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Industrial Policy

(A) Definition
Any type of selective intervention or government policy that
attempts to alter the structure of production toward sectors
that are expected to offer better prospects for economic growth

• The policy that shall not be named (ca. 1990-2010)
I Inefficiency, Regulatory Capture, Corruption

• Recent Resurgence
I Digital Technology, Green Transition, Geopolitics

• Smart Industrial Policy for the 21st century
I Steering towards Transformation
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Successful Industrial Policy (Terzi et al. (2023)
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Successful IP: The Concorde

• 1960s Innovation is Supersonic
Transport

• UK & France Collaboration

• 3-5 billion USD development
costs

• Operated by Air France &
British Airways
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Green Industrial Policy

• An Industrial Policy in which climate change mitigation
becomes a binding constraint in achieving the social
welfare goal.

• ↑ Market Failures associated with Green Transition

• From Picking Winners to Picking Missions

• Promoting Growth, Resilience & Net Zero Transformation

• Inflation Reduction Act : Flagship US Green Industrial
Policy Initiative

5 / 38
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Inflation Reduction Act
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Race for Green Technologies
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China leading Renewable Capacity
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Why a Green Industrial Policy now?

• Sustainable Development depends on the development,
commercialization and dissemination of Green
Technologies

• Progress is underpinned not just by the pace but also the
direction of technology

• Successfully promoting the Green Transition requires a
diverse set of skills, competencies and actors
I This calls for whole-of-government approach with a clear
mandate and integration plan

• Addressing multiple market failures and aligning net
zero with economic growth and competitiveness warrants
a well-defined Green Strategy
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The EU Green Deal Industrial Plan

• The Green Deal Industrial Plan (2023) aims to enhance
the competitiveness of Europe’s net-zero industry and is
accelerating the transition to climate neutrality

• Builds on 4 Pillars
I Creating a simpler and more predictable Regulatory

Framework
I Facilitating access to Funding
I Developing the necessary Skills for the Green Transition
I Fostering resilient Supply Chains

• Reducing Foreign Dependence in the field of Green
Technologies
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GDIP Initiatives

1 Net‐Zero Industry Act
I Enhance European manufacturing capacity for net-zero
technologies and their key components

I Includes final products, components, and machinery
necessary for manufacturing net-zero technologies

2 Critical Raw Materials Act
I Ensure flow of Critical Raw Materials for the deployment
of green technologies in the EU

I ↓ dependence from a single third country

3 Reform of Electricity market design
I Balancing clean electricity & energy security
I ↑ market resilience in the face of high volatility
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The Green Deal Industrial Plan
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Net Zero Industry Act

• Net Zero Industry Act

March 2023 Policy Act to scale up manufacturing of
clean technologies in the EU and make sure the Union
is well‐equipped for the clean‐energy transition
I EU Response to the US Inflation Reduction Act

• ↑ Strategic net-zero technologies manufacturing capacity
→ at least 40% of the Union’s deployment needs by
2030

• Simplifying permit-granting processes

• Companies bidding for public tenders or subsidies
encouraged to source 40 per cent of their equipment
from EU factories proposals
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Net Zero Industry Act Activities

14 / 38



Green Industrial Policy Green IP in the EU Green Transition and EU Competitiveness

Critical Raw Materials Act
• Critical raw materials face growing global demand driven
by decarbonisation objectives
EU demand for lithium is projected to increase twelve-fold by 2030 and
twenty-one-fold by 2050

• The CRMA sets binding targets for EU domestic capacity
for 34 critical raw materials, of which 17 are designated
”strategic”
I at least 10% of the EU’s annual consumption for
extraction

I at least 40% of the EU’s annual consumption for
processing

I at least 25% of the EU’s annual consumption for
recycling

I no more than 65% of the EU’s annual consumption from
a single third country

15 / 38



Green Industrial Policy Green IP in the EU Green Transition and EU Competitiveness

Critical Raw Materials Act
• Critical raw materials face growing global demand driven
by decarbonisation objectives
EU demand for lithium is projected to increase twelve-fold by 2030 and
twenty-one-fold by 2050

• The CRMA sets binding targets for EU domestic capacity
for 34 critical raw materials, of which 17 are designated
”strategic”
I at least 10% of the EU’s annual consumption for
extraction

I at least 40% of the EU’s annual consumption for
processing

I at least 25% of the EU’s annual consumption for
recycling

I no more than 65% of the EU’s annual consumption from
a single third country

15 / 38



Green Industrial Policy Green IP in the EU Green Transition and EU Competitiveness

CRMA Relevance
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CRMA and the Green Transition
• The Act explicitly frames green and security goals as
inseparable
Access to strategic materials is a precondition for decarbonisation, and
decarbonisation itself creates the demand surge that generates supply risk.

• The 2030 capacity targets are set at the aggregate EU
level and are non-binding
Lack of clear enforcement mechanism

• Strong role for National Governments
improve collection of CRM-rich waste and ensure its recycling into secondary
critical raw materials

• Selected Strategic Projects benefit from streamlined
permitting (24 months for extraction, 12 months for
processing)
+ facilitated access to finance, and are granted status as projects in the public
interest
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Electricity market design

• Aims to create an integrated EU energy market to ensure
secure, sustainable and affordable energy supplies to EU
citizens

• Shelter Consumers and Companies from short-term
fluctuations in electricity markets
I Power Purchase Agreements

Direct contracts between corporate companies and electricity suppliers to
incentivize investment in renewables

I 2‐way Contracts of Difference
Based on the difference between the offer price and the current price →
Subsidy or State revenue

• New enforcement regime with an enhanced role for the
Agency for the Cooperation of Energy Regulators (ACER)
in cross-border investigations
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Critical Assessment

• Necessary Plan to secure Green Transition with no
excessive reliance on foreign powers (geopolitical risks)

• Lacks the Firepower → Resources compared to the $ 369
billion Inflation Reduction Act in the US (Link)

• Business-friendly Regulatory Framework is necessary but
not sufficient

• 400 bn €yearly investment to meet its target of net zero
emissions by 2050

• Buying and/or Building European → Increased input
Prices (under current status)

19 / 38
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IPCEI

Description
Important Projects of Common European Interest (IPCEI)
is a key strategic instrument with regard to the
implementation of the European Union Industrial Strategy

• Knowledge, expertise, financial resources and economic
actors throughout the Union, as to overcome important
market or systemic failures and societal challenges

• → Joint investments by public authorities and industries
from several EU countries
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IPCEI in Batteries Value Chain
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Mission-oriented Policy Development

• Holistic Policy Framework inspired by the pioneering
work of Mariana Mazzucato

• Envisioning bold (”moonshot”) targets for Sustainable
Development

• Elevated role for Government - shaping rather than
fixing markets

• Integrates multiple sectors and actors around shared
societal challenges

• Inherently linked to Innovation Systems
involving public, private, academic, and civil society actors

• Promotes directionality in innovation

22 / 38

https://marianamazzucato.com/books/mission-economy/
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Mission-led EU Green Transition

• Green Transition requires coordinated, cross-sectoral
frameworks to support transformative solutions

• Central to the European Green Deal and Horizon Europe

• Climate Proofing: Integrating Adaptation and Mitigation
actions in (regional) development plans

• Aligning investment, regulation, and innovation towards
climate goals
I 4/5 EU Missions directly related to Climate Change

• E.g. Carbon neutral cities warrants collaboration across
urban planning, construction, energy efficiency in
buildings, mobility, behavioural aspects, food value chain,
environmental technology capacity

23 / 38

https://research-and-innovation.ec.europa.eu/funding/funding-opportunities/funding-programmes-and-open-calls/horizon-europe/eu-missions-horizon-europe_en


Green Industrial Policy Green IP in the EU Green Transition and EU Competitiveness

Mission-led EU Green Transition

• Green Transition requires coordinated, cross-sectoral
frameworks to support transformative solutions

• Central to the European Green Deal and Horizon Europe

• Climate Proofing: Integrating Adaptation and Mitigation
actions in (regional) development plans

• Aligning investment, regulation, and innovation towards
climate goals
I 4/5 EU Missions directly related to Climate Change

• E.g. Carbon neutral cities warrants collaboration across
urban planning, construction, energy efficiency in
buildings, mobility, behavioural aspects, food value chain,
environmental technology capacity

23 / 38

https://research-and-innovation.ec.europa.eu/funding/funding-opportunities/funding-programmes-and-open-calls/horizon-europe/eu-missions-horizon-europe_en


Green Industrial Policy Green IP in the EU Green Transition and EU Competitiveness

Mission-led EU Green Transition

• Green Transition requires coordinated, cross-sectoral
frameworks to support transformative solutions

• Central to the European Green Deal and Horizon Europe

• Climate Proofing: Integrating Adaptation and Mitigation
actions in (regional) development plans

• Aligning investment, regulation, and innovation towards
climate goals
I 4/5 EU Missions directly related to Climate Change

• E.g. Carbon neutral cities warrants collaboration across
urban planning, construction, energy efficiency in
buildings, mobility, behavioural aspects, food value chain,
environmental technology capacity

23 / 38

https://research-and-innovation.ec.europa.eu/funding/funding-opportunities/funding-programmes-and-open-calls/horizon-europe/eu-missions-horizon-europe_en


Green Industrial Policy Green IP in the EU Green Transition and EU Competitiveness

Mission-led EU Green Transition

• Green Transition requires coordinated, cross-sectoral
frameworks to support transformative solutions

• Central to the European Green Deal and Horizon Europe

• Climate Proofing: Integrating Adaptation and Mitigation
actions in (regional) development plans

• Aligning investment, regulation, and innovation towards
climate goals
I 4/5 EU Missions directly related to Climate Change

• E.g. Carbon neutral cities warrants collaboration across
urban planning, construction, energy efficiency in
buildings, mobility, behavioural aspects, food value chain,
environmental technology capacity

23 / 38

https://research-and-innovation.ec.europa.eu/funding/funding-opportunities/funding-programmes-and-open-calls/horizon-europe/eu-missions-horizon-europe_en


Green Industrial Policy Green IP in the EU Green Transition and EU Competitiveness

Mission-led EU Green Transition

• Green Transition requires coordinated, cross-sectoral
frameworks to support transformative solutions

• Central to the European Green Deal and Horizon Europe

• Climate Proofing: Integrating Adaptation and Mitigation
actions in (regional) development plans

• Aligning investment, regulation, and innovation towards
climate goals
I 4/5 EU Missions directly related to Climate Change

• E.g. Carbon neutral cities warrants collaboration across
urban planning, construction, energy efficiency in
buildings, mobility, behavioural aspects, food value chain,
environmental technology capacity

23 / 38

https://research-and-innovation.ec.europa.eu/funding/funding-opportunities/funding-programmes-and-open-calls/horizon-europe/eu-missions-horizon-europe_en


Green Industrial Policy Green IP in the EU Green Transition and EU Competitiveness

EU Missions

24 / 38



Green Industrial Policy Green IP in the EU Green Transition and EU Competitiveness

Mission Carbon Neutral Cities 2030
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The Question of Competitiveness

• Competitiveness refers to an entity’s ability to provide
quality and cost‐effective products and services whilts
building resilience to external factors

• Structural Competitiveness encompasses productivity
growth, supportive institutions, knowledge & innovation
and conducive entrepreneurial environment

• Regarding the Green Transition, Competitiveness refers to
the ability of a country / region to develop and
commercialize green technologies
I Without overburdening consumers and lock-in dependent
structures with third parties
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EU Competitiveness Diagnosis

• The EU is facing an increasing Competitiveness Deficit
compared to other major economies recording sub-par
productivity and business dynamism

• The 2024 Draghi Report highlights that the EU risks
stalling in the Middle technology Trap due to
I High Energy Prices and Uncertainty following chronic
strategic deficiencies

I Excessive Regulatory Burden for EU firms
I Low commercialization of ne Knowledge → Innovation
applications

I Protection of Incumbents stifling the emergence of new
firms and new sectors

I Political Fragmentation and decentralized decision
making
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Electricity Wholesale Prices
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Gas Wholesale Prices
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The EU Competitiveness Compass

• The EU Competitiveness Compass (January 2025) aims
to unlock EU potential for productivity growth and
sustainable development

• Integrates conclusions of the Draghi Report to focus on:
I Rekindling Innovation

Simplifying rules for businesses, removing barriers for start-ups,
incentivizing AI use for large corporations

I Decarbonizing efficiently
Facilitating energy transition without massively hurting profitability

I Reducing Dependencies
Developing a new range of clean trade and investment partnerships,
redesigning state aid
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Decarbonizing for Competitiveness

• Reducing Energy prices for EU industry is essential for ↑
Competitiveness and deliver innovation-led growth

• Domestically‐sourced Energy based on Renewable
capacity is a key instrument to achieve this

• Renewables deployment ↓ reliance on imported fossil
fuels enhancing strategic autonomy

• ↓ Sensitivity to external shocks thwarts price volatility,
moderates uncertainty and reliance on averts pressure on
fiscal budgets ( Link )

• Long-term: Create a regional Innovation System around
clean technologies
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Carbon Boarder Adjustment Mechanism

• EU Carbon Border Adjustment Mechanism (CBAM) is
the landmark EU tool to put a fair price for Emissions
embedded in Imports

• A Tax on Imports equal to the EU Carbon Price from
economies without a Carbon Market
I Or the Carbon Price Differential

• Aligned with the EU‐ETS Phase IV

• Protecting EU Industry while promoting Emission ↓
I Preventing Carbon Leakage

• Starting October 2023 → fully in place in 2026
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CBAM in practice
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Carbon Markets around the World
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EU Clean Industrial Deal

• The EU CID is a new (February 2026) policy package
which ties industrial decarbonisation more directly to
competitiveness
I Not just a supplement to the Green Deal Industrial Plan

• Bridging Competitiveness and Sustainability through
I Affordable Energy - speeding up clean energy deployment

I ↑ Demand for Green products through Public
Procurement with the Industrial Accelerator Act

I Mobilizing > 100 billion to support EU‐made clean
manufacturing

I Strengthening integrated EU approach to Critical Raw
Materials supply and ↑ Reusing in EU Industry
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Clean Industrial State Aid Framework
• The EU CISAF is a an integral part of the CID
simplifying the rules for public support

• In line with EU Regulation, State aid may only be
granted where less distortive instruments are not
available to reach the same objectives

• Allows member states to support net zero whilst
maintaining competitive edge of domestic industries in
the face of high uncertainty through
I Easier and quicker approval (fast-track) for Green
Investments

I Temporary measures to ↓ electricity prices for businesses
& consumers

I Reducing risks for green investments → attrach private
capital
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Industrial Accelerator Act

• The EU IAA is a draft imitative (Spring 2026) to
strengthen EU’s industrial capacity in line with the CID

• Aims to to ↑ the share of industrial manufacturing in EU
GDP to 20% by 2035, up from 14.3% in 2024

• Aims to enhance EU strategic autonomy in clean
manufacturing through
I Public procurement and public incentives to boost
demand for EU clean tech industry and products

I Screening inbound Foreign Direct Investment to ensure
local content sourcing and > 50% local employment

I EU-wide digital procedures to start a business
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