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AN AMBITIOUS EU INDUSTRIAL STRATEGY

WHY? - DEEP TRANSFORMATIONS AND FAST-CHANGING WORLD

The EU’s future is closely linked with the future of its industry. Internal and external challenges
are placing growing pressure on our societies, while also creating new opportunities. Deep
societal transformation, and a fast-changing world call for an urgent change in attitude. As the
world’'s second largest economy, the EU should aim to master these challenges while
improving the EU’s industrial competitiveness. The time to do so is now.

The need to tackle climate change involves fundamental societal and industrial transformations
that can happen only through strong collaborative efforts between business, governments,
science and society at large. The challenge is to develop climate-neutral solutions and
technologies, while preserving Europe’s competitiveness, prosperity and jobs. EU industry
plays a key role in the transformation to a climate-neutral economy and society, by offering
practical and concrete solutions to reach the common objectives.

Another major trend is the ongoing deep and disruptive transformation of our economy through
digitisation and the application of artificial intelligence, which are putting pressure on Europe’s
competitiveness. Besides this, Europe also faces unprecedented technological competition
and aggressive industrial strategies from major competitors like the US and China, as well as
the emergence of economic powers such as India. Europe must carve out its future position
within @ more competitive, less rules-based international environment, characterised by
emerging economies moving rapidly up the value chain. The situation is exacerbated by
growing geopolitical tensions, affecting access to raw materials and critical infrastructures.

A strong and competitive EU industry delivering value for EU citizens, the environment and the
economy is the basis for an inclusive society that enables us to deal with current and future
challenges and grasp opportunities that arise. The way we will develop our industry’s
competitiveness, in which direction we take it, will to a great extent determine Europe’s future
relevance as a global player.

Hence, a new sense of urgency for an industrial strategy that brings a forward-looking
competitiveness agenda for Europe is very welcome and needed. The report of the Industry
2030 high-level industrial roundtable provides a valuable contribution to this debate.

WHAT? = A MORE PRO-ACTIVE AND COMMON STRATEGIC APPROACH

Europe needs to become more pro-active and strategic than in the past. This does not mean
that Europe should move towards protectionism. Becoming inward-looking would be harmful
for Europe. With half of European business in global value chains, a closed Europe would only
hurt us. This does also not mean that it is just about reacting to what is happening in other
parts of the world. It calls for making sure that we collectively do everything we have agreed
to do, implementing the right reforms, taking more strategic decisions, positioning ourselves
stronger in international competition and looking more closely into strategic value chains.

Businesses need enabling conditions and, in some cases, public authorities will need to
support and co-invest more intensively in strategic areas for Europe’s future global
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competitiveness and stronger autonomy in critical technologies and infrastructure. In particular
timing and agile frameworks are crucial for the EU to become more dynamic in mobilising the
necessary resources rapidly. While this close collaboration between public and private actors
is key, we must not enter into a new era of interventionism where the state “picks winners”,
thereby limiting and hindering other business action and competition as a whole.

The new EU industrial strategy needs to build on two pillars. First, a solid set of framework
conditions that incentivise companies of all sizes to improve their performance, invest and
safeguard the EU’s economic resilience. Second, a more strategic approach to value chains
that are key to EU industrial competitiveness and technological leadership.

Better framework conditions for all

The basis for success will be to ensure that all sectors and companies in Europe are strong
enough to operate in an environment that enables them to face foreign competition. For this to
happen, European legislation must be clear, simple and fit for purpose. European companies
can see their competitiveness being undermined by burdensome rules and bureaucracy, high
taxes and competitors that do not operate on a level playing field. Improving the framework
conditions (i.e. trade, competition, research and innovation, energy, intellectual property,
investments, skills, etc.)1 will be crucial to enable companies to grow and prepare themselves
for fierce competition and must therefore be at the core of the action. A key instrument is a
competitive and well-functioning single market, and there is much to be done in terms of
implementation and compliance, not least on services and the digital economy.

Focus on strategic value chains

A more pro-active approach is necessary to make the EU more strategic than in the past. It
should foster industrial cross border cooperation and networks around value chains that are
key to the EU's industrial competitiveness and strategic autonomy. For instance, the work
around microelectronics, batteries, low-carbon industries, hydrogen or cybersecurity is
important to position the EU in areas of key technologies and to find solutions to societal
challenges.

In particular, the strategy should smooth the way for a pooling of public and private resources,
including investments, at the critical phase of moving technologies from labs to first industrial
deployment and commercialisation. This is the moment where public support may be
necessary to fill the financial gap to overcome market failures.

Therefore, the on-going work by the Strategic Forum on Important Projects of Common
European Interest (IPCEI) should be further developed, in a clear and transparent process.
Building on the first experiences, the IPCEIl instrument should be kept in check to make sure
it is agile enough to cope with a fast-changing global playing field.

TO CONCLUDE

The governance and policies of European institutions during the next political cycle will need
to fully capture the urgent need for a more proactive and strategic approach to industrial policy,
building on a fair, competitive and agile business environment, aiming at global leadership in
technology, innovation and sustainability and focusing on strategic value chains.
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! BusinessEurope is preparing specific recommendations on these policy fields for the next EU
political cycle.
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