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Europe’s Evolving Industrial Policy



Traditionally, the EU is a reluctant industrial policy player

National industrial policy in a single market is 
tricky:

• Risk of market fragmentation
• Strong relocation externalities
• Political tensions from unfair competition



But member states are becoming more active



National industrial policy in a single market is 
tricky:

• Risk of market fragmentation
• Strong relocation externalities
• Political tensions from unfair competition

Question is how to get a common EU-wide 
strategy. Requires:

• Common strategic focus 
• Coordinated implementation 
• Joint financing 

Traditionally, the EU is a reluctant industrial policy player



1. EU needs to sharpen focus of industrial strategy



Source: Own analysis based on State Aid Tansparency Register Data. Redeker & Jäger (forthcoming)

2. EU needs to coordinate implementation



Other sectors

Sectors defined as 
strategic by EU 

Source: Own analysis based on State Aid Tansparency Register Data. Redeker & Jäger (forthcoming).
Note: Strategic sectors include  clean tech, microelectronics, biotech and pharma

2. EU needs to coordinate implementation



3. EU needs new financing sources for industrial policy

Maastricht limit

Actual

Targets
for 2025 -28

Presidential
elections

• National fiscal space remains in many member 
states heavy strain from the pandemic and 
energy crisis.

• The EU budget remains limited (~1% of EU 
GDP) and lacks flexibility.

• Short-term: Redirecting EU place-based funds 
and support from European Investment Bank

• Medium-term: Reform of EU budget post-2028



Outlook


