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NEW INDUSTRIAL STRATEGY FOR EUROPE: MAIN CHALLENGES,
PRIORITIES

Industry plays an important role in the economic structure of the European Union.
It accounts for 83 % of EU exports, and more than 30 million jobs. This makes it
essential for the EU.

The EU’s industrial economy is covered by four activities: mining and quarrying;
manufacturing; electricity, gas, steam and air conditioning supply; and water supply,
sewerage, waste management and remediation activities. Manufacturing was by far the
largest of these four activities: in 2019, it accounted for more than four fifths (84.7 %) of
industrial value added in the EU and for an even higher share of industrial employment
(90.3 %).

In 2019, the majority (98.9 %) of EU businesses were micro or small enterprises
employing fewer than 50 persons and they employed just under half (48.4 %) of the
EU’s business economy workforce, while they contributed just over one third (35.3 %)
of the value added. In EU there were 43 000 large enterprises (with 250 or more persons

11



employed) in the nonfinancial sector — 0.2 % of the total number of enterprises.
However, their economic weight was considerably greater: large enterprises employed
more than one third (35.6 %) of the EU’s non-financial business economy workforce
and generated an even higher share of its wealth (47.6 % of value added) [1].

As about value added and level of employment, in 2019 Germany had the highest
share of EU value added for the manufacturing sector (33.0 %), for water supply,
sewerage, waste management and remediation activities (30.6 %) and for electricity,
gas, steam and air conditioning supply (26.2 %). By contrast, Poland contributed the
largest share of value added to the EU’s mining and quarrying sector (22.8 %), followed
by the Netherlands (14.7 %). Germany also recorded the highest shares of EU
employment for the same three industrial activities as noted above, with shares of
27.3%, 19.6 % and 29.8 % respectively. Poland had the largest employment share
within the EU’s mining and quarrying sector, at 38.1 %.

EU industrial production was 9.1 % higher in 2021 than it had been in 2015. The
highest growth rates among the EU Member States during this period were recorded in
Ireland, Poland and Slovakia, all of which had a level of industrial output in 2021 that

was more than double its 2015 level. (Figure 1) [1].
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Figure 1 — Production Index (2015=100) for Industry in EU

Source: constructed by authors based on [1]
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At nine EU Member States levels of industrial production in 2021 were lower than
in 2015: in Spain (-19.6 %), Portugal (-18.9 %), Luxembourg (-16.5 %), Italy (-4.7 %),
Greece (—13.8 %) and France (-11.1 %) [1].

Current situation of global competition at markets of industrial products actualizes
the issue of developing a unified industrial policy that meets the requirements of
consistency with the latest trends in the field of advanced technologies for European
countries. The new Industrial Strategy for Europe is based on dual green and digital
transition. Taking into account the lessons of the COVID-19 pandemic, the Industrial
Strategy is aimed at accelerating the green and digital transition, noting the leadership
potential of companies striving for sustainability and digitalization [2].

The main asset for EU in strategy implementation is existence of single European
market. But during pandemic 2020-2021, this asset also suffered from restrictions:
border closure, value chains disruption. To counteract similar challenges, the European
Commission proposed single market emergency instrument to provide a structural
solution to ensure the availability and free movement of persons, goods and services in
the context of possible future crises. Also Commission proposed to monitor and analyze
the state of the Single Market, including across 14 industrial ecosystems. Such industrial
ecosystems are: aerospace and defence, agri-food, construction, cultural and creative
industries, digital, electronics, energy intensive industries, energy-renewables, health,
mobility — transport — automotive, proximity, social economy and civil security, retail,
textile and tourism.

Also the issue of European Industrial autonomy is very actual. Reducing EU
dependencies on critical materials, products and technologies is vital. European
Commission prepare the report of analysis of strategical dependency of EU. The report
identifies 137 products among analyzed 5200 products in 14 sensitive ecosystems for

which the EU is highly dependent on foreign sources. Over half of these dependencies
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originate in China, followed by Vietnam and Brazil (Figure 2). Only China occupy 52%

of European import in 137 most dependent products [3].

Brazil

China
Rest of the world

Vietnam

Figure 2 — Share of origin countries for European import in 137 most dependent
products

Source: constructed by authors based on [3]

34 products are in most vilnerable zone due to low potential of their production or
substitution inside Europe. They include 6 groups of raw marerials and chemicals (their
share in total import to EU value is only 0.6%): raw materials, batteries, chemicals, solar
photovoltaic (solar PV) technologies, semiconductors, clound&edge technologies.

In category of raw materials, The EU is dependent on third countries to meet its
demand of rare earth elements (REE) needed for rare earth permanent magnets, which
provide key inputs across many of the EU’s industrial ecosystems (including e.g.
mobility, renewable energy, defence and space). 95% of EV traction motors contain RE
magnets. The EV and hybrid fleet in the EU is projected to grow by over 200-
250 million vehicles and could reach up to almost 300 million vehicles by 2050. The EU
automotive and mobility sector is expected to grow to about 400 billion EUR by 2030.
On the global stage, the EU has been establishing partnerships to diversify sourcing and
to secure further access to raw materials with resource-rich countries such as Ukraine or

Canada.
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Solar photovoltaic (solar PV) technologies have become the world’s fastest-
growing energy technology and play an important role in securing sufficient amounts of
decarbonised electricity. European Commission modelling suggests that meeting the
goals of the European Green Deal will imply a threefold increase in solar energy
generation by 2030 and an almost tenfold rise by 2050. Specific PV technologies are
also critical in light of the EU’s space and defence interests (e.g. as satellite power
supply). EU companies are global leaders in a number of downstream segments of the
solar PV value chain (e.g. monitoring and control, balance of system). At the same time,
they only have a minor role in several important areas of the upstream manufacturing
segments, holding 1% of global production for solar wafers, 0.4% for solar cells and
2-3 % for modules. China is leading in all steps of the PV manufacturing value chain:
96% in solar wafers, 76% in polysilicon, 70% in solar modules [3].

The European Solar Initiative (a consortium of European solar companies together
with EIT InnoEnergy and SolarPower Europe (the EU industry association of the solar
sector)) already aims to scale up annual EU PV production to 20 GW by 2025. Tools
and funding are in place (e.g. Horizon Europe, Invest EU, state aid) to assist advanced
and emerging technologies become market ready.

Also the risky level of dependency lies in IT sector — in cybersecurity and cloud
computing. While the EU is leading in cybersecurity research together with the US, this
does not translate in a similar equally relevant industrial position. The EU lags mainly
behind the US and also China in cybersecurity innovation as well as private investments
in cybersecurity start-ups and scale-ups. Only 14 % of the world’s largest
500 cybersecurity companies are EU headquartered (compared to 75 % in the US).
Europe is partially relying on international providers of products and services to protect
its infrastructures [3].

Despite some growth in recent years, the use of cloud services in the EU is still
low. According to Eurostat’s data, while improved compared to 2018, only 36% of EU
enterprises used cloud services in 2020, mostly for simple services such as for e-mail
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and storage of files. The largest EU-based cloud provider accounts for less than 1 % of
total revenues generated in the European market. In comparison, the top 4 global leaders
(Amazon Web Services, Microsoft Azure, Google Cloud and Alibaba Cloud) will
account for over 80% of global revenues in 2021. The market position and scale of these
hyperscalers makes market entries by other competitors less rewarding and prevents the
rise of European leadership [3].

Several initiatives were started at European Union to counteract global competition at
manufacturing industry: the Important Projects of Common European Interest (IPCEI); an
Action Plan onsynergies between civil, defense and space industries, an Intellectual
Property Action Planto uphold technological sovereignty, A new EU pharmaceutical
strategy (accepted in 2020), further legislation and guidance on green public procurement,
an Action Plan on Critical Raw Materials [4].

Such initiatives responsible to further development of European industry in line
with sustainable and digital development, as a key drivers of economic growth.

References

1. Eurostat.  Key  figures of  European  business  2022. URL:
https://ec.europa.eu/eurostat/documents/3217494/14871931/KS-06-22-075-EN-N.pdf/7d
3b8dad-a4a3-cced-470f-13a4275¢570e?t=1657634498377 (date of accesse: 20.10.22).

2. European Commission A New Industrial Strategy for Europe. URL.: https://eur-
lex.europa.eu/legal-content/EN/TXT/?qid=1593086905382&uri=CELEX%3A52020DC
0102 (date of accesse: 20.10.22).

3. European Commission EU strategic dependencies and capacities: second stage
of in-depth reviews. URL: https://ec.europa.eu/docsroom/documents/48878 (date of
accesse: 21.10.22).

4. Interreg Europe (co-funded by the EU) EU industrial strategy: key learnings
URL: https://www.interregeurope.eu/news-and-events/news/eu-industrial-strategy-key-
learnings (date of accesse: 21.10.22).

16



Hayxose suoanms

CYUYACHI TEHJEHIIII CTAJIOI'O PO3BUTKY:
TEOPIA, METOAOJIOI'IA, IPAKTUKA

Konexmuena monozpaghia

3a 3arajibHOI0 PEIAKITIED
JOKTOpa EKOHOMIUHUX Hayk, podecopa [Tonozosoi T. B.

Peoaxmopu
JIOKTOp €KOHOMIUHUX Hayk, mpodecop Konynaesa 1. B.
KaHIUIaT €eKOHOMIYHUX HayK, norieHT Myp3a0yiarosa O. B.

komn. eepcmka — Myp3abynatosa O. B.
mex. peoakmop — I'obenpoBcbka JI. I1.

Marepianu 36ipHHKa MyOIiKyIOTbCS B aBTOPCHKOMY BapiaHTi

®daiin HagaHO:

XapKiBChKHIA HAIIIOHAIBHUH YHIBEPCUTET PaIl0CIEKTPOHIKH,
Kadenpa exonoMIuHOT KIOEPHETUKH Ta YIPABIIHHSI EKOHOMIYHOO O€3MEKO10,
61166, Ykpaina, M. XapkiB, np. Hayku, 14,
ten. (057) 702-14-90.
e-mail: sser.conf@gmail.com

[Tligmucano mo apyky 25.11.2022. dopmar 60x84/16.
[Tanip odcernuit. Apyk undpouii.
[apHiTypa mkinbHa. YM. IpyK. apk. 20,2.
Haknan 50 mpum. 3am Ne 221.

Bupagens i BUTOTOBITIOBAY:

TOB «/IPYKAPHA MAJIPU]T»
yepe3 OOII 'obenvosenka JI. I1.
61024, Xapxkis, Byn. ['ynanosa, 18.

MAAP l/'l Ten.: 0800-33-67-62.
www.madrid.in.ua  info@ madrid.in.ua
s APYKAPHS e CaizonTBo cy0’€KTa BUAABHUYOI CIIPABHU:

www.madrid.in.ua K Ne 4399 six 27.08.2012 poky
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