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Germany aims to shield tech firms from
foreign takeovers

November 28 2019, by Michelle Fitzpatrick

The Germany economy ministry says tech companies are to be subjected to
tighter rules on takeovers by non-EU companies

Germany's economy ministry said Thursday it planned to tighten rules on
non-EU takeovers of hi-tech firms, against a backdrop of growing alarm
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about Chinese firms buying up German know-how.

The ministry said it had drafted an amendment to the Foreign Trade
Regulation that would allow the government to review or block foreign
purchases of stakes as low as 10 percent in "critical technology"
companies.

It would affect firms working in the areas of robotics, artificial
intelligence, semi-conductors, biotechnology and quantum technology.

"It's not about banning acquisitions, but about being able to look at them
more closely in cases where it concerns critical technologies," the
ministry said in a statement.

The move goes further than previous efforts by Berlin to protect
strategic firms from foreign acquisitions.

Economy Minister Peter Altmaier is to unveil the proposed change in the
law at a Berlin press conference on Friday.

It will then need to be approved by parliament, said a ministry
spokeswoman who added that the government was aiming for the new
law to take effect within the next 12 months.

Concern has mounted in recent years as Chinese companies have bought
up or purchased controlling stakes in high-tech firms, airports and
harbours across the European Union.

In Germany, the 2016 takeover of industrial robotics Kuka by Chinese
household goods maker Midea sparked an outcry with critics saying vital
technologies were being sold off to Beijing.

The German government responded in 2017 by announcing closer
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scrutiny of acquisitions by non-EU firms, doubling to four months the
time for reviews, and strengthening its veto powers.

Berlin toughened its stance again last December with stricter rules to
shield "critical infrastructure" sectors like energy, defence and telecoms
from such takeovers.

Those regulations made it possible for the government to review
purchases of stakes as low as 10 percent in such companies, down from
25 percent previously.

But it still did not cover companies like Kuka—something Altmaier's
latest proposal seeks to address at a time when Germany is pushing to
ramp up its hi-tech sector.
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Chinese telecommunications company Huawei wants to take part in developing
next-generation 5G mobile networks in Germany

'Unequal fight'

During a visit to Berlin in July 2018, Chinese Prime Minister Li Keqgiang
sought to reassure anxious Germans.

Investments from China "do not threaten your national security", he said,
stressing that Chinese firms wanted to learn from German "experiences
and technologies".

That same month, the German government took a minority stake in
electricity transmission firm S0Hertz, thwarting Chinese investors from
buying into the company.

Germany is far from alone in being confronted with Chinese appetite for
homegrown firms.

Sweden's Volvo Cars, Italian tyre-maker Pirelli and French holiday
group Club Med have all passed into Chinese hands this decade.

From just 2.1 billion euros ($2.3 billion) in 2010, Chinese direct
investment into the European Union hit a peak of 37.2 billion in 2016,
according to a study by the Rhodium research group.

The volume of Chinese investments has dropped since, as Beijing
clamped down on overindebted firms and European governments

scrambled to tighten regulations.

Much of the Chinese investment has come from state-controlled groups,
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the study found.

Economy Minister Altmaier said German companies were increasingly
competing against rivals who benefitted from state intervention and
protectionist policies.

"This is an unequal fight that our firms are losing more and more," he
told DPA news agency.

Altmaier's newest push to curb China's buying spree comes as the
German government faces pressure to exclude Chinese tech giant
Huawei from developing the country's next-generation SG mobile
network.

Critics, led by Washington, say Huawei has close ties to the Chinese
government and its equipment could be used to spy for Beijing.

Huawei has strongly denied the allegations.

Merkel has so far resisted the calls to ban Huawei from the bidding
process, saying those involved in the 5G rollout would have to comply
with stringent security standards.

But opponents accuse her government of bowing to the economic might
of China, Germany's largest trading partner.
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