
 
Parliament wants to clamp down on foreign public
subsidies
 
Parliament has approved rules to counteract market-distorting foreign subsidies to
companies operating in the EU.
 

Government financing of enterprises has been on the rise worldwide, in particular because of
China's growing role in the global economy. 
 
 
 
Foreign subsidies can have a distortive effect on competitive markets. Parliament wants the
European Commission to have the power to investigate and counteract market-distorting foreign
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subsidies granted to companies set to acquire EU businesses or take part in EU public
procurement.
 
 
 
Foreign subsidies can be broadly defined as those granted by a government to a firm outside its
territory or jurisdiction. The EU has become increasingly aware of the possible distortions of the
single market and the uneven playing-field created by these subsidies.
 
 
 
The new legislation aims to ensure fair competition among firms active on the EU market by
establishing equal opportunities. 
 
 
 
Read more on the EU's trade defence instruments
 
Fairer foreign financing 
 
“If foreign companies want to take control of European companies or participate in European
public procurement, the European Commission has to ensure that they operate under similar
conditions as European companies that have to stick to a strict state aid regime,” said
Christophe Hansen (EPP, Luxembourg), who is guiding the legislation through Parliament.
 
 
 
The new rules would enable the Commission to investigate and mitigate the effects of foreign
subsidies, which can take the form of foreign capital injections, loans, fiscal incentives, tax
exemptions and debt forgiveness. They would also allow the Commission to investigate foreign
subsidies in mergers and acquisitions, as well as in bids in large public procurement procedures
involving support from governments outside the EU, as the bidder would have to notify about
external financial contributions.
 
 
 
“We will fill this longstanding regulatory gap at last and take another step towards an open but
fair market,” Hansen said.
 
 
 
The EU is a particularly open economy. It is one of the world’s largest trading blocs with 16% of
global trade. Figures show that global foreign direct investment flows last year rose above pre-
pandemic levels, with the largest sources of foreign direct investment flows coming from the US,
Germany, Japan and China. 
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https://www.europarl.europa.eu/news/en/headlines/economy/20180308STO99328/trade-wars-what-are-the-eu-s-trade-defence-instruments
https://policy.trade.ec.europa.eu/eu-trade-relationships-country-and-region/eu-position-world-trade_en
https://www.oecd.org/investment/investment-policy/FDI-in-Figures-April-2022.pdf


Discover more facts and figures on the EU’s position in world trade
 
The Commission published a proposal for a regulation to tackle foreign subsidies with a
distortive effect on the EU single market in May 2021. Parliament adopted its position in May
2022 and subsequently reached an agreement with the Council.
 
 
 
Parliament members debated and approved the agreement in November 2022.
 
Distortive foreign subsidies
Legislative procedure
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https://www.europarl.europa.eu/news/en/headlines/economy/20180703STO07132/the-eu-s-position-in-world-trade-in-figures-infographic
https://www.europarl.europa.eu/doceo/document/A-9-2022-0135_EN.html
https://www.europarl.europa.eu/news/en/press-room/20221107IPR49609/parliament-approves-new-tool-to-ensure-fair-competition-on-the-single-market
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?lang=en&reference=2021/0114(COD)

