEE after the Czech Republic, and therefore it has
an impact on the region’s economy.”

Like the other CEE countries, Poland exports a lot of cars — the automotive in-
dustry accounted for about 13.5 percent of the value of exports in 2022 — which is
advantageous in many ways, but the fact that around 80 percent of cars manufactured
here are sold in Western Europe creates a dependency and, consequently, a vulner-
ability. This vulnerability was also reflected in the aftermath of the 2008 economic
crisis, which saw a decline in economic activity in Western Europe, and thus a decline
in car production in Poland and, at the same time, in the Polish economy.

In 2022, when a total of 0.45 million motor vehicles were produced by Polish au-
tomotive plants,® the automotive industry accounted for 8 percent of Poland’s GDP,
and 11 percent of the country’s industrial production. There are more than 1,000 com-
panies and suppliers in the industry, employing together around 187 thousand people.
Major companies with a significant presence in the Polish automotive sector include
Fiat, Opel, Toyota, Volkswagen, MAN, Volvo and Scania.
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With the presence of, among others, LG Energy, the most significant battery
producer in Europe by far, Poland is also heavily involved in the production of lith-
ium-ion batteries (in 2022 these accounted for over 2 percent of all Polish exports):
currently ranked 2nd in the world after China and ahead of the US.?!

SLOVAKIA

The Slovak automotive industry has a long history, but the real success story
and growth started in 1991, with Volkswagen setting up a manufacturing plant in
the country. The industry has been flourishing ever since. Perhaps the only factor
hindering further progress is the inability to recruit enough skilled workers to match
the capacity expansion, as there are not enough people looking for jobs. However, this
is a challenge more and more CEE countries are facing nowadays.

Slovakia has the highest car production per capita in the world, that is 184 cars
per 1,000 inhabitants, with 1 million cars produced in 2022. The automotive industry
employed 176 thousand people directly in 2022, while the aggregated employment
increased to 261,000 people. There are four main car manufacturers: Volkswagen,
KIA, PSA and Jaguar Land Rover. The share of the automotive industry in total
industrial production is the highest in the region: at around 50 percent.?? The share
of the automotive industry in Slovakia’s total exports is similarly high, 42 percent,**
while the industry accounts for 13 percent of GDP, which is also exceptional within
the V4 as well as globally.*

As regards the shift from ICEVs to EVs, foreign firms are driving the transition
in Slovakia: besides VW, Jaguar and PSA’s EV models manufactured here, Chinese

TABLE 1: SELECTED CHARACTERISTICS OF Vi AUTOMOTIVE INDUSTRIES (2020)

Czechia Hungary Poland Slovakia
Number of enterprises 1,100 500 1,700 790
Production value
(million EUR) 44,520 26,100 32,100 27,900
Wages and salaries
(million EUR) 3,200 1,800 3,400 1,500
Persons employed 175,000 95,000 210,000 79,000
Share of production value
in manufacturing total (%) 27 26 10 #0
Share of value added in
manufacturing total (%) 18 v ? 23
Share of export in total 30 17 oL 19
exports (%)

Source of data: Eurostat (figures have been rounded). Data for the years after 2020 were not available in Eurostat, but

were available from other sources, these we refer to in the text above.



majority-owned Volvo is planning to start its 500,000-capacity production of pure EVs
in 2026 in Eastern Slovakia. Due to the significant embeddedness of the automotive
industry and its important role in Slovakia's economy, the country is currently among
the top European producers of EVs behind only Germany and France.?

It is important to note that the V4 countries are among Europe’s most eco-
nomically exposed countries to China, thanks to their indirect trade links, mainly
through Germany. In essence, this indirect trade relationship means that although the
V4 countries export relatively few products directly to China, their trade exposure to
China is still significant because of their embeddedness in German value chains, with
indirect exports (i.e. via third countries, Germany in particular) to China accounting
for a larger share of their total exports. Both direct and indirect exports are mainly
concentrated in car manufacturing and machinery: according to CEIAS's calculation,
Slovakia's final (direct and indirect combined) demand exposure to China is the highest
in the V4 (5.3 percent), followed by Czechia (5.1 percent), Hungary (3.9 percent) and
Poland (3.3 percent).?®
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From Internal Combustion to
Electric: Shifting Supply Chains?

As stated above, the internationalization of the automotive industry initially
started with the entry of automotive companies into foreign markets with just a few
affiliates, but this was gradually replaced by global value chains, that is, the full range
of value-creating activities (from design to production, from marketing to distribution,
etc.), spread across a wide geographical area, between several companies and many
workers. This has meant the emergence of supply chains, that is, global production
and distribution networks, that seek to maximize efficiency by exploiting both
local and global advantages. As a result, the lower value-added processes - such as
assembly, spare parts manufacturing — have been outsourced to subsidiaries hosted
by countries with lower labor costs, such as the V4. The production of higher added
value - such as design, planning and marketing - has typically remained centralized
at the parent company.?’

These chains of production and distribution have operated relatively smoothly
for decades and have even gradually expanded. However, the expansion of EVs is
having a profound impact on automotive supply chains for at least two reasons and
could therefore negatively affect suppliers of spare parts and affiliates focusing on
assembly in particular.

The first reason is that in mechanical terms, ICEVs are much more complex than
EVs. One example is that EV motors comprise far less components than traditional
ICEVs: an EV motor literally has only a few moving parts, while a four-cylinder
internal combustion engine has more than a hundred.?® Another example is that
most EVs have single-speed transmissions and therefore have no need for turbo- or
superchargers. The second reason is that in the case of ICEVs, the value-added share
of component suppliers is usually around 50-55 percent, while for EVs it is only 35-
40 percent. Batteries alone could account for up to 50 percent of the value of an EV. In
other words, the share of each additional component (chassis, body and interior parts)
in the value of the car decreases. In itself, this would not necessarily be a problem, but
batteries are now mainly produced by companies outside the traditional automotive
supply chain, which means new competition for traditional suppliers.?

And what does all this have to do with China and the V4? While China is mov-
ing up the value chain, thanks to its technological innovations and batteries, the
V4 countries’ former automotive activities are slowly being squeezed out. This is, of
course, a long process, ICEVs and their components will be produced in V4 facto-
ries for some time to come, but the shift is inevitable. Further development of the
automotive industry in the V4 region can only be ensured if a large proportion of
EV and EV component manufacturers are located here.*® But, as mentioned above,
these companies are typically outside the traditional automotive supply chain and
China’s position among them is increasingly dominant.



Patterns and Trends of Chinese
Investment in CEE

Although China considers the broader CEE as a bloc, some countries indeed seem
to be more popular investment destinations than others: the V4 countries host more
than 70 percent of the total Chinese OFDI to the broader CEE region. The reason for
this distribution is twofold.*! On the one hand, Chinese companies prefer to estab-
lish or purchase company sites in EU member states to avoid trade barriers. On the
other hand, China is playing it safe. It targets countries that have already attracted
investments from elsewhere like the US, Japan, or Germany, in particular. This is
particularly true in industries such as electronics and automotive, where the target
region has significant manufacturing experience.

Within the V4 region, Hungary, Czechia, and Poland have received the bulk of
Chinese investment since the early 2000s, with Slovakia lagging behind. By 2021,
V4 countries had accumulated more than $5.5 billion in Chinese FDI, with Hungary
receiving the majority for both stock and flow data. Interestingly, the numbers of
companies exhibit a somewhat opposite trend: Poland has the highest number of
Chinese companies, followed by Hungary and the Czech Republic and Slovakia. That
is, Hungary has the highest stock of FDI from China, while it hosts only a third as
many Chinese companies as Poland. The explanation is relatively simple: Hungary

TABLE 2: CHINESE FDI STOCK IN V& IN ABSOLUTE TERMS (IN MILLION USD) AND AS
A PERCENTAGE OF TOTAL INWARD FDI STOCK, 2013-2021

2013 2014 2015 2016 2017 2018 2019 2020 2021
Czechia million USD 136 204 371 794 1,101 1,012 1,501 770 760
% 0.1 0.2 0.3 0.7 0.7 0.6 0.9 0.4 0.+
Hungary million USD = 1,268 1,952 1,934 1,989 2,636 2,786 3,479 =
% = 0.6 1.0 0.8 0.8 1.5 1.2 1.0 =
Poland million USD 64 502 928 707 848 935 1,223 1,418 1,556
% 0.3 0.2 0.5 0.4 0.4 0.4 0.5 0.6 0.6
Slovakia® | million USD 35 38 15 27 36 25 H 16 60
% 0.1 0.1 0.0 0.1 0.1 0.0 0.1 0.0 0.1

Source: OECD, 2023, *For Slovakia, ultimate investor data was not available, therefore we used OECD immediate data

there.
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mainly hosts large multi-nationals from China, with each of these investments hav-
ing a relatively high value, while the rest of the V4 countries mainly host smaller
Chinese companies.

Based on OECD statistics, Chinese yearly FDI flows are relatively inconsistent
throughout the entire CEE region, which probably means that FDI flows are connected
to one or two big business deals per year. Disinvestments are less characteristic for the
majority of the analyzed V4 countries; however, one big disinvestment did take place in
the Czech Republic in 2018, probably as a result of financial problems in one particular
Chinese company, CEFC China Energy, the major Chinese investor in the country.

Chinese investments are still dwarfed by, for example, German MNEs' invest-
ments in these countries. When calculating percentage shares, one can find that
Chinese FDI stock is around or below 1 percent of total inward FDI stock in the
V4 countries. It is above 1 percent only in the case of Hungary. Western European
investors are still responsible for more than 70 percent of total FDI stock in the V4,
while companies from the United States or Japan and South Korea are typically more
important players than those from China.

One notable phenomenon is that most East Asian - including Chinese - companies
tend to invest in the V4 via intermediary countries or companies instead of directly.
Consequently, East Asian FDI in all V4 countries is considerably more substantial
according to the data on the ultimate owners’ home country rather than the data on
the immediate owners’ home country.

The main entry modes of and sectors targeted by Chinese investment are similar
in all CEE countries, although they are more diverse in the most popular V4 target
countries. Chinese investors typically target secondary and tertiary sectors in the
V4. Initially, their investment flowed mostly into manufacturing, but over time,
services have also attracted investment. The main Chinese investors targeting the
V4 countries are primarily interested in telecommunications, electronics, chemicals,
and automotive. Regarding their entry modes, first, Chinese companies have carried
out greenfield and brownfield projects, but a few mergers and acquisitions (M&A) also
occurred later on, especially after the global economic and financial crisis of 2008. It
must be noted, however, that CEE countries — unlike countries in Western Europe
- do not offer many M&A opportunities, since the number of successful, globally
competitive companies is much lower. Among the investing Chinese companies, we
can find both privately owned and state-owned enterprises.

There has been automotive-related manufacturing in the V4 region through pre-
vious Chinese investment even since before the arrival of Chinese EV companies,
but it has mainly been automotive spare parts manufacturing. Recent research that
went down to company level identified a total of 36 automotive investments in the
V4 region before 2021.%? Four of these were in the Czech Republic, seven in Hungary,
eight in Slovakia and seventeen in Poland. However, the majority of these invest-
ments were small, that is, below €10 million, with only seven investments above
this amount. As Table 3 shows, even these relatively bigger investment projects were
more connected with the traditional automotive supply chains, that is, not related
to EV supply chains. The only exception was BYD's electric bus plant in Komdrom,
Hungary. It is only after 2021, that is, in the last year or two, that EV companies have
started to gain a foothold in the V4 region.



TABLE 3: SELECTED CHINESE FDI PROJECTS INTO THE V4 AUTOMOTIVE SECTOR (ABOVE
10 MILLION EUR), 2021

Country Investing company Year (EUARmr:il:l'i‘:n] Type
Czechia Beiji’[‘gx{ e;:;:‘;;‘s”” 2016 27 n/a
Czechia Yanfeng Automotive Interiors 2017 57 greenfield
Hungary BYD 2008 + 2017 16 + 20 brownfield
Hungary Joyson Safety Systems 2018 60 MEA
Hungary Chevron Auto N/A 49 greenfield
Poland Fabryka Lozysk Tocznych SA 2013 73 n/a
Poland RCC Rokita 2019 22 joint venture

Source: “Chinese Investment in Central and Eastern Europe Data Set,” Central and Eastern European Center for Asian

Studies, Budapest, 2021.%
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EV-related Chinese Investments in
the Vi

As indicated above, China has a competitive advantage in many areas of the EV
industry. As a result, a number of Chinese EV brands are ready to break into major
automotive markets, including Europe. These companies are following clear paths to
expand their market reach, which include fostering relationships with local dealers
and suppliers, adjusting their pricing strategy to compete with traditional car manu-
facturers in the region, and building local factories. This not only helps these Chinese
companies to save costs and avoid possible EU tariffs and quotas but also opens up
opportunities for them to integrate into local automotive supply chains.

As mentioned above, the V4 region is a natural host for automotive manufactur-
ing activities and the Chinese have already recognized that. When Chinese EV-re-
lated investments would appear was only a matter of time, and where in the region
depended mainly on the receptiveness of each country, both to the EV industry in
general and to China, and Chinese FDI in particular. The V4 countries have typically
recognized the challenges of the EV industry, as described above, and have taken
the first steps to adapt. Hungary and Poland are leading the way in this respect
within the V4 region: as of August 2022, 13.3 percent of the European capacity of
lithium battery gigafactory projects was in CEE, of which Hungarian and Polish
capacity accounted for a significant share (5.5 and 4-9 percent of the European total,
respectively).** The recently announced €734 billion investment by Chinese CATL in
Hungary will further increase this share. In terms of attracting Chinese FDI, there is
less consistency across the V4: in parallel with the EU approach, most V4 countries
often have reservations about a Chinese presence in the economy, while Hungary
alone is extremely open to Chinese investments.*®

The table below summarizes those Chinese investments related to the EV industry
announced in the V4 in recent years. Although many of the projects are still in the
construction, planning or announcement phase, a clear pattern is already emerging.
First, eleven of the eighteen projects are related to battery manufacturing, while
out of the remaining seven projects three are related to the manufacturing of other
EV components, three to vehicle assembly (cars or buses) and only one to software
development. Second, twelve out of these eighteen projects have been implemented
or are in the pipeline in Hungary, four in Poland, two in Slovakia, while no major
project in the Czech Republic has been identified. In other words, the bulk of Chinese
EV-related investment in the V4 so far has been concentrated in the battery segment,
with Hungary clearly being the number one location.

The attractiveness of Hungary, in addition to the already mentioned level of open-
ness, is also due to the generous state support offered for companies in return for
investing in Hungary (which the Hungarian government makes available to many, not



TABLE 4: CHINESE EV-RELATED FDI PROJECTS IN THE V4

) Date of Amount (Expected) date Neaee)
Company Location |announce-| . Product of the start of
. (in EUR) q created
ment production
Hungary, 2023, 3
BYD S December n.a. electric cars n.a. n.a.
BYD Electric Bus & | 2023, 264 : 1001n the first
Hungary, Fot - battery failed round, more
Truck Hungary Ltd. June million
later
BYD Electric Bus & Hungary, 2016 164 electric in operation since 300
Truck Hungary Ltd. Koméarom million buses 2017
trial production
CATL guggqrg, A2022,t b'I7I.':i>n battery phase expected to 9,000
ebrecen ugus i startin early 2025
Hungary, 2023, 1 around
EVE Power Debrecen May billion battery 2026 1,000
Gotion (CN) with Slovakia, 2023, 1
InoBat (SK) §urcng November | billion (est.) ey AL 1,500
electric car
. Poland, 38.6 battery in operation since
Guotai Huarong Otawa 2020 million components 2022 100
(electrolytes)
Halms Hungary Hungary, 2022, 43 battery operational from 300
Ltd. Debrecen | September million components late 2022
battery -
2025 trial produc-
H ) 2023, 5 .
Huayou Cobalt ungary 023 1.3 components | = . 2026 mass 900
Acs June billion (cathode .
. production
material)
production started
battery .
NIO Power Europe Hungary, 2022, 14.5 Swabbin within a few few hundred
Ltd. Biatorbagy July million wapping months of the wh
stations
announcement
37-48 .
Sanhua Poland, 2023, million electric car 2025 350
Tychy December components
(est.)
operational from
SEMCORP Hungary, =0 183 battery foil | the first quarter of 440
Hungary Debrecen | September million
2023
Shenzen Kedali Hungary, 2020, 37.3 battery in several phases
A, o between 2021- 330
Industry Go6dallg December million components 2024
Sunwoda Mobility
Energy Technology I-[ungquij, 2023, 15 battery end of 2025 few thousand
Nyiregyhaza July billion
Co., Ltd.
Poland, 2021, 30 electric car . .
Tuopu Poznan April million components in operation #0
12,000
Slovakia, 2022, 1.2 . (including
Volve Valaliky July by || PEETTEEEE 2026 internal and
external staff)
initially 120,
Volvo el 2023, ? technology | = 4 ¢ 2023 500-600 by
Krakdéw February center
2025
H ) At
a yet unnamed ungary 2023, 18.6 car interior
e Western June million components n.a. 200
Hungary for EVs

Source: own compilation based on press releases, company reports.

* Publication in the press, usually following a report by a public official.
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TABLE 5: STATE SUPPORT GRANTED TO SELECTED CHINESE EV-RELATED INVESTMENTS
IN HUNGARY (IN EUR)

Company State support (in EUR)
BYD (Koméarom) 2.4 million

CATL 845 million

EVE Power 37 million
Halms Hungary Kft 4 million
Huayou Cobalt 132 million

Nio Power Europe Kft 4.5 million
SEMCORP Hungary 34 million
Shenzen Kedali Industry 3.4 million

Source: own compilation based on press releases and government reports.

only Chinese, investors). The table above shows the amount of state support granted
to Chinese companies in connection with individual investment projects.

In order to get a more nuanced picture of Chinese investment in the EV segment
in the V4 region, four Chinese EV-related investments are examined in more detail
below. In line with the above trends, three of these are/will be located in Hungary,
and one in Slovakia. While two are related to battery production, the other two in-
volve vehicle assembly.

BYD

BYD, an acronym for “Build Your Dreams”, is a privately-owned company, estab-
lished by Wang Chuanfu in 1995 in Shenzhen. During its first years, the company
specialized in the production of rechargeable batteries for mobile phones and expanded
its business to the automotive sector only in the early 2000s. Nowadays the company
operates in three business sectors: electronic parts manufacturing, conventional auto
making, and electric battery and vehicle manufacturing.®

In Europe, BYD's first wholly-owned bus factory is located in Komdrom, Hungary.
The investment was originally a brownfield FDI project, that is the factory — which
used to be in a Korean company’s ownership and supplied microchips to the nearby
Nokia factory — was taken over in 2008 and converted into a bus factory in 2016.*’
A local employee who was interviewed remembered that the idea of converting the
factory to bus production first came up in 2015 when BYD won a tender in Hunga-
ry.*® The motivation was simple: the factory was well located to supply the European



markets and - through bus manufacturer Ikarus - Hungary had a long tradition of
bus production.

As mentioned by many during the interviews, localization of products is a key
element of the company’s international expansion, as consumer needs vary greatly
from country to country. According to a senior employee,* the aim was to move from
“designed in China, manufactured in Hungary” to “designed in Hungary, manufactured
in Hungary." In his opinion, the buses produced in Komdrom were already of better
quality than those produced in the Chinese plant, and it is better if the buses sold in
Europe are designed by European staff rather than Chinese. It took the factory a few
years, but now 30-50 percent of the spare parts are coming from Europe, compared
to 20 percent around the time the factory started.*® Some 80-90 percent of the local
site’s employees are Hungarian, the management team includes both local and Chinese
managers, with Chinese expats from time to time.

Although the company has been manufacturing in Hungary for a relatively long
time, it has not typically produced for the Hungarian or the broader CEE market but
primarily targeted the more developed parts of Europe (such as the Netherlands,
Belgium, Sweden, Italy and the UK). In the past, the management of the Hungarian
subsidiary also complained that there is little local interest in ordering buses manu-
factured here.” In recent years, however, there has been some progress in this regard
and BYD has managed to win larger orders from Hungary. As a result, now there
are over 70 pure-electric buses in service or on order in 10 Hungarian cities.* The
increase in Hungarian orders is likely linked to the development of the Hungarian
government’s National Battery Industry Strategy 2030% and the recognition that
BYD has become an indispensable player globally. During his recent trip to China,
Prime Minister Orban visited BYD's headquarters and met its founding chairman.*

Although so far, the Hungarian public has had no objections to BYD's activities in
Hungary, as these have not been harmful in any way, in the summer of 2023 a €26 mil-
lion investment was announced for the construction of a battery assembly plant in
Fét, Hungary, which BYD would have built. Since this announcement was preceded
by similar news related to other Chinese battery plants to be built in Hungary, and
there were also many complaints about South Korean battery plants already operat-
ing in the country, the public was well aware of the potential dangers and protested
against BYD'’s project in Fot intensely. Although it is not known to what extent the
protests played a role, the investment planned for Fot was eventually withdrawn, so
BYD has not (for now) brought a battery assembly plant to Hungary.

However, according to a December 2023 announcement,” a brand new electric
car manufacturing and production center will be established in Szeged, Hungary, to
serve the European market. BY D, which will create thousands of new jobs, will set up
its entire manufacturing process in Szeged, with the exception of battery production
and chemical activities. The exact details are not yet known, but according to media
reports,* 224 rounds of negotiations preceded the decision and the Hungarian gov-
ernment will provide financial support for the investment, but the amount will only
be disclosed after the European Commission’s approval. The factory will be built in
phases and is expected to boost local supply chains.
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GEELY/VOLVO

Geely Holding was founded in 1986 by Li Shufu, also known as Eric Li, the com-
pany’s current chairman, in Taizhou city, Zhejiang Province. The privately-owned
company initially produced refrigerator components and started its automotive
business in 1997. Currently located in Hangzhou, the company has over forty manu-
facturing and assembly plants, eight R&D centers, and six design centers across North
America, Europe, China, Southeast Asia and manages several car brands, including
among others Geely Auto, Volvo Cars and Lotus.”

Volvo, one of Sweden’s largest companies, was founded in 1927 and operated
in the automotive industry from its early beginnings but gradually expanded into
other manufacturing sectors during the twentieth century. The Gothenburg-based
car manufacturer Volvo Cars was part of AB Volvo until 1999, when it was sold to
Ford Motor Company. Ford announced its loss-making subsidiary was up for sale
shortly after the outbreak of the global economic and financial crisis of 2008, and
sold it to Geely Automobile in 2010. According to the agreement, Geely retained the
Volvo brand even after the acquisition, and the company’s headquarters, production
plants and development center could remain in Sweden, although additional plants
were also opened in China.

Volvo Cars currently has two production sites in Europe, in Ghent, Belgium and
Torslana, Sweden. In the summer of 2022, after almost 60 years, the company an-
nounced that it would open a third production plant in Europe: in Valaliky industrial
park, near Kosice, Slovakia. The company claims the plant will help meet the ongoing
demand for electric vehicles and capture future growth potential: in line with Volvo
Cars’ goals of becoming fully electric by 2030 and climate neutral by 2040, the new
plant will exclusively produce electric cars.*® Volvo's plant will be Slovakia’s fifth car
plant with a €1.2 billion greenfield investment. Construction work began in 2023,
equipment and production lines will be installed in 2024, while production is sched-
uled to begin in 2026. According to the company plans, more than 500,000 electric
cars will be produced annually, providing thousands of new jobs in the region.*

The investment decision was undoubtedly based on Slovakia's extensive expe-
rience in the automotive industry, while the location was chosen as it offers good
logistics and transport connections with the rest of Europe and access to a good sup-
plier base. The announcement of the investment was received positively by the locals,
considering that it is a well-known company still not primarily identified with China,
and that the production of electric cars can also ensure the long-term sustainability
of the Slovak automotive industry. Volvo emphasized that incentives offered by the
Slovak government were a key factor in the decision to locate the plant in Kosice.*
Although no information was made public about the exact nature and extent of these
incentives, what is known is that the Slovak government has allocated more than
€280 million for financing and related investments in the Valaliky industrial park.*
Since it is believed that Slovakia may have competed with Hungary for the invest-
ment, the Slovak government probably had to dig deep into its pockets.”

Although it is not yet known to what extent local suppliers will be able to par-
ticipate in the plant’s operation, it is at least promising that the Slovak Investment



and Trade Development Agency has published a call for suppliers in the field of
manufacturing, property and environmental services, HR, IT and corporate services.”

CATL

The company’s predecessor, Amperex Technology Limited (ATL) was founded
by Zeng Yuqun, also known as Robin Zeng in 1999 and initially manufactured lith-
ium-polymer batteries based on licensed technology but later developed its own
battery designs. Zeng sold ATL to the Japanese company TDK but stayed with and
managed the company as a subsidiary. Contemporary Amperex Technology Co.
Limited, abbreviated as CATL, started as a spin-off of ATL. In 2011, Zeng along with
other Chinese investors bought an 85 percent stake in TDK's battery development
business for EVs, which became CATL, founded in Zeng’'s hometown, Ningde, Fujian
Province. The remaining share of TDK was bought out in 2015.>*

One important impetus for the company’s development — and today’s successes
— came directly from the German car industry: German car manufacturers started to
think about the future of electric car production and the main bottleneck was battery
supply. BMW, for example, visited a number of battery manufacturing companies in
order to find suppliers, and reached out to several companies from Bosch to ATL.*
Ultimately, potential orders from BMW played an important role in the founding of
CATL. An even more significant driving factor was the support of the Chinese state.
China was one of the first countries to support the development of EVs as far back
as 2001 through the so-called “863 Program for Strategic Technology Development,”
while the 12th Five Year Plan (2011-2015) already identified the EV industry as one
of the seven strategic emerging industries.”®

Thanks to Chinese subsidies and its own innovations, CATL has become the
largest battery manufacturer and global leader in new energy innovative technolo-
gies. CATL employs 120,000 workers around the world and has 13 plants worldwide,
including in China, the United States and Japan. Although CATL had strong business
cooperation with European car manufacturing companies from the beginning, supply-
ing them with batteries, it did not have a European production plant for a long time.
The first European plant, which is relatively small in terms of capacity, was opened
at the end of 2022 in Arnstadt, near Erfuhrt, Germany.”” In the same year a plant
with a much larger capacity was announced: with an investment of €7.3 billion, the
company will create a 100 GWh facility in Debrecen, Hungary, which will thus be
able to supply the Volkswagen Group, BMW and Stellantis®® and others. The plant is
set to become Hungary's largest greenfield investment project ever.”

Based on interviews, similarly to the investments of South Korean battery manu-
facturers (such as Samsung and SK Batteries) that have recently appeared in Hungary,
the investment of CATL is also connected with the growing demand for EVs on the
European market.®® As a result, major Asian EV companies are bringing their pro-
duction to Europe to supply German and other automotive industry players. Hungary
is therefore on CATLs radar mainly because of the presence of a number of German
car manufacturers who are increasingly moving towards EV production. Besides
the access to a good supplier base, Hungary also offers good logistics and transport
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connections with the rest of Europe, including the rest of CEE in particular, where
other — German, French, Japanese, US, etc. — car manufacturers are located. The in-
terviewed senior official confirmed that the active role of the Hungarian state was
also important in the investment decision: the Hungarian Investment Promotion
Agency was very active throughout the process, the state support offered was very
generous (the German plant did not receive such an incentive), and the traditionally
good Sino-Hungarian political relations were also seen as an important factor.

The project is being implemented in the Southern Industrial Park in Debrecen,
on a total area of 221 hectares, and the overall project consists of three phases. The
company currently owns a 109-hectare site, of which approximately 60 percent
will be used for the first phase of the project, followed by the second phase on the
remaining land. The third phase is still under negotiation, and the company has an
option to purchase land in the Industrial Park — if the option is exercised, the total
area will be increased to 221 hectares. Although construction work has barely begun
(module production starts in late 2024, cell production in 2025, while CATL expects
its Debrecen plant to be fully completed within four to five years), the controversy
surrounding the establishment of the factory has already become heated.

The main complaints concern the environmental impacts of the investment. Locals
are afraid of soil and air pollution, but also of wasting water resources (battery pro-
duction is very water-intensive due to the cooling process, and local water resources
are running out anyway). Whatever the claims of independent experts commissioned
by the government or the company, the majority of the population does not believe
them, as CATL would be installing a brand new technology for which there is no
experience yet.®! A further complaint is about the land occupied by the factory, which
is being sold off and concreted over at the expense of farmland.®

Another controversy regards the workforce. Production will be almost fully
automated, yet CATL currently expects to employ around 9,000 (however, it was
mentioned during an interview that they will not necessarily reach this amount unless
they expand their scope of activities, e.g., towards raw material production and/or
recycling). For the time being CATL is recruiting locally (not only in Debrecen, but
within a radius of about 60 km). As there are labor shortages in Hungary, the inflow
of temporary workers from Southeast Asia has been a source of concern for the Hun-
garian public. This has not yet been the case for the Debrecen factory but there have
been similar examples in other factories of Filipino (and Turkish) workers arriving
in large numbers, causing outrage — by their mere appearance alone — in the small
towns where they were accommodated. There are also fears that these temporary
agency workers may be sought for long-term employment as they may prove cheaper
and more exploitable than local workers.®?

Others argue that the opportunities for local companies to become involved as
suppliers are minimal, precisely because of the lack of expertise in the battery man-
ufacturing process. It was pointed out during an interview that this was basically
the case when ICEV manufacturers arrived in the 1990s, i.e. domestic companies
were initially unable to participate, but that this changed later. The example of BYD,
described above, is a case in point: within a few years, the proportion of European and
Hungarian suppliers has indeed increased. At the same time, EV production requires
far fewer components than ICEVs, and this is particularly true of battery production,



which is an area where local suppliers are unlikely to be able to make much headway
in the long term. In fact, there are two R&D-related areas where there is at least a little
prospect of local involvement: battery life extension and battery recycling. There is no
official documentation available on this, but hopefully cooperation in these areas was
brought up between the company and the Hungarian government when discussing
the €845 million state support.

NIO

NIO is a Chinese start-up founded in 2014 by Li Bin, also known as William Li.
The company is based in Shanghai and specializes in the design and manufacture of
EVs but also aims to achieve continuous technological breakthroughs and innova-
tions, such as its autonomous driving technology and its famous battery swapping
technology, the Battery-as-a-Service (BaaS) scheme.®* With the company’s battery
swapping technology, NIO vehicle users can simply stop by a Power Swap station to
exchange their dead batteries for new ones, providing a more convenient experience
than the traditional plug-in charging method (NIO claims each battery swap pro-
cess only takes 3 minutes).* According to the company’s website, NIO has deployed
2,000 Power Swap Stations in China, 3,281 charging stations, and 19,098 chargers,
in addition it has over 940,000 third-party chargers. In Europe, NIO has 27 Power
Swap Stations, 11 Power Charger Stations, and over 500,000 third-party chargers.

To meet its need to build battery swap stations in Europe, NIO announced in
the summer of 2022 that it would set up its first European plant in Biatorbdgy, near
Budapest, Hungary, highlighting that the 14.5 million euros investment would create
hundreds of jobs in the region. The construction of the plant did not take much time
as operations started already in September the same year. The plant was able to start
production so quickly as the project was not a classic greenfield investment, that is,
no factory was built, but the company moved into a 10,000 m2 hall of CTP Budapest
West's logistics park. The Biatorbagy plant hosts, among others, the production and
after-sales services of battery swap stations, training activities and the research and
development of energy products.®® NIO plans to produce here 240 battery swap sta-
tions annually® the bulk of which are exported to those European markets where
NIO'’s EVs are sold.

Yang Chow, NIO’s vice president said during a press conference that they have
received a lot of support from the Hungarian government (including €4.5 million).
He also stressed that Hungary is “relatively cheap, very friendly” and close to their
main markets. From the Hungarian location they will be able to provide training
and technical support for the whole of Europe.®® In addition to Hungary's favorable
location and proximity to European markets, CATLs announcement to invest in
Hungary may also have played a role. Although NIO is about to start producing its
own lithium-ion battery packs in China in the second half of 2024, currently CATL
is Nio's sole supplier of batteries for cars and battery swapping stations.*’

Unlike in CATLSs case but similarly to BYD's or Volvo's investment, NIO'’s project
has not caused any public controversy, as neither environmental issues nor guest
worker problems are linked to the project. In this case too, however, there is not
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much local added value linked to production: the technology and production methods
are Chinese, components are coming from China, while manufactured products are
mainly exported. However, it should be stressed that R&D and training activities are
atypical features of (Chinese) investments in the region, as investors typically do not
bring R&D, but only assembly. These types of activities may also have the potential
to involve local expertise, and there is also a greater chance of technological spillover
effects.



Conclusion

China recognized the potential of electromobility two decades ago and has been
consciously developing this segment using enormous resources. As a result, it has
become a leader in the global EV market, not only selling more than twice as many
EVs as Europe and the US combined, but also enjoying a significant competitive ad-
vantage in almost every area of the EV value chain. While China excels, European
carmakers are facing adverse effects: not only are they being squeezed out of the
Chinese market, but sooner or later they will also be overtaken at home by Chinese
competitors, who will this time not only be cheaper but also qualitatively stronger.
The automotive-dependent economies could suffer the consequences the most.

Given the strategic importance of the automotive industry for the European
economy - as well as the EU climate goals, including the 2035 zero-emission goals
- electromobility is no longer a question to be decided, but the way forward. Europe
must therefore adapt somewhat to the new challenges by accepting investments relat-
ed to EV assembly, investing in next-generation battery technologies and developing
a better charging infrastructure. We are past the point of no return, containment
is no longer working: European car makers are overly dependent on their Chinese
suppliers, while the acceptance of Chinese brands is also growing rapidly in Europe.

Chinese EV companies have gained a foothold in Europe in a relatively short
period of time and this trend is set to continue. They are targeting their investments
mainly at countries where the automotive industry is traditionally strong, including
the V4. Chinese investment in EV supply chains in the V4 is indeed increasing, but
not in a balanced way: (1) there have been recent investments in three out of the four
countries, but only one V4 country, Hungary, has seen a major increase; (2) the majority
of projects are related to battery production, a smaller share to vehicle assembly, while
R&D activity is negligible; (3) local suppliers have little chance of getting involved, at
least for the time being, due to the lack of experience and the reduction of components
required in the EV production process compared to ICEVs.

In fact, for V4 countries, the EV industry presents a number of challenges. In
addition to the lack of opportunities for local suppliers, local workers may be crowded
out by cheaper guest workers. Pollution is a particular problem in relation to battery
production, but there are also questions about the role these newly built battery plants
will play if a new technology other than that of the current lithium-ion batteries ap-
pears on the market. These challenges are, however, not specific to China, but apply
to all players of the EV industry.

Since the shift to EV production is largely dependent on foreign investment,
the V4’s growth will continue to be a dependent growth and will not improve these
countries’ highly dependent position in the automotive supply chains. Based on the
contexts reviewed in this paper, the scenario that either the EV industry in general,
or China in particular will provide the V4 countries with a way up the value chains
does not seem likely at the moment: V4 countries will continue their assembling
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activity, albeit with fewer components, which may have longer-term negative effects,
especially for local spare parts suppliers. This may change somewhat over time, with
more companies getting involved in various segments of production as they gain the
necessary knowledge and experience. Chinese EV companies operating in the V4 seem
open to cooperation in the field of R&D activities, such as battery life extension and
recycling, which could be a good opportunity for local universities and knowledge
centers in the longer run, potentially inducing technological spillovers.

The EU is investing hundreds of billions of euros in electromobility: pushing car
manufacturers to produce EVs, boosting sales of these vehicles, and supporting the
installation of a million charging stations by 2025. Although the EU is investigating
whether Chinese EV companies have benefited from illegal subsidies, it is hard to
imagine that this ambitious plan could be carried out without the Chinese compa-
nies currently leading the EV sector, at least in the short term. Besides, it is doubtful
how successful the EU investigation can be as it is not enough for the Commission
to prove that the Chinese state subsidized Chinese EV companies, it must also prove
that there is a direct threat of injury to European industry and that there is a causal
link between the two. And while the former is easy to demonstrate, the latter will
be much more difficult to prove.”®

At least some of the V4 countries seem to consider that it is still better to enable
Chinese investment in European car assembly than to have Chinese electric car im-
ports flooding European markets, as in this way the region can generate more added
value. In order to avoid being left behind economically and technologically, V4 coun-
tries do not really have a choice when it comes to whether or not to get involved in
EV manufacturing processes. However, they do have a certain degree of choice as
to how they get involved and with whom they cooperate. While others have not yet
fully decided, Hungary has rushed ahead and chosen a strategy of not being selective
at all, neither in terms of activities nor in terms of investors. Whether it is the right
strategy is beyond the scope of this analysis, but time will definitely tell.
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independent analysis of current political issues and encourages expert and public
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