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1.
Introduction

Europe’s industrial and economic landscape faces mount-
ing pressures that threaten competitiveness, social cohe-
sion, and long-term prosperity. Structural challenges - in-
cluding chronic underinvestment in infrastructure and
clean production technologies, increasing global competi-
tion from heavily subsidized foreign industries, high ener-
gy prices, and disrupted supply chains - have intensified
in recent years. These factors place European industrial
and service sectors under growing strain, raising concerns
over a shrinking industrial base that risks economic inde-
pendence in key sectors and the loss of thousands of
high-quality direct and indirect jobs - with potential long-
term consequences for European prosperity. Geopolitical
tensions, trade disputes, and the threat of punitive tariffs
are creating further uncertainty that complicates business
planning and investment decisions across the continent.

A glance at the economic situation in Germany and Italy,
two of Europe’s core industrial economies, exemplify these
pressures. Industrial value creation and union jobs in sec-
tors such as automotive, chemicals, energy and basic ma-
terials are increasingly threatened. In Germany, 10.000 of
industrial jobs are lost every month, while declining manu-
facturing output and rising unemployment are weakening
domestic demand. These developments not only erode
economic resilience but also contribute to growing eco-
nomic insecurity and political dissatisfaction, reflected in
the rising electoral support for far-right parties. In Italy,
the manufacturing sector is experiencing a broad contrac-
tion, reflecting a wider and deepening industrial crisis. In
2025 alone, nearly 560 million hours of short-time work
were authorised, marking a 10 % increase compared to
2024. At the same time, 103 companies in crisis, involving
around 131,035 workers, are currently under discussion for
short-time work at the Ministry of Enterprises and Made in
Italy, highlighting the scale and persistence of the difficul-
ties affecting the industrial sector.

The dire situation of European industry, increasingly vola-
tile trade relationships and competitiveness pressures
have necessitated a partial paradigm shift in the Europe-
an Union’s approach to industrial policy. After decades of
limiting state intervention and prioritizing market liberali-
zation, the EU has begun to adopt instruments that are
no longer limited to correcting market failures but instead

actively guide economic transformation. The Green Deal
and its successors, the Green Deal Industrial Plan and the
Clean Industrial Deal (CID), as well as instruments such
as IPCEls, exemplify a new more interventionist and stra-
tegic approach to EU economic policy. While horizontal
policies pursued by the European Commission over recent
decades have inadvertently increased dependence on for-
eign goods and neglected the development and strength-
ening of Europe’s own productive base, the new measures
- e.g. strategic sector targeting, European preference cri-
teria and a renewed state aid framework -, try to safe-
guard European based production, boost European inno-
vation and enhance resilience in strategic sectors.

Although support for greater state steering and a strate-
gic approach to EU industrial and trade policy has grown
in recent years, market-liberal competitiveness narratives
still dominate European policy debates. These narratives
are often narrowly equated with deregulation and admin-
istrative relief, rather than with a comprehensive invest-
ment, industrial and trade strategy, although there is little
scientific evidence that deregulation alone drives sus-
tained investment, innovation or longterm growth (Blind
& Minch, 2024; Kalpadakis, 2025). On the contrary, em-
pirical research highlights the importance of public in-
vestment, stable regulatory frameworks, skills develop-
ment, and coordinated industrial policies for boosting
productivity, innovation, and social cohesion (Rodrik et
al., 2024; Heimberger & Dabrowski, 2025; EIB, 2024). De-
spite this, many EU Member States and business associa-
tions across the continent continue to advocate for
far-reaching deregulatory measures, including socalled
“omnibus” packages.

A recent case in point is a joint paper by the German and
Italian governments published ahead of the informal EU

Leaders’ Retreat on 12 February 2026. Rather than outlin-
ing a coherent investmentled growth strategy or substan-
tive industrial policies, the paper calls for little more than
“emergencies breaks” on legislative activities and the re-

moval of regulatory burdens. This reflects a wider policy

tendency to prioritize deregulation over sustained public

investment and coordinated industrial action, limiting co-
ordinated action to close the EU’s innovation and invest-

ment gaps.
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What the current EU competitiveness discourse misses is
that greater economic resilience and prosperity can only
be achieved in an economic environment characterized
by strong domestic demand and the capacity to generate
high-quality employment at scale (Rodrik, 2022). In econ-
omies defined by low wages, widespread job insecurity,
and stagnant demand, the ability to implement effective
industrial strategies and address structural inequalities is
severely constrained. Strengthening the internal market
and boosting domestic consumption are therefore essen-
tial preconditions for a successful European industrial
strategy: without sufficient demand and decent jobs,
other policy instruments risk falling short of their goals.

The paper prepared jointly by the Confederation of Ger-
man Trade Unions (DGB) and the Italian General Confed-
eration of Labour (CGIL) offers a coherent alternative vi-
sion for Europe’s industrial strategy. It argues that the EU
must adopt a missionoriented industrial policy that goes
beyond costfocused deregulation and narrow competi-
tiveness metrics. Instead, a forwardlooking strategy must
integrate a strategic investment agenda with a strong so-
cial dimension, recognising that decent work, social pro-
tection, and robust labour and environmental standards
are not obstacles to competitiveness, but essential foun-
dations of longterm economic resilience.

Building on this vision, the paper lies out the core re-
quirements of a successful transformative European in-
dustrial policy:

- Establish the state as a proactive market-shaping
actor

- A strategic public and private EU investment agenda

- Strengthen domestic demand and deepen the EU
Single Market

- Safeguard quality jobs (and promote regional value
creation)

- Deploy strategic public procurement and Buy Euro-
pean instruments

- Stabilise key cost and location factors for industrial
competitiveness

- Empower social partners and democratise industrial
policy

- Pursue targeted regulatory reform, not indiscriminate
deregulation

To fully understand the necessity of these policy direc-
tions, it is essential to examine the structural conditions
shaping the European economy, particularly in industrial-
ly anchored countries such as Italy and Germany. The
following chapter situates the analysis within the broader
European context by identifying persistent structural con-
straints, including investment gaps, dependencies on en-
ergy and critical raw materials, and deficits in technology
and innovation capacity. These factors define the frame-
work within which contemporary industrial policy must
operate.
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Building on this European perspective, the subsequent
chapters then analyse the specific structural challenges
confronting Italy and Germany, highlighting both shared
vulnerabilities and country-specific constraints. On this
basis, we derive concrete policy measures at the EU level
and explore avenues for bilateral cooperation, with the
aim of establishing the foundations for sustainable inno-
vation, industrial resilience, and inclusive growth.






Building on the challenges outlined in
the introduction, this chapter provides
a concise structural analysis of the Eu-
ropean context in which a transforma-
tive EU industrial policy must operate.

Europe’s structural challenges are
multifaceted, but a central underlying
weakness lies in its persistent invest-
ment deficit. By 2030, the EU is pro-
jected to face an annual investment
shortfall equivalent to 1.8 % of gross
national income (GNI) - approximate-
ly EUR 321 billion - across key strate-
gic domains, including digitalisation,
decarbonisation, geoeconomic resil-
ience. This European-level shortfall is
compounded by substantial gaps at
both the national and private levels.
Member States collectively face an
estimated annual public investment
gap of EUR 442 billion, while the pri-
vate sector investment gap amounts
to approximately EUR 512 billion per
year. Under the proposed Multiannual
Financial Framework (MFF) for 2028-
2034, these deficits are expected to
widen further, particularly in the area
of decarbonisation (Koch & Biegon,
2026). Moreover, the EU’s fiscal
framework continues to constrain na-
tional budgetary capacity, limiting
Member States’ ability to undertake
large-scale strategic industrial invest-
ments, especially in sectors central to
the clean and digital transitions.

A second major source of vulnerabili-
ty for EU Member States lies in the
energy sector. Europe’s energy transi-
tion is unfolding against the backdrop
of geopolitical disruptions and sus-
tained price volatility, exposing persis-
tent structural fragilities in the Un-
ion’s energy system. Despite recent
progress in renewables, the EU re-
mains highly dependent on external
energy sources, with import depend-
ence having risen from 52% in 1995 to
63 % in 2022 (Guarascio et al., 2025).
This dependence is unevenly distrib-
uted: Nordic countries show greater
resilience thanks to diversified energy
mixes and high renewable shares,
while most large economies, including
Germany and Italy, continue to rely
heavily on a limited number of energy
suppliers, increasing exposure to ex-
ternal shocks. Energy-intensive indus-
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trial structures further amplify these
risks. Moreover, Europe faces a risk of
dependence substitution, as reduced
reliance on Russian fossil fuels is in-
creasingly replaced by dependence on
US gas and Chinese manufacturing
for key green technologies (China to
date supplies almost all solar panels
and a significant share of wind com-
ponents), reinforcing asymmetries
across Member States and constrain-
ing EU strategic autonomy (Guarascio
et al, 2025).

The same dependency can be ob-
served for critical raw materials
(CRM) (Crespi et al., 2021). CRMs con-
stitute one of the main sources of
vulnerability for the European sys-
tem. The EU has limited extraction
and refining capacity for these re-
sources and is therefore compelled to
import large volumes from countries
such as China, the Democratic Re-
public of Congo, Brazil, South Africa,
Chile and Indonesia, which dominate
almost every stage of the supply
chain. This results in a high degree of
structural dependence for Member
States (Guarascio et al., 2023). In re-
cent years, rising geopolitical ten-
sions have prompted several export-
ing countries to restrict shipments,
impose domestic processing require-
ments or even nationalise entire seg-
ments of the supply chain, further ex-
posing the fragility of Europe’s posi-
tion. At the same time, CRM markets
are highly opaque, dominated by a
few players and subject to significant
price volatility, with episodes of ma-
nipulation and extreme fluctuations
that can rapidly spill over into the Eu-
ropean economy and slow down in-
vestment and industrial production.

At the same time, Europe faces a
widening technology and innovation
gap vis-a-vis the United States and
China, rooted in a long-term decline
in private investment in research and
development. While U.S. firms have
maintained high and stable R&D
spending and Chinese firms have
rapidly expanded theirs, European
firm’s share of global private R&D has
steadily reduced over the past two
decades. Especially traditional indus-
trial sectors are losing their innova-

tive strength (Bertelsmann Stiftung,
2026). This sustained disinvestment
has weakened Europe’s presence in
cutting-edge and high-growth tech-
nological sectors and limited its ca-
pacity to generate and scale break-
through innovations (Germann, 2022;
Draghi, 2025). As a result, the Europe-
an Union has become increasingly
dependent on non-EU suppliers for
strategic technologies, constraining
its ability to operate as an autono-
mous economic actor in an increas-
ingly polarized global economy
(Guarascio et al., 2023).

In response to these structural pres-
sures and dependencies, the EU has
shifted toward a more interventionist
approach to industrial policy. The CID
unveiled by the European Commis-
sion in February 2025 is the flagship
example of this new agenda. It aims
to position industrial decarbonisation
as a driver of economic growth by
addressing persistently high energy
costs, strengthening demand for clean
technologies, products and basic ma-
terials produced in Europe, and em-
bedding circularity more deeply into
industrial value chains. Key compo-
nents include an Action Plan for Af-
fordable Energy to reduce energy
price volatility and structural cost dis-
advantages, a planned Industrial Ac-
celerator Act introducing European
preference criteria, a new European
Competitiveness Fund to be estab-
lished as part of the next EU budget,
and reinforced Innovation Fund mech-
anisms. The CID also seeks to im-
prove access to critical raw materials
and develop a “Union of Skills” to
nurture the workforce needed for
these transitions.

The CID illustrates both the opportu-
nities and the ongoing challenges in
the current European debate on in-
dustrial policy. On the one hand, it
signals a necessary shift toward more
mission-oriented measures, with tar-
geted support for decarbonisation,
digitalisation, and strategic value
chains, showing that the EU is willing
to engage in active industrial policy.
On the other hand, the Deal exposes
persistent shortcomings that prevent
it from achieving a truly transformative



Share of private firms’ R&D over total private R&D expenditure

2 45
S
35 -
30
25 SN —
15 -
10 —
5
O-—r—F—7 T 1T T T T T T T T T T T T T T T T ]
2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023
— China — EU — Japan — US
Source: Eurostat-IRI Scoreboards.
Energy import dependency by country, 2022 m
. ’ m=799
2 W 79.2-79.9
- W 74.1-79.2
/ I 71.3-74.1
‘ 1 66.4-71.3
| 54.0-66.4
I 44.4-54.0
W 40.9-44.4
MW 34.8-40.9
M <348

Note: EID = net energy imports / gross available energy.
Source: Guarascio et al. (2025).

European Context 7



impact. The CID, like many EU policy
packages prior, lacks a clear financing
dimension to ensure that strategic in-
vestments in energy-intensive and
green and digital industries are fully
realized. It also omits a binding so-
cial dimension: measures to secure
high-quality employment, strengthen
collective bargaining, and guarantee a
just transition are insufficiently inte-
grated. Furthermore, the Deal relies
heavily on deregulation and adminis-
trative simplification as instruments
of competitiveness, approaches that
cannot substitute for sustained in-
vestment, strong domestic demand,
or robust social safeguards. In prac-
tice, this combination risks turning a
potentially transformative policy into
a set of declarative goals and partial
measures that fall short of securing
Europe’s industrial sovereignty, resil-
ience, and social cohesion.

What raises further concerns about
the balance between competitiveness
and a strategic, fair industrial policy is
the EU Commission’s growing reliance
on so-called “omnibus” legislative
packages. These large, bundled legis-
lative proposals have, in practice, con-
tributed to the significant weakening
of key initiatives such as the European
Supply Chain Act, which sets binding
obligations for due diligence in corpo-
rate supply chains, and the Corporate
Sustainability Reporting Directive, in-
tended to enhance corporate transpar-
ency on environmental, social, and
governance (ESG) practices. While the
EU’s pursuit of regulatory simplifica-
tion is not new, the systematic bun-
dling of multiple legislative amend-
ments into single packages risks re-
ducing transparency, limiting
parliamentary debate, and compress-
ing opportunities for meaningful scru-
tiny. In particular, the Commission’s
proposed review of legislative amend-
ments against “bureaucratic burden”
criteria is highly problematic, as it
could allow technocratic evaluations
to override political majority deci-
sions, effectively depoliticising norma-
tive and social choices. Similarly, the
announced “gold-plating initiative” -
intended to curb “excessive” national
implementation of EU rules - signals
a potential expansion of Commission
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oversight into areas traditionally un-
der Member State discretion, with
possible repercussions for labour
rights, social protections, and higher
national standards.

This massive political push is justified
by the claim that deregulation could
spark a new “economic miracle.” How-
ever, the European Commission itself
estimates the cost relief generated by
its major omnibus packages at only
EUR 12 billion, equivalent to around
0.06% of EU GDP (EU Commission,
2025). This economically unsubstanti-
ated narrowing of focus diverts politi-
cal attention and institutional capaci-
ty away from addressing - let alone
resolving - the EU’s underlying struc-
tural challenges. It also stands in con-
trast to the stronger emphasis on in-
vestment set out in the Draghi Report
and the Letta Report. Although there
has been a cautious shift toward a
more strategic orientation - reflected,
for instance, in the limited introduc-
tion of “European preference” clauses
- the overall policy framework thus
remains heavily tilted toward mar-
ket-oriented liberalization solutions.

In previous crises, EU heads of state
and government have demonstrated
the capacity to act with unity and
ambition — most notably through the
creation of the Recovery and Resil-
ience Facility (RRF) during the COV-
ID-19 pandemic. By contrast, the cur-
rent polycrisis confronting European
industry has yet to elicit a similarly
forward-looking and comprehensive
response. From the perspective of
CGIL and DGB, the reliance on dereg-
ulation as the primary lever of com-
petitiveness is naive. Sustainable Eu-
ropean industrial strategy cannot rely
primarily on deregulation but must in-
stead combine public investment, so-
cial conditionality, strong labour
standards, and democratic participa-
tion in industrial governance.



3.
Italy: Economic Situation

and Need for Transformation




This report analyses the current state
of the Italian economy within this Eu-
ropean and global context, focusing
on its structural weaknesses from
both a macroeconomic and labour
market perspective, as well as on the
evolution of its industrial policy. The
first section offers a historical and
economic overview of the factors that
contributed to the weakening of Italy’s
industrial policy. The second presents
an analysis of Italy’s macroeconomic
trends, with particular attention to
productivity, labour market transfor-
mations, and internal inequalities. The
third section explores emp loyment
dynamics across the main sectors of
the Italian economy, while the final
part lays the conceptual groundwork
for a new and coherent Italian indus-
trial policy (Guarascio et al., 2023).

The technological decline of Italy’s
industrial structure reflects, on one
hand, the progressive abandonment
of targeted industrial policies and, on
the other, the gradual liberalization of
markets. These two processes, which
began in the late 1980s and intensi-
fied during the 1990s, dismantled Ita-
ly’s once-vibrant technological and in-
novation system (Gallino, 2003). The
country’s retreat from direct economic
intervention coincided with the liqui-
dation of IRI’s assets and the privati-
zation of major public enterprises
such as STET (later Telecom ltalia)
and Montedison. These developments
triggered a sharp decline in Italy’s pro-
ductive capacity, technological capa-
bilities, and overall innovation poten-
tial (Dosi and Guarascio, 2018).

Figure 3 illustrates the technological
weaknesses of Italy’s productive
structure by comparing it with the
main European economies. The graph
reports the share of value added gen-
erated by science-based manufactur-
ing sectors' as a proportion of total
manufacturing value added.

The data immediately reveal Italy’s
technological lag. Within Europe, a
clear hierarchy emerges, with Germany

and France leading, while the Mediter-
ranean countries occupy a distinctly
lower position. Italy records the small-
est share of science-based manufac-
turing value added relative to total
manufacturing output, ranking below
Germany, France, and even Spain.

Throughout the entire period under
observation, ltaly’s share remains
roughly stable at around 11%, with the
exception of 2020 and 2021, when the
COVID-19 pandemic disrupted indus-
trial activity. When examining the tra-
jectories of the two “peripheral” econ-
omies - Italy and Spain - both charac-
terized by less competitive industrial
structures compared with core econo-
mies such as Germany, an interesting
divergence becomes apparent. Since
2002, Spain has steadily increased the
contribution of science-based sectors
to its manufacturing output, whereas
Italy has experienced a gradual de-
cline. Although the Italian share be-
gan to recover after 2008, it never re-
gained its relative position vis-a-vis
Spain, thereby deepening the coun-
try’s technological gap within the
European context.

Figure 4 shows the evolution of the
domestic value added embedded in
science-based manufacturing exports
as a share of total manufacturing ex-
ports. Domestic value added refers to
the portion of value created within
the national economy that is incorpo-
rated into a sector’s exports. Unlike
the gross export value, this measure
excludes imported inputs (imported
value added). It therefore provides a
clearer picture of how science-based
industries contribute to the domestic
component of manufacturing exports
and can be interpreted as an indicator
of a country’s productive capacity.

The contribution of technology-inten-
sive sectors to Italy’s domestic value
added began to decline as early as 1995,
coinciding with the wave of privatiza-
tions and market liberalization de-
scribed earlier in this report (figure 4).
From the early 2000s onward, the

share of domestic value added in Ital-
ian exports contracted steadily, widen-
ing the gap not only with core Europe-
an economies such as Germany and
France but also with Spain.

This continuous decline in the do-
mestic value added generated by sci-
ence-based sectors reflects two inter-
related dynamics. On one hand, pro-
duction processes have increasingly
been relocated abroad, reducing the
domestic content of industrial output.
On the other, the persistent absence
of strong industrial policies aimed

at stimulating innovation and invest-
ment has further weakened Italy’s ca-
pacity to retain high-value activities
within its national production system
(Celi et al., 2020).

In the last twenty years, the Italian
government introduced several re-
forms aimed at supporting the pro-
ductive system. However, these initi-
atives revealed significant weakness-
es. They often adopted a horizontal
approach that provided incentives
across all sectors without prioritiza-
tion, resulting in fragmented and
poorly coordinated measures. Limited
financial resources further under-
mined their effectiveness, while the
absence of structured participation
from social partners reduced both
legitimacy and coherence in imple-
mentation (Lucchese, 2016).

3.1 Macroeconomic Indica-
tors and Structural Context

From 2000 to the present, the Italian
economy has endured a prolonged
phase of stagnation. In 2023, real GDP
per capita was less than EUR 31,000
per year (in constant 2015 prices), only
slightly higher than its level in 2000. A
comparison with the main European
economies reveals a widening gap:
while in 2000 Germany’s performance
was only marginally better than Italy’s,
today its GDP per capita exceeds Ita-
ly’s by roughly one third, standing at
around EUR 40,000.

1 To classify manufacturing sectors, the taxonomy proposed by Pavitt (1984) was used. This taxonomy allows sectors to be divided according to their intrinsic characteristics
in terms of research and development, technological innovation, product and process innovation, and the diffusion of knowledge flows. The Science-Based category includes

manufacturing sectors in chemicals and electronics.
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Italy’s stagnation contrasts sharply
with the moderate yet steady growth
experienced by other European coun-
tries. Over the last two decades, pro-
ductivity in Germany has risen by
about 20 % relative to Italy. Sectoral
comparisons show that while manu-
facturing displays some positive
trends, Italy’s most significant lags re-
main in information and communica-
tion technology (ICT), as well as in
trade, food services, and hospitality.

A key factor behind this lack of pro-
ductivity growth is the chronic weak-
ness of investment. Between 2010 and
2019, prior to the pandemic, Italy’s
real gross fixed investment fell by
eight percentage points, whereas in
the same period it rose by 16 % in
France and 20 % in Germany. Follow-
ing the pandemic, total investment
recovered — mainly thanks to public
spending and real estate investments
supported by the National Recovery
and Resilience Plan (NRRP). However,
investment aimed at expanding pro-
ductive capacity continued to grow
only modestly. This long-term weak-
ness in capital formation remains one
of the fundamental causes of low
economic growth, stagnant productiv-
ity, and insufficient job creation.

The structure of Italian enterprises
further contributes to these limita-
tions. The economy is dominated by
small and micro-enterprises, which
face greater challenges in adopting
innovation compared with larger
firms. According to ISTAT (2024), mi-
croenterprises with fewer than ten
employees number around four mil-
lion, accounting for 94.8 % of active
companies, 43.2% of total employ-
ment, and 26.8 % of added value.
These firms are characterized by a
high prevalence of self-employment,
reaching 60 % of total workers. Small
and medium-sized enterprises (SMEs)
employ 33.5% of the workforce and
generate 37.9 % of added value, while
large enterprises with at least 250 em-
ployees, though only about 4,000 in
number, account for 23.3 % of employ-
ment and 35.3% of total added value.

Regional inequalities remain another
defining feature of Italy’s economy.
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The lowest wages and income levels
are concentrated in the southern re-
gions, where a substantial proportion
of households earn less than EUR
1,500 per month. In Sicily, Campania,
Sardinia, Calabria, Basilicata, and
Puglia, more than one-third of families
fall below this threshold (Bergamante
and Mandrone, 2022). These dispari-
ties highlight enduring territorial im-
balances that weigh heavily on nation-
al productivity and social cohesion.

3.2 Manufacturing trends

According to the 2025 Istat Report on
the Competitiveness of Production Sec-
tors, Italy’s manufacturing sector ex-
perienced an overall negative perfor-
mance in 2024, reflecting the slow-
down of the domestic economic cycle
and the weakness of international de-
mand. Manufacturing turnover fell by
3.5%, with about two-thirds of indus-
tries affected. The decline was sharp-
er in the domestic market (-3.8 %),
while foreign sales showed a more
moderate contraction (-2.6 %), indi-
cating stronger resilience in exports
compared with domestic demand.

Sectoral performance was highly une-
ven. The hardest-hit industries were
those linked to investment goods and
traditional sectors: Automotive (-14.7 %)
and Textiles (-10.1%). The Metallurgy
sector also weakened, affected by the
slowdown of European industry. In con-
trast, only a few sectors recorded signif-
icant growth, such as Pharmaceuticals
(+8.2%), driven by strong foreign de-
mand. Moderately positive results were
also observed in some consumer-orient-
ed industries, such as Food manufac-
turing, supported by relatively stable
domestic demand.

Export dynamics reinforce these
trends: in 2024, manufacturing ex-
ports declined by 0.5%. Only six sec-
tors registered export growth, includ-
ing Food (+9.8 %), Pharmaceuticals
(+9.5%), Beverages (+5.4 %), Chemi-
cals (+2.0%), and Electronics (+3.2%).
Conversely, investment-goods sectors,
such as Machinery (-1.3%), and trans-
port-related industries, including Au-
tomotive (-12.2%) and Other trans-

port equipment (-12.3 %), posted sig-
nificant drops. Exports of refined
petroleum products also fell sharply
(-15.4 %), reflecting lower energy
prices. From a geographical perspec-
tive, exports to several key markets
contracted: Germany (-4.9 %), the
United States (-3.6 %), France (-1.7 %),
and especially China (-20.8 %), high-
lighting global uncertainty.

On the import side, 2024 saw overall
stability after the steep decline record-
ed in 2023. However, the trend varied
across sectors: imports increased for
Pharmaceuticals and Other transport
equipment (+10.7 %), Wood (+9.5 %),
Furniture (+7.4 %), and Printing
(+10.3 %), while imports of Motor vehi-
cles (-3.5%), Electrical equipment
(-8.2%), Electronics (-6.9 %), Machin-
ery (-5.7%), and Coke and refined pe-
troleum products (-5.8 %) declined.
The geography of supply confirms
high concentration among a few part-
ners: Germany, China, the United
States, Belgium, and Spain account
for more than 40% of imports across
nearly all sectors. China’s share has
grown particularly in Chemicals, Tex-
tiles, Apparel, and Electronics, while
Germany remains dominant in Motor
vehicles, Rubber and plastics, Metal-
lurgy, and Metal products.

A key structural feature emerging
from the report is the strong de-
pendence of Italian manufacturing
on foreign supplies of raw materials
and intermediate goods. According
to value-chain analysis, manufactur-
ing accounts for about 60 % of the
overall import dependency of Italy’s
production system. The sector is es-
pecially reliant on foreign suppliers
in Metallurgy and Chemicals, which
together explain about 17 % of total
dependency. Other critical sectors
include Machinery, Motor vehicles,
Coke and refined petroleum prod-
ucts, and Metal products. This struc-
ture makes the production system
vulnerable to external shocks, par-
ticularly when dependency is paired
with a strong geographical concen-
tration of imports.

Overall, 2024 highlights a manufac-
turing sector constrained by weak



demand, the erosion of competitive-
ness in several key industries, and a
persistently high dependence on for-
eign inputs, especially in intermedi-
ate and input-intensive sectors. The
resilience of exports in a few high
value-added industries is a positive
sign, yet insufficient to offset the
structural weaknesses uncovered. In
this context, the ability of firms to
diversify markets and suppliers,
strengthen investment, and innovate
production processes will be crucial
to sustaining competitiveness in the
coming years.

3.3 Labour Market, Wages,
and Inequality

The evolution of employment in Italy
reflects many of the same structural
weaknesses seen in the broader
economy. Between 1995 and 2008,
the number of employed persons
grew by about three million, but be-
tween 2008 and 2024 employment
increased by only 1.3 million. Over
the same period, Germany experi-
enced much stronger growth, ex-
panding its workforce by approxi-
mately seven million workers. A com-
parison of total employment and
total hours worked reveals that after
the 2008 crisis, a persistent diver-
gence emerged: while employment
numbers gradually recovered, the to-
tal number of hours worked re-
mained below pre-crisis levels until
2019. This phenomenon can be large-
ly attributed to the growing preva-
lence of part-time employment (Fer-
rucci and Tati, 2025).

The structure of employment has
changed profoundly. The share of
standard employment - full-time,
open-ended contracts - fell from
78 % in 2004 to 72% in 2024. In con-
trast, the incidence of non-standard
work, including fixed-term and part-
time permanent contracts, rose from
22% to 28 %. Nearly one-third of de-
pendent employees now hold tem-
porary or part-time positions, and
according to Eurostat, 70 % of fixed-
term workers did not choose this
employment type voluntarily. For
many, particularly young workers,

temporary employment is not a
bridge to stable work but a long-
lasting condition of uncertainty.

This widespread precariousness,
combined with the diffusion of part-
time work, has exerted strong down-
ward pressure on wages. Between
2008 and 2024, real wages in ltaly
fell by 9 percentage points, whereas
they increased by 14 % in Germany
and 5% in France. According to the
OECD Employment Outlook (2024),
Italy recorded the steepest decline in
real wages among all OECD coun-
tries. The erosion of purchasing pow-
er stems from both structural and cy-
clical factors. The shift toward low-
skilled service activities has limited
wage growth, while the chronic un-
derinvestment that characterized the
Italian economy between 2010 and
2019 - when gross fixed investment
fell by 8% in real terms compared to
significant increases in France and
Germany - has curtailed the creation
of high-quality jobs and innovation-
intensive sectors.

The consequences of this structural
weakness are far-reaching. In the ab-
sence of new investments, technologi-
cal advancement, and organizational
innovation — and within an economic
system dominated by small and mi-
cro-enterprises — labour productivity
has stagnated. Even in manufactur-
ing, which has traditionally been Ita-
ly’s productive core, industrial special-
ization has progressively shifted to-
ward low value-added segments of
global supply chains, characterized by
limited innovation and low demand
for skilled labour. This has further de-
pressed wage levels and constrained
upward mobility.

The employment and wage situation
is especially fragile in Italy’s internal
and rural areas, where lower-middle
income groups are more prevalent
and regional disparities between the
North and South are narrower but
persistently negative in terms of qual-
ity of employment and earning poten-
tial (Rugiero et al., 2022).

Low wages and the phenomenon of
the “working poor” have become

pressing issues. According to ISTAT,
the share of employed persons living
in poverty has risen steadily since
the 2007 crisis, reaching 9.9% in
2023. Among blue-collar workers,
this rate stands at 16.5%. Eurostat
data on average annual full-time sal-
aries confirm this trend: Italy’s aver-
age of EUR 32,749 per year remains
below the EU-27 average of EUR
37,863 and far behind the dynamic
wage growth observed in Eastern
European economies.

The persistence of low-skilled, low-
paid work and the expansion of the
working poor are the result of a
complex interplay of individual, pro-
ductive, and institutional factors (Di
Nunzio, 2025). The most vulnerable
groups include young workers, wom-
en, and those with low educational
attainment. From a production
standpoint, poverty in work is most
prevalent among employees in small
businesses, fixed-term and part-time
positions, and sectors such as agri-
culture, hospitality, retail, and other
low-skilled occupations. Institution-
ally, these trends are reinforced by
the absence of a universal minimum
wage law, insufficient forms of basic
income, the widespread presence of
informal and illegal employment,
weak training and social support
systems for the unemployed, and
persistent barriers to inclusion and
citizenship for migrant workers.

The most recent data on Italian em-
ployment in 2024 indicate that, al-
though the overall trend remains
positive, several critical dynamics are
emerging - some structural, others
cyclical. The number of employed
persons continued to grow during the
year, albeit at a slower pace than in
2023, with an increase of approxi-
mately 352,000 workers, bringing the
total to an estimated 23.9 million.
This expansion involved both men
and women, rising by 1.3% and 1.8 %
respectively, and was particularly
pronounced in southern Italy, where
employment grew by 2.2%. The most
substantial gains were recorded
among individuals aged over for-
ty-nine, whose employment rose by
around 285,000 (+3.0%). As a result,
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the overall employment rate for peo-
ple aged fifteen to sixty-four climbed
to 62.2%, marking a 0.7 percentage
point increase compared to the previ-
ous year.

Employment growth in 2024 was pri-
marily driven by permanent contracts,
which rose by 508,000 positions
(+3.3%), while self-employment also
increased modestly (+47,000, or

+0.9 %). Conversely, fixed-term em-
ployment declined by 203,000 posi-
tions (-6.8 %). Construction remained
the most dynamic area of job crea-
tion, continuing its recovery after
years of underperformance, whereas
employment in manufacturing experi-
enced a slight contraction (Ferrucci
and Tati, 2025).

Between 2021 and 2023, job creation
in Italy was largely concentrated in
the services sector, which expanded
strongly across both high- and low-
knowledge content activities. Employ-
ment in high-knowledge services in-
creased by approximately 425,000 po-
sitions (+5.3 %), while low-knowledge
services grew by around 394,000
(+5.1%). The construction industry also
experienced robust growth during this
period, adding about 100,000 jobs
(+7.0%), confirming its pivotal role in
post-pandemic economic recovery.

In contrast, manufacturing employ-
ment showed a more moderate rise,
gaining about 135,000 positions over
the same two years. However, most
of this growth — approximately
114,000 jobs — occurred in low- and
medium-low-technology sectors,
whereas high-technology manufac-
turing registered negative variations.
The primary sector also continued to
decline, reflecting ongoing structural
weaknesses in Italian agriculture and
related industries.
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4.
Germany: Economic Situation
and Need for Transformation




Germany’s industrial and economic
landscape is undergoing a period of
profound structural stress. Moderate
growth over the past decade has
been disrupted by repeated external
shocks, including the COVID-19 pan-
demic, global supply-chain disrup-
tions, and the energy price crisis fol-
lowing Russia’s invasion of Ukraine.
At the same time, long-standing
structural pressures — such as chron-
ic underinvestment, wage con-
straints, weak domestic demand,
and a growing shortage of skilled
workers - threaten both economic
resilience and social cohesion. Key
industrial sectors, including steel,
automotive, and chemicals, face the
dual challenge of maintaining glob-
al market positions while undergo-
ing deep transformations, highlight-
ing the limits of relying on market
forces alone and underscoring the
need for a transformative, strategic
industrial policy.

4.1 Macroeconomic Indica-
tors and Structural Context

Germany’s economic growth over the
past decade has been moderate and
increasingly fragile. Between 2015 and
2019, real GDP grew around 1-2% an-
nually before collapsing by roughly 5%

in 2020 due to the COVID-19 pandemic.

The subsequent recovery was con-
strained by global supply-chain disrup-
tions and, from 2022 onwards, a severe
energy price shock following Russia’s
invasion of Ukraine. Since 2023, growth
has stagnated, indicating that structur-
al weaknesses - beyond external
shocks - are now limiting Germany’s
economic performance, underscoring
the need for comprehensive economic
and industrial transformation.

Sectoral data highlight a gradual
weakening of Germany’s manufactur-
ing base. While nominal GDP rose
from while Germany’s nominal GDP

rose from EUR 3.09 trillion in 2015 to
EUR 4.31 trillion in 2024, manufactur-
ing’s share fell from 20.1% to 18.0 %,
reflecting rising energy costs, global
competitive pressures, and adjust-
ment challenges linked to digitalisa-
tion and climate neutrality. Services
expanded from 62.6 % to 64 % of GDP,
reinforcing long-term tertiarization,
while industry and construction lost
relative weight.

Industrial production has been under
particular strain, falling by 1.1% in
2025, accompanied by 143,000 job
losses (-1,8 %) (Destatis, 2026a). Sur-
veys indicate almost a quarter of in-
dustry production capacities remain
unused in early 2026 (Destatis,
2026b), and more than a third of firms
(38,6 %, 08/2025) report insufficient
orders (DIHK, 2025). Core sectors —
mechanical engineering, metals, and
electrical industries - face shrinking
competitiveness outside the EU, with
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40 % of firms planning to reduce in-
vestments (ifo Institute, 2026). Energy-
intensive industries, including chemi-
cals, metals, plastics, glass, and paper,
are especially affected by high elec-
tricity and gas prices, which remain
above pre-crisis levels and highly vola-
tile, threatening prolonged industrial
weakness.

Germany remains a highly export-ori-
ented economy, with exports totalling
EUR 1.570 trillion and imports EUR
1.367 trillion in 2025, resulting in a EUR
203 billion surplus in 2025 (ifo Institute,
2025a). Manufacturing - contributing
roughly 19 % of value added, about
twice as much as in the US, France,
or the UK - remains central to the
economy, with strong linkages to
industry-related services and above-
average productivity. Yet this export-
driven model faces growing structural
pressures. Key sectors such as automo-
tives, steel, mechanical engineering,
and chemicals - which dominate ex-
ports — are increasingly vulnerable to
global competition. Chinese subsidized
products with excess capacity, along-
side US trade measures and potential
tariffs, have contributed to falling pric-
es and reduced export performance,
with some sectors (automobiles and
steel) seeing declines of over 4% year-
on-year (Destatis, 2025). While indus-
trial production is geographically dis-
persed, Germany’s specialization in a
limited set of core industries amplifies
these vulnerabilities, highlighting the
need for strategic support to preserve
competitiveness and ensure long-term
economic resilience.

4.2 Labour Market, Wages
and Inequality

Despite prolonged economic stagna-
tion and weakening manufacturing ac-
tivity, Germany’s overall labor market
for a long time has remained relatively
resilient. However, at the beginning of
2026, unemployment surged to its
highest level in 12 years, surpassing
the mark of 3 million (Bundesagentur
fur Arbeit, 2026).

The sectoral development underlying
this rise has been highly uneven. Em-

ployment in manufacturing and con-
struction has declined, consistent
with the industrial slowdown, while
job creation has been concentrated
almost entirely in the expanding ser-
vice sector. This growth in services
has largely offset losses elsewhere.
In 2025, service sector employment
grew by roughly 164,000 jobs (+0.5 %),
raising its share of total employment
to 75.9 %, driven mainly by public ser-
vices, education, and health. By con-
trast, the producing sector outside
construction lost about 143,000 jobs
(-1.8 %) (Destatis, 2026a), reflecting
weak industrial activity and subdued
investment.

These sectoral shifts are concerning
as job losses in manufacturing dispro-
portionately affect well-paid, collec-
tively agreed jobs with strong employ-
ment protection and social security
coverage. While service sector growth
stabilizes overall employment, many
of these jobs are less secure and more
heterogeneous. The decline of indus-
trial employment therefore threatens
overall prosperity, purchasing power,
domestic demand and, in the long
term, political stability, even as aggre-
gate employment figures remain rela-
tively stable.

Wage trends reinforce this vulnerabil-
ity. Recent developments in German
wages reveal a growing tension be-
tween nominal income growth and
real purchasing power. While nominal
wages continued to rise during the
inflation surge of 2021-2023, sharply
increasing consumer prices more than
offset these gains, leading to histori-
cally significant real wage losses.
Only from Q3 2023 onwards did real
wages begin to recover, driven pri-
marily by easing inflation rather than
an acceleration in nominal wage
growth. This pattern underscores that
recent improvements in real incomes
reflect disinflation effects rather than
a fundamental strengthening of
wage-setting power. The weakening
of collective bargaining coverage,
which now extends to only about
50 % of employees and is particularly
low in the service sector and eastern
Germany, further constrains workers’
ability to secure fair wages.

Another central challenge for long-
term economic resilience is the grow-
ing shortage of skilled labour. Even
amid weak economic growth, many
firms struggle to fill qualified posi-
tions: surveys indicate that around
25-30% of companies report shortag-
es, particularly in manufacturing, con-
struction, logistics, and legal/tax ser-
vices (ifo Institute, 2025b). This short-
age is driven by demographic change,
insufficient upskilling and education,
and limited integration of skilled for-
eign professionals. The gap is espe-
cially critical in future-oriented sec-
tors such as energy transition and en-
vironmental technology, where an
estimated 150,000 to 200,000 addi-
tional skilled workers will be required
in the coming years (IAB, 2025).

Taken together, these developments
show that Germany’s industrial slow-
down, wage pressures, and skills
shortages pose risks not only to work-
ers in manufacturing but to broader
economic resilience. Without policies
to strengthen industrial employment,
collective bargaining, real wages, and
skills development, the capacity to
maintain domestic demand, social
cohesion, and long-term economic
stability will be undermined. Empiri-
cal research underscores the stakes:
regions experiencing long-term eco-
nomic weakness, underinvestment,
and structural decline exhibit higher
support for far-right parties, illustrat-
ing the social and political conse-
quences of economic vulnerability
(FES, 2025).

4.3 Investment Gap and
Austerity

Germany'’s transformation challenge
is above all an investment problem.
Studies from the IMK, IW, and Dezer-
nat Zukunft estimate that between
EUR 600 (IW & IMK, 2024) and EUR
780 billion (Heilmann et al., 2024) in
public investment will be needed over
the next decade to modernize infra-
structure, decarbonize industry, and
strengthen public services. The pres-
sure on German public finances is
particularly visible at the municipal
level. According to KfW Research,
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municipalities in Germany reported
an investment backlog of EUR 215.7
billion in 2025, representing a year-
on-year increase of 15.9 per cent
(EUR 29.6 billion) and marking the
highest level ever recorded in the
KfW Municipal Panel (KfW Research,
2025). The backlog is particularly pro-
nounced in schools, transport, and
digital infrastructure.

Germany’s investment backlog is close-
ly linked to its long-standing commit-
ment to fiscal austerity. In 2009, the
country introduced a “debt brake”
through a constitutional amendment,
limiting the federal government’s struc-
tural net borrowing to 0.35% of GDP
and effectively prohibiting deficit fi-
nancing under normal conditions.
While the rule allows temporary sus-
pension in exceptional emergencies,
its regular application has significantly
constrained public investment, particu-
larly in infrastructure and transforma-
tion-related projects.

To bypass these limits, fiscal expan-
sion has increasingly relied on off-
budget special funds (Sondervermé-
gen), which are legally separated from
the core budget and largely exempt
from borrowing restrictions. Among
the more recent off-budget special
funds are a EUR 100 billion fund for
military expenditure and a EUR 500
billion fund primarily targeting infra-
structure modernisation and climate-
related investments. While these in-
struments are expected to provide a
positive cyclical impulse, supporting
investment activity and aggregate de-
mand at a time of weak private invest-
ment and subdued growth, they are
not sufficient to close the structural
investment gap.

At the same time, their expanding
role has intensified the policy debate
around the sustainability of Germa-
ny’s fiscal framework. The growing
reliance on temporary and fragment-
ed special funds points to a structur-
al tension: long-term investment
needs in infrastructure, climate trans-
formation and cohesion are increas-
ingly addressed through exceptional
instruments with fixed expiration ho-
rizons and predefined spending win-

dows, rather than being anchored
within a reformed and predictable
fiscal rule. This raises critical ques-
tions about planning certainty, inter-
governmental investment capacity -
especially at the municipal level -
and the long-term credibility of fiscal
policy. Consequently, many econo-
mists alongside trade unions have
long advocated for a permanent,
investment-oriented reform of the
debt brake.

4.4 Sectoral Spotlights
4.4.1 Steel

Germany stands as the largest steel
producer in the EU and the seventh
largest globally, with contracts totalling
approximately EUR 5 billion annually.
The sector employs about 80,000 peo-
ple directly, with 4 million workers in
steel-intensive sectors (WV Stahl, 2025).

The industry faces a significant chal-
lenge in transitioning to climate-neu-
tral production, necessitating a reduc-
tion of up to 55 million tons of CO,
per year. This transformation requires
substantial technological investments
and workforce retraining. However,
the sector is also grappling with glob-
al competition, carbon leakage risks,
and high energy costs, which strain
profitability and competitiveness.

In response to these pressures, Thys-
senkrupp Steel Europe (TKSE) has
announced plans to cut 11,000 jobs,
equating to 40 % of its workforce, by
2030. This includes 5,000 direct job
cuts and the outsourcing or divestiture
of an additional 6,000 positions (Reu-
ters, 2024). These measures aim to im-
prove productivity and reduce costs but
raise concerns about employment sta-
bility and social implications.

4.4.2 Automotive

The automotive sector employs rough-
ly 841,000 people in Germany. Reve-
nues declined by 5% in 2024, and ex-
ports to China collapsed, while the
U.S. remains a key market. In between
Q3/2024 and Q3/2025 48,700 jobs

were lost in the industry (including
suppliers), highlighting the sector’s ex-
posure to global demand fluctuations
and competitive pressures (VDA, 2025).

Cost pressures remain acute: although
labour costs represent a small share
of total costs, energy and regulatory
burdens contribute to rising production
expenses. Investments in e-mobility,
battery production, and domestic in-
frastructure are crucial for maintain-
ing competitiveness, yet the pace of
structural adjustment places strain on
both companies and the workforce.
Collective bargaining and industrial
representation have played a stabiliz-
ing role, supporting wage growth and
securing working conditions amid
structural uncertainty.

4.4.3 Chemical Industry

Germany is the largest chemical pro-
ducer in Europe, with a turnover of
around EUR 240 billion in 2024 (VCI,
2025), about one-third of EU-27 chem-
ical sales. Globally, it ranks fourth in
revenues and third in exports.

In 2023/24, chemical production de-
clined by around 10.6 %, reaching its
lowest level since the mid-1990s. This
contraction was driven primarily by
persistently high energy prices, weak
industrial demand in downstream sec-
tors, and increasing international cost
competition, rather than short-term cy-
clical effects alone (ICIS, 2024). While
pharmaceuticals remained compara-
tively resilient due to stable global de-
mand, large segments of basic chemi-
cals experienced capacity reductions
and investment postponements. De-
spite these challenges, unionized sec-
tors have secured incremental wage
increases and improved leave entitle-
ments, demonstrating how labor rep-
resentation interacts with sectoral sta-
bility. Ongoing workforce engagement
is crucial as the industry adapts to en-
ergy constraints and global competi-
tive pressures.

Germany: Economic Situation and Need for Transformation 19



5

Shaping Europe’s Industrial
Future: Pillars of a

Transformative Policy

irnm



5.1 The State as Market Shaper

The EU’s historically market-led and
predominantly liberal economic policy
framework has proven insufficient to
address the structural weaknesses of
the European economy. It has contrib-
uted to growing strategic dependen-
cies in critical technologies, energy,
and raw materials, while failing to
generate the level of innovation and
technological dynamism required for
long-term competitiveness. Reliance
on past policy paradigms is therefore
no longer a viable option.

If the EU is serious about advancing
innovation, strengthening strategic re-
silience, fostering social inclusion, and
securing sustainable prosperity, it
must embrace a modern, transforma-
tive European industrial policy — one
in which the state acts as a proactive,
market-shaping force rather than
merely a market-correcting one.

Public institutions play a pivotal role
not only in financing and coordinating
investment in technological transfor-
mation, decarbonisation, and strategi-
cally important sectors, but also in
addressing systemic market failures
and ensuring that structural change
serves the broader public interest.
Democratic governance and meaning-
ful social dialogue are essential to
this endeavor. Trade unions and social
partners must be actively involved in
the design and implementation of in-
dustrial initiatives to ensure that eco-
nomic transformation is not only
competitive and innovative, but also
socially just and broadly shared.

Europe is at a turning point. The EU
must embark on a new industrial poli-
cy trajectory — one that builds on the
distinctive strengths of its social mar-
ket economy rather than attempting
to compete with the United States
and China in a race to the bottom on
deregulation. The need for a renewed
approach is particularly urgent as de-
cisive strategic choices are currently
being made at the European level, in-
cluding negotiations on the next MFF,
the implementation of the Single
Market Strategy, and the rollout of
the CID.

Against this backdrop, DGB and the
CGIL call for coordinated action at
both European and national levels,
aligning EU industrial policy with
strengthened bilateral cooperation be-
tween Germany and Italy. Our recom-
mendations clearly differentiate a
market-shaping, investment-led strat-
egy from approaches that rely pre-
dominantly on deregulation.

By combining strategic public invest-
ment, active state engagement, mul-
ti-level governance, and meaningful
social participation, European indus-
trial policy can reduce strategic de-
pendencies, enhance economic resil-
ience and innovation, and at the same
time reinforce the fundamental princi-
ples of the European social model.

5.1.1 A Strategic Public and
Private EU Investment Agenda

Europe faces a persistent investment
backlog that undermines its capacity
for structural transformation. As high-
lighted in Chapter 2, the EU is on
track for an annual investment deficit
of 1.8 % of GNI — approximately EUR
321 billion — by 2030 across strategic
domains such as digitalisation, decar-
bonisation, geoeconomic resilience.
This gap is compounded by additional
investment shortfalls at national level
and in the private sector, reflecting
structural weaknesses in Europe’s pro-
ductive base. Although the EU has
sought to mitigate these deficits
through instruments such as NGEU
and temporary reforms to state aid
rules (CISAF), it remains far from es-
tablishing a coherent, strategic, in-
vestment-driven industrial policy ca-
pable of addressing these challenges
at scale. This is particularly evident in
the case of the CID, which - despite
its strategic ambitions as the EU’s
flagship policy for a proactive indus-
trial policy - largely lacks additional
dedicated funding.

In the absence of a genuine European
investment agenda, the EU continues
to rely heavily on the fiscal capacity of
individual Member States to finance in-
dustrial transformation. This approach
is both insufficient and inconsistent,

especially given EU fiscal rules that
constrain large-scale national invest-
ment efforts. A reform of the Europe-
an fiscal framework is therefore ur-
gently required. A revised framework
should more clearly distinguish be-
tween current expenditure and strate-
gic public investment, allowing greater
flexibility for spending on decarboni-
sation, digital infrastructure, innova-
tion, and industrial modernisation.

At the same time, Europe needs both
a stable and permanent European
fiscal capacity and a long-term re-
form of EU state aid rules beyond
the temporary CISAF framework.
Without common fiscal instruments
and a state aid regime designed for
structural transformation rather than
short-term crisis response, the EU
risks deepening internal divergences
and fragmenting the Single Market.
Only by addressing both dimensions
can the Union promote upward con-
vergence and build a strong and resil-
ient industrial base.

With NGEU, the EU has already creat-
ed a blueprint for a common fiscal
instrument underpinning industrial
strategy. Building on this experience,
a permanent “EU Future Fund” (DGB,
2024) (NGEU 2.0), financed through
common debt, should be established
to support long-term investment in
cross-border infrastructure as well

as strategic sectors such as batteries,
semiconductors, critical raw materials,
and artificial intelligence, in order to
strengthen and expand Europe’s pro-
ductive capacity.

The EU Future Fund could form one
pillar of a strengthened and more
capable EU budget. In this context,
however, the proposed Multiannual
Financial Framework (MFF) for 2028-
2034 remains clearly inadequate. The
envisaged marginal increase — around
0.02% compared to the current
budget - falls far short of Europe’s
structural investment needs. Moreo-
ver, a disproportionate reallocation of
resources toward defence risks crowd-
ing out funding for decarbonisation,
social cohesion, and industrial mod-
ernisation. If the EU is serious about
reducing technological dependencies
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and strengthening its productive base,
it must equip itself with more robust
common financial instruments. A re-
inforced MFF, supported by new EU
own resources and complemented by
a permanent Future Fund, would bet-
ter reflect the scale of Europe’s invest-
ment deficit and transformation chal-
lenges (DGB, 2026).

The proposed EU Competitiveness
Fund (ECF) could serve as the second
core vehicle for a true EU investment
agenda for industrial policy within this
architecture. However, its current de-
sign requires substantial adjustment.
While the Fund aims to support com-
petitiveness and resilience, the alloca-
tion of resources is currently heavily
skewed toward defence, whereas fund-
ing for decarbonisation, industrial
modernisation, and skills development
remains comparatively limited. This
imbalance risks undermining long-
term resilience and productivity rather
than strengthening it. The Fund should
therefore be clearly oriented toward
transformative investment in strategic
value chains and clean technologies,
while embedding a strong social di-
mension. In particular, the ECF should
include a dedicated and adequately
financed budget window for skills
and qualification, recognising that in-
dustrial competitiveness and innova-
tion ultimately depend on a highly
skilled workforce.

More broadly, labour and social con-
ditionalities must apply horizontal-
ly across the entire MFF and all
major EU investment instruments -
including the ECF, cohesion policy,
state aid frameworks, and public pro-
curement rules. EU public funding
should strengthen collective bargain-
ing systems, safeguard employment,
promote worker participation, and re-
quire binding commitments to skills
and training. A well-qualified work-
force is a precondition for productivi-
ty, innovation, and resilience. Con-
versely, linking EU funds to structural
reform conditionalities in areas such
as pensions, education, or labour
markets (“money for reforms”) risks
undermining sustainable growth, so-
cial progress, and full employment
and must therefore be rejected.
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Democratic governance of European in-
vestment tools must also be reinforced.
Social partners should be formally
represented in the strategic oversight
structures of major EU funds, including
the Competitiveness Fund, to ensure
that industrial policy decisions reflect
economic, social, and environmental
objectives in a balanced manner.

Finally, to secure a just and competi-
tive green transition, the EU must im-
plement measures to strengthen pri-
vate investment. DGB and CGIL thus
propose the introduction of EU-wide
Carbon Contracts for Difference
(CCfDs). Such instruments would pro-
vide long-term investment certainty
for energy-intensive industries, bridge
the cost gap between conventional
and climate-neutral production pro-
cesses, prevent carbon leakage, and
safeguard high-quality industrial em-
ployment. Coordinated at European
level, CCfDs would strengthen the Sin-
gle Market, avoid subsidy races be-
tween Member States, and ensure that
public support is tied to clear social
and environmental conditionalities.

Key demands:

- Establish a permanent EU Fu-
ture Fund (NGEU 2.0) based on
common debt to finance long-
term strategic investment.

- Implement a transformation-
oriented and long term reform
of EU state aid rules beyond the
temporary CISAF framework.

- Substantially increase the vol-
ume of the MFF 2028-2034 in
line with Europe’s investment
needs and structural challenges.

- Rebalance the EU Competitive-
ness Fund toward decarbonisation
and industrial modernisation and
create a dedicated budget win-
dow for skills and qualification.

- Apply binding labour and social
conditionalities across all EU
funding instruments and reject
reform conditionalities that weaken
labour and social standards.

- Strengthen social partner partici-
pation in the strategic governance
of EU investment instruments, in-
cluding the strategic stakeholder
board of the European Competi-
tiveness Fund.

- Introduce European Carbon Con-
tracts for Difference to provide
long-term investment security for
energy-intensive industries and safe-
guard high-quality industrial jobs.

5.1.2 Strengthen domestic demand
and deepen the EU Single Market

A transformative European industrial
policy must be anchored in a macro-
economic environment that supports
robust domestic demand. For too long,
growth strategies in parts of Europe
have relied disproportionately on exter-
nal demand, while wage restraint, fis-
cal consolidation, and underinvestment
weakened internal consumption and
public infrastructure. In a context of
global uncertainty and volatile trade
relations, such dependence on export
surpluses is increasingly unsustainable.
A durable industrial strategy therefore
requires a systematic strengthening of
purchasing power, public investment,
and the EU Single Market.

First, an expansive wage policy is
essential to reinforce domestic de-
mand. Wage growth in line with pro-
ductivity developments supports
household purchasing power, stabilis-
es expectations, and creates reliable
demand for domestically produced
goods and services. Strong collective
bargaining systems and high collec-
tive agreement coverage play a cen-
tral role in achieving balanced wage
dynamics across sectors and regions.
Strengthening collective bargaining
in line with the EU Minimum Wage
Directive is thus not only a matter of
social justice but also a macroeco-
nomic imperative for sustaining pros-
perity and investment.

Second, substantial public invest-
ment in cross-border infrastructure
and the energy transition is required
to stimulate demand in the short term
and enhance productivity in the long



term. Investment in transport net-
works, digital infrastructure, renewable
energy systems, grids, storage capaci-
ty, and energy efficiency generates
multiplier effects across domestic val-
ue chains while reducing structural
bottlenecks. Public investment also
crowds in private capital by lowering
uncertainty and creating predictable
framework conditions for industrial
upgrading. In particular, accelerating
the energy transition reduces exposure
to external energy price shocks and
strengthens Europe’s strategic autono-
my. This requires both national and
European fiscal frameworks that ena-
ble productive investment (see 5.1.1).

Most importantly, deepening the

EU Single Market must go beyond
deregulation and the removal of
administrative barriers. A resilient Sin-
gle Market requires upward economic
and social convergence, coordinated
industrial strategies, and the reduc-
tion of structural imbalances be-
tween Member States. This includes
preventing subsidy races, ensuring fair
competition, and strengthening com-
mon standards that protect labour
and environmental standards.

Key demands:

- Promote an expansive wage po-
licy that strengthens purchasing
power and supports demand-led
growth.

- Reinforce collective bargaining
systems and ensure high collective
agreement coverage across Mem-
ber States.

- Increase public investment in
cross-border infrastructure, in-
dustrial modernisation, and the
energy transition (cf. 5.1.1).

- Deepen the EU Single Market
through upward social and eco-
nomic convergence rather than
blanket deregulation.

- Prevent fragmentation and subsi-
dy races by strengthening coordi-
nation and fair competition with-
in the Single Market.

5.1.3 Safeguard Quality Jobs

At present, the European Commission
is advancing an approach that, under
the banner of reducing administrative
burdens, risks weakening workers’
rights, collective bargaining, co-deter-
mination, and long-established protec-
tion standards. This approach reflects
an overly narrow understanding of
competitiveness, one that prioritises
short-term cost reductions over long-
term economic sustainability, social
cohesion, and democratic participa-
tion at the workplace. DGB and CGIL
emphasise that high labour standards
are essential for resilient economies
and a Just transition, particularly in
the context of a high degree of insecu-
rity due to structural changes and job
losses in the industry sector.

Quality jobs - grounded in collective
bargaining, co-determination, and ac-
cess to continuous training — are not
regulatory burdens but key drivers of
productivity, innovation, and fair
wealth distribution. Strengthening
Europe’s competitiveness therefore
requires sustained investment

in skills, education, and continuous
training rather than the erosion of la-
bour standards. As Mario Draghi has
underscored, competitiveness is built
by raising skill levels and productivity
- not by lowering wages or weaken-
ing worker protections. What Europe
needs is a coherent policy framework
that places quality work at the heart
of its industrial and services policy.

In this perspective, social conditionali-
ties should be seen not as regulatory
burdens but as catalysts for stronger
economic performance. They are also
a tool to ensure that private compa-
nies benefiting from public support
make a meaningful contribution to
social and economic prosperity. And
their benefits are manifold: a more
skilled and engaged workforce, higher
labour market participation, decent
wages, increased consumer demand,
greater tax revenues, regional cohe-
sion, and enhanced societal trust in
democratic institutions. At the EU lev-
el, precedents already exist. For exam-
ple, the latest reform of the Common
Agricultural Policy incorporates social

conditionalities by requiring benefi-
ciaries to respect EU labour standards
and improve working conditions on
farms. While this represents a signifi-
cant step, social conditionalities
should extend beyond mere compli-
ance with existing legislation, actively
shaping more equitable and produc-
tive economic practices.

Furthermore, a unifying requirement
for companies to anticipate and man-
age changes with the democratic par-
ticipation of employees is needed. A
system in which social partners and
works councils jointly negotiate for-
ward-looking transition plans to devel-
op and retain a skilled workforce is all
the more crucial in times of growing
labour and skills shortages. Such an
approach could help bring more con-
crete action to achieve a Just Transi-
tion by reconfirming and strengthening
existing employee rights and promot-
ing a new and comprehensive system
of anticipation and management of
change. To achieve this, a swift and
full legalisation of the recently pro-
posed Just Transition Directive by the
European Parliament is needed.

The Directive must establish a bind-
ing European framework to proactive-
ly address the employment impacts
of the green and digital transitions
across all sectors. It should guarantee
workers concrete rights to training,
reskilling and secure job-to-job transi-
tions, supported by strong social pro-
tection systems. By embedding social
dialogue and collective bargaining at
every level, the Directive would en-
sure that workers and their represent-
atives actively shape the transforma-
tion rather than merely reacting to it.

In this context, the proposed Quality
Jobs Roadmap can only contribute to
these objectives if it moves beyond its
current limited scope and becomes a
strong and binding instrument to genu-
inely improve job quality across Europe.
In its current form, it remains unclear
whether it will sufficiently address key
structural challenges such as low col-
lective bargaining coverage, insufficient
access to training, precarious employ-
ment, and the regulation of complex
subcontracting chains and algorithmic
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management. To effectively tackle
labour shortages and raise producti-
vity, the Roadmap must therefore be
strengthened with concrete legislative
measures that expand workers’ rights,
improve working conditions and ensure
that Europe’s economic transformation
is built on high-quality employment
rather than downward pressure on
labour standards.

Key demands:

- Link EU funding and public pro-
curement to quality job stand-
ards, including collective bargain-
ing, co-determination, job security,
local value creation, and employee
training.

- Binding rules requiring companies
to manage transformation process-
es with democratic employee par-
ticipation and jointly agreed transi-
tion plans.

- Exclude companies that violate
workers’ rights, health and safety
standards, or engage in social
dumping from receiving EU sup-
port or public contracts.

- The Quality Jobs Roadmap must
be adopted as a binding EU instru-
ment to secure high-quality jobs
across industrial and services sectors.

- The EU must introduce effective
enforcement measures for Mem-
ber States that fail to meet their
obligations under the EU Minimum
Wage Directive, including the sub-
mission of an action plan to raise
collective bargaining coverage.

- A swift and full legalisation of the
recently proposed Just Transition
Directive.

5.1.4 Deploy Strategic Public
Procurement and Buy European
Instruments

The European Commission must
strengthen Europe’s strategic autono-
my and reduce dependency on individ-
ual countries. European markets are in-
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creasingly exposed to foreign competi-
tors with overcapacities and dumping
practices, often operating under lower
social and environmental standards.
This puts European companies across
multiple sectors under severe pressure,
threatening industrial value creation,
collectively agreed jobs, and prompting
the relocation of production abroad.

Maintaining and strengthening strate-
gic industrial value creation in Europe
is therefore essential. This includes
not only future technologies - such as
wind energy, batteries, storage sys-
tems, heat pumps, electrolysers, fuel
cells, and carbon capture and storage
(CCS) - but also foundational indus-
tries at the start of the value chain,
including steel, chemicals, glass, ce-
ramics, and cement.

In this context, robust Buy European
clauses are a critical tool to counter
unfair competition, reduce strategic
dependencies, and safeguard industri-
al value creation. DGB and CGIL
strongly support their systematic im-
plementation. The Industrial Accelera-
tor Act, together with the forthcoming
revision of the European Public Pro-
curement Directive, provides a timely
legal and political framework to em-
bed binding Buy European clauses
across public procurement, allocation
of public funding, and auction mecha-
nisms - including the assignment of
sites for renewable energy projects.
However, the current Commission pro-
posal for the Industrial Accelerator Act
falls short of trade union expectations
and would need to be further strength-
ened to fully deliver on its objectives.
A more comprehensive approach with
fewer exemptions and broader techno-
logical coverage is needed.

Public authorities wield substantial
market power, and binding Buy Euro-
pean clauses ensure that public funds
reinforce European value chains rather
than inadvertently supporting non-
European overcapacities. Properly de-
signed, these clauses can enhance in-
dustrial resilience, support the expan-
sion of climate-friendly production,
and support the ramp-up of climate-
friendly production processes and
products in Europe.

A uniform European approach is essen-
tial to avoid a patchwork of national
regulations that would weaken the Sin-
gle Market. DGB and CGIL call on the
European Commission to implement
Buy European clauses without delay,
ensuring Europe’s industrial strength,
strategic autonomy, and the protection
of high-quality employment.

Key Demands:

- Strengthen Europe’s strategic
autonomy by keeping industrial
value creation and production ca-
pacities for both future and foun-
dational industries within Europe.

- Implement binding EU-wide Buy
European clauses in public pro-
curement, funding, and auctions to
counter unfair competition and re-
inforce European value chains.

- Ensure a uniform European ap-
proach to avoid fragmented nation-
al rules, safeguard high-quality jobs,
and protect the Single Market.

5.1.5 Stabilise Key Cost and
Location Factors for Industrial
Competitiveness

High and volatile energy prices are
among the greatest threats to Europe-
an industrial competitiveness. While
recent initiatives, such as the Afforda-
ble Energy Action Plan, represent im-
portant progress, existing measures
fall short of addressing the underlying
structural challenges. Notably, gas
prices — despite accounting for only
around 14 % of electricity generation -
continue to set wholesale electricity
prices approximately 40 % of the time.
This pricing mechanism artificially in-
flates electricity costs and places a
disproportionate burden on energy-
intensive industries.

A fundamental reform of the electrici-
ty market is required. Current pricing
mechanisms, which link electricity
costs to volatile gas markets, create
artificial price spikes that threaten en-
ergy-intensive industries and under-
mine long-term investment planning.



Electricity prices must be decoupled
from gas markets, unjustified profits
in generation and trading must be
curbed, and a European industrial
electricity price should be introduced
to ensure predictable, fair, and com-
petitive energy costs across the EU.

Achieving this requires substantial
public investment across several inter-
related areas. Expanding renewable
energy production will reduce
dependence on fossil fuels, stabilise
supply, and advance climate targets.
Modernising electricity grids is crucial
to integrate decentralised and varia-
ble renewable sources efficiently
while maintaining reliability. Flexible
low-carbon power plants, including
transitional technologies such as hy-
drogen-ready gas or biomass plants,
will provide the backup capacity
needed to meet peak demand.
Strengthening public and municipal
actors is equally essential to coordi-
nate local energy planning, align in-
frastructure with social and industrial
priorities, and support regional devel-
opment. These investments must also
uphold Decent Work in the energy
sector, guaranteeing secure,
high-quality jobs, robust labour stand-
ards, and opportunities for training
and upskilling. A true European Ener-
gy Union is essential to secure a com-
petitive and resilient industrial base.

Industrial competitiveness depends
not only on secure and affordable en-
ergy but also on efficient and sustain-
able transport infrastructure. A high-
performance, transnational rail net-
work is key to connecting industrial
centres with ports, freight corridors,
and high-speed passenger lines. This
must be complemented by maintain-
ing and modernising road networks,
expanding a European charging infra-
structure, and improving the modal
mix holistically across rail, road, wa-
terways, and air transport. Strong
European funding and coordination
are crucial for implementing these
projects effectively, enabling industry
to move goods and people efficiently
and sustainably.

The future of European industry also
depends on a robust hydrogen eco-

nomy and sustainable raw material
supply. Promoting the production of
green - and in the transitional phase,
blue - hydrogen, building a common
import framework, and rapidly ex-
panding the hydrogen network will
underpin industrial production and
jobs. Similarly, European exploration
and extraction of critical raw materi-
als should be facilitated, reducing
dependency on global supply chains
while ensuring higher social and envi-
ronmental standards and minimizing
long-haul transport.

A common European approach to car-
bon management is also needed to
achieve climate neutrality in certain
industrial sectors, in line with the ob-
jectives of the European Green Deal.
Carbon capture and storage (CCS) is
currently the only viable option for
achieving greenhouse gas neutrality
in sectors such as cement and lime
production or waste incineration.

At the same time, captured CO, can
contribute to replacing fossil-based
carbon in industrial production pro-
cesses through carbon capture and
utilisation (CCU).

At the same time, strong European
impetus is needed to accelerate the
scale-up of the circular economy.
Regulatory barriers must be reduced,
in particular by clarifying End-of-
Waste criteria, introducing harmo-
nised standards for recycled material
quality, and aligning approval and
authorisation procedures across
Member States. In addition, binding
recycling targets for critical and stra-
tegic raw materials must be imple-
mented swiftly to strengthen resource
security, reduce dependencies, and
support a climate-neutral industrial
transformation.

Europe must strengthen cross-border
collaboration in future technologies
and innovation to reinforce techno-
logical sovereignty. Initiatives such as
IPCEI, an investment needs-oriented
MFF, and a European Competitive-
ness Fund are key to supporting fu-
ture technologies. Additionally, creat-
ing lead markets for innovative prod-
ucts and processes - such as steel
and cement with common labels and

public procurement incentives - will
secure industrial competitiveness.

Finally, EU needs to adopt an ecosis-
temic vision of the socio-economic
development considering the interde-
pendence between: technological in-
novation, research, production pro-
cesses, ethics and technical issues
and social life. To sustain these transi-
tions, both public and private spend-
ing on universities, research, and de-
velopment must be significantly in-
creased. Public support for firms
should move beyond indiscriminate
tax incentives and instead become se-
lective and conditional, rewarding
alignment with national strategic
goals and virtuous behaviour in in-
vestment, wage policy, and employ-
ment stability (Pianta, 2021).

Key Demands:

- Reform the electricity market to
decouple electricity prices from vol-
atile gas markets and introduce a
European industrial electricity price
to ensure predictable costs and lev-
el playing fields across the EU.

- Invest in cross-border energy
and transport infrastructure:
expand renewable energy produc-
tion, modernise electricity grids,
expand flexible low-carbon power
plants, connect industrial centres,
ports, and corridors, maintain
roads, expand European charging
infrastructure, and improve the
modal mix across rail, road, wa-
terways, and air transport.

- Promote a European hydrogen
economy, including production of
green and blue hydrogen, import
strategy, and network expansion.

- Facilitate sustainable extraction
of critical raw materials within
Europe to reduce dependencies
and meet internal demand.

- Strengthen cross-border collabo-
ration in future technologies to
reinforce technological sovereignty
(IPCEI, needs-oriented MFF, Euro-
pean Competitiveness Fund).
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- Promote the development of a
strong European circular economy
through the upcoming Circular
Economy Act, by removing regula-
tory barriers, harmonising stand-
ards for recycled materials, and im-
plementing binding recycling tar-
gets for critical and strategic raw
materials.

- Create lead markets for innova-
tive products and processes, such
as steel and cement, through com-
mon labels and public procurement
incentives.

5.1.6 Empower Social Partners
and Democratise Industrial Policy

A transformative European industrial
policy must actively involve trade un-
ions to ensure that economic transfor-
mation is socially inclusive, protects
employment, and aligns with the prin-
ciples of the European social model -
equity, democracy, and inclusion. Trade
unions are uniquely positioned to rep-
resent workers’ interests, anticipate so-
cial impacts of structural change, and
promote a just transition that balanc-
es industrial modernisation with social
fairness.

Embedding trade unions in industrial
governance strengthens democratic
oversight, improves transparency,
and ensures that strategic invest-
ments support both productivity and
social objectives. DGB and CGIL de-
mand an improvement of the formal
participation in the governance of EU
investment instruments, such as the
strategic governance board of the
European Competitiveness Fund
and Cohesion Policy funds via the
partnership principle. Trade unions
can guide investment priorities to-
ward strategic sectors while safe-
guarding labor rights, supporting col-
lective bargaining, and promoting
skills development and workforce
training.

In this context, DGB and CGIL also
demand that the proposed Just Tran-
sition Directive be implemented in
full. Currently, efforts for just industri-
al modernisation on EU level lack
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minimum standards and obligations
for Member States and companies to
guarantee workers rights during re-
structuring. This must urgently be
mitigated. Establishing a Just Transi-
tion Directive would allow the EU to
implement industrial strategies that
are resilient, widely supported, and
capable of delivering a fair transition
for all workers.

Key Demands:

- Ensure adequate representation of
trade unions in the strategic gov-
ernance of major EU investment in-
struments (strengthen partnership
principle; include trade unions in
ECF strategic governance board).

- Embed strong labor and social con-
ditionalities across EU-funded pro-
jects (see 5.1.1).

- Implement the EU Just Transition
Directive in full, ensuring that the
EU’s industrial policies comply with
its requirements.

5.1.7 Pursue Targeted
Regulatory Reform, Not
Indiscriminate Deregulation

Acceleration of planning and ap-
proval procedures, particularly for
transformation projects, can en-
hance efficiency. Digital technolo-
gies and the reduction of regulatory
duplication offer additional poten-
tial gains. However, blanket quanti-
tative targets for reducing adminis-
trative burdens or regulations are
problematic. Without careful assess-
ment of the costs associated with
insufficient regulation, such meas-
ures are dangerous. Essential pro-
tections for workers, consumers, and
the environment must not be under-
mined in the pursuit of “bureaucracy
reduction.”

Recent initiatives by the European
Commission, such as the Omnibus
packages and the harmonization of
the so-called “28t™" Regime,” show

a worrying trend toward deregulation.
In practice, Omnibus approaches

often function as blanket deregula-
tion tools, while cost-benefit analyses
are rarely conducted, and the social
and ecological value of regulation is
largely ignored. Impact assessments,
new reality checks, and implementa-
tion dialogues urgently need to take
into account the value of regulation
from the perspective of workers, con-
sumers, and the environment to en-
sure balanced decision-making.

Furthermore, trade unions clearly
oppose attacks on so-called “gold-
plating.” National standards that go
beyond the minimum requirements
agreed at EU level are a legitimate
and democratic instrument for pro-
moting prosperity and social protec-
tion - particularly in the area of em-
ployment and social policy. Argu-
ments about “over-fulfillment” must
not be used to limit higher labour
standards. The ability of member
states to implement EU employ-
ment directives beyond the mini-
mum standards must be protected.

National proposals, such as those
from Prime Minister Meloni or Min-
ister Merz, follow the same deregu-
lation agenda. Blanket targets for
reducing administrative burdens and
accelerated approval procedures ne-
glect the complex trade-offs that
regulation requires. Without careful
evaluation, social protections, en-
vironmental sustainability, and
long-term economic resilience are
at risk. Reducing bureaucracy will
not resolve the structural weakness-
es of the European economy; what
is needed instead is lower energy
prices, a strengthened internal mar-
ket, the development and protec-
tion of strategic industrial sectors,
and the promotion of high-quality
employment.

Key Demands:

- Reject deregulation through the
“28'" Regime” and attacks on so-
called goldplating, and ensure
that regulatory harmonisation
does not lead to any weakening of
workers’ rights or established so-
cial and environmental standards.



- Strengthen administrative ca-
pacity instead of cutting safe-
guards, by improving staffing,
funding, coordination, and digi-
talisation in public authorities to
accelerate planning and approv-
al procedures without limiting
democratic participation.

- Oppose blanket reductions in re-
porting and regulatory obliga-
tions for companies, and ensure
that any simplification measures
are based on thorough impact as-
sessments that fully protect la-
bour rights, consumer protection,
and environmental standards.

- Reform impact assessments and
regulatory reviews to fully ac-
count for the social and ecological
value of regulation, ensuring that
reality checks and implementation
dialogues systematically incorpo-
rate the perspectives of workers,
consumers, and the environment
in balanced decision-making.

5.2 Bilateral Fields of Action

5.2.1 Expanding Sectoral and
Technological Cooperation

DGB and CGIL call for closer coop-
eration between Germany and ltaly
in strategically important sectors
and technologies, including hydro-
gen, battery cells, carbon capture
and utilization/storage (CCU/S),
and green electricity. Joint Ger-
man-Italian industrial strategies
should identify areas of shared in-
vestment and collaborative devel-
opment, ensuring that these part-
nerships strengthen domestic pro-
duction, technological leadership,
and job creation in both countries.

Crucially, such cooperation must ac-
tively involve employees and skilled
workers in planning and implementa-
tion. Their expertise and on-the-
ground experience are essential for
identifying practical solutions, opti-
mizing production processes, and en-
suring that technological advances
translate into secure, high-quality em-
ployment. Employee participation in

cross-border projects strengthens in-
novation while safeguarding workers’
rights and interests.

5.2.2 Circular Economy and
Resource Flows

A circular economy approach should
be implemented through coordinated
planning of material flows between
German and Italian industries. Com-
panies from both countries should
collaborate to reuse and recycle re-
sources, turning each other’s waste
streams into raw materials.

Workers and skilled professionals play
a key role in this process, from de-
signing efficient recycling systems to
implementing circular production pro-
cesses. Involving employees in deci-
sion-making ensures that resource
management strategies are practical,
effective, and socially responsible.
Cross-border cooperation in circular
economy initiatives not only reduces
environmental impact but also cre-
ates stable, sustainable jobs in both
countries, fostering new expertise in
recycling and resource management.

5.2.3 Mandatory Training and
Qualification Measures

All German-Italian cooperation agree-
ments should include binding criteria
for employee training and upskilling.
Continuous professional development
is essential to prepare workers for the
technological and green transformation
of industry, ensuring they can operate
new technologies safely and efficiently.

Investing in human capital is as im-
portant as investing in technology
and infrastructure. Skilled employees
are the backbone of any industrial
transformation: they guarantee pro-
ductivity, innovation, and competitive-
ness. By integrating comprehensive
training programs into bilateral coop-
eration projects, both countries can
secure high-quality jobs, reduce the
risk of workforce shortages, and en-
sure that the benefits of industrial
modernization are shared fairly be-
tween employers and employees.
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6.
Conclusion

Europe’s current economic and industrial crisis is not the
result of excessive regulation or an oversized welfare
state, but of long-standing structural weaknesses and
political underinvestment. High energy prices, persistent
investment gaps, fragile value chains, unfair global com-
petition and growing geopolitical uncertainty are under-
mining Europe’s industrial base, employment quality and
social cohesion. Germany and Italy illustrate in different
ways how delayed transformation, insufficient public and
private investment, and the absence of a coherent indus-
trial strategy have left economies vulnerable to external
shocks.

The response cannot be limited to deregulation, austerity
or generalized cuts. Such approaches fail to address the
real causes of the crisis and risk deepening economic di-
vergence, social inequality and political instability. What
is needed instead is a new, mission-oriented European in-
dustrial policy that combines economic transformation
with social progress.

This paper shows that an effective industrial policy must
be based on long-term public investment, coordinated
European governance, and active protection against low-
cost and unfair competition, e.g. through the introduc-
tion of Buy European preference criteria. It must prior-
itize affordable energy, innovation, skills and training,
high-quality employment, and strong social conditionali-
ty in public support and procurement. Instead of general
attacks on social and environmental standards, we need
faster planning and permitting procedures, and stable,
predictable frameworks for investment.

A renewed European industrial strategy is not only an
economic necessity, but a political choice. Investing in in-
dustry means investing in decent work, resilience, and
Europe’s capacity to shape its own future. Only through
coordinated action at European, national and bilateral
level can industrial transformation become socially just,
economically sustainable and politically legitimate.

28 Friedrich-Ebert-Stiftung e.V.



References

Bergamante, F., & Mandrone, E. (2023). Rapporto Plus 2022. Comprendere la com-
plessita del mercato del lavoro. Inapp.

Bertelsmann Stiftung (2026). Innovative Milieus 2026: Die Innovationsfdhigkeit der
deutschen Unternehmen in schwierigen Zeiten. Verlag Bertelsmann Stiftung, https://
www.bertelsmann-stiftung.de/de/publikationen/publikation/did/innovative-milieus-2026.

Blind, K., & Miinch, F. (2024). The interplay between innovation, standards and regu-
lation in a globalising economy. Journal of Cleaner Production, 445, 141202.

Bundesagentur fur Arbeit (2026). Eckwerte Arbeitsmarkt.
Bundesfinanzministerium (2025). Glossareintrag Schuldenbremse.

Bundesverband der Industrie (2024). Standort D mit Investitionen staken Externer,
https://bdi.eu/publikation/news/standort-d-mit-investitionen-staerken.

Celi, G., Guarascio, D., & Simonazzi, A. (2020). A fragile and divided European Union
meets Covid-19: further disintegration or ‘Hamiltonian moment’? Journal of Indu-
strial and Business Economics, 47(3), 411-424.

Crespi, F., & Guarascio, D. (2019). The demand-pull effect of public procurement on
innovation and industrial renewal. Industrial and Corporate Change, 28(4), 793-815.

Destatis (2026a). Employment figures largely unchanged in 2025. Statistisches Bun-
desamt, https://www.destatis.de/EN/Press/2026/01/PE26_001_13321.html.

Destatis (2026b). Exporte im Dezember 2025: +4,0 % zum November 2025. Statistisches
Bundesamt. Exporte im Dezember 2025: +4,0 % zum November 2025 - Statistisches
Bundesamt.

Deutsche Industrie- und Handelskammer (2024). “Ausbildung in Zahlen: 2024.”
Dihk.de, 2024.

DGB (2024). An EU Future Fund for sustainable competitiveness and social cohesion
[Position paper], https://www.dgb.de/fileadmin/download_center/Positionen_und_
Thesen/2024-05-30_Position_EU-Zukunftsfonds.pdf.

DGB (2026). DGB position on the European Commission proposal for a regulation es-
tablishing a European Fund for economic, social and territorial cohesion, agriculture and
rural, fisheries and maritime prosperity and security within the 2028-2034, Multiannual
Financial Framework (MFF). Deutscher Gewerkschaftsbund, https://www.dgb.de/filead-
min/download_center/2026-01-16_DGB_Position_Paper_MFF_Multi-Fund_EN.pdf.

DIHK.(2025). DIHK-Sonderauswertung zu Auslandsinvestitionen. https://www.dihk.
de/de/newsroom/dihk-sonderauswertung-zu-auslandsinvestitionen--1572467.

Di Nunzio, D. (a cura di). (2025). Il lavoro povero. Fattori di vulnerabilita e azioni di
contrasto. Roma: Futura Editrice.

Dullien et al. (2024). Herausforderungen fur die Schuldenbremse: Investitionsbedarfe
in der Infrastruktur und fir die Transformation, Institut fir Makro6konomie und Kon-
junkturforschung, IMK Policy Brief 168/2024.

EIB (2024). The effect of uncertainty on investment: Evidence from EU survey data
(No. 2024/02).

ETUC (2024a). A European Industrial Policy for Quality Jobs
ETUC (2024b). Industrial policy for quality jobs: Trade and industrial policy.

European Commission (2025). Simplification, https://commission.europa.eu/law/law-
making-process/better-regulation/simplification-and-implementation/simplification_en.

Ferrucci, G., & Tati, V. (2025). Dieci anni di Jobs Act: i numeri del lavoro. Fondazione
Di Vittorio, Roma.

FES (2025). Antidemokratische Wahlerfolge im ungleichen Deutschland. Demokra-
tiestitzende Aspekte der Daseinsvorsorge.

Gallino, L. (2003). La scomparsa dell’ltalia industriale. Torino: Einaudi.
Gehringer, A. (2023). Calibrating the EU’s Trade Dependency. Survival, 65(1), 81-96.

Germann, J. (2022). Global rivalries, corporate interests and Germany’s ‘National In-
dustrial Strategy 2030’. Review of International Political Economy, 1-27.

Guarascio, D., & Dosi, G. (2016). Innovazione tecnologica, politiche industriali ed
evoluzione delle industrie.

Guarascio, D., Reljic, J., & Zezza, F. (2025). Energy vulnerability and resilience in the
EU: concepts, empirics and policy. Journal of Industrial and Business Economics, 1-44.

Guarascio, D., Reljic, J., Cucignatto, G., Celi, G., & Simonazzi, A. (2023). Between a
rock and a hard place. Long-term drivers of EU structural vulnerability (No. 237).
Department of Economics and Law, Sapienza University of Roma.

Gurtzgen, Nicole, Alexander Kubis & Martin Popp (2025). IAB-Monitor Arbeitskrafte-
bedarf 1/2025: In den meisten Branchen ist das Stellenangebot rucklaufig (Serie
LArbeitskraftesicherung®). In: IAB-Forum H. 20.06.2025. DOI: 10.48720/1AB.
FO0.20250620.01.

Heilmann et al. (2024). Was kostet eine sichere, lebenswerte und nachhaltige Zukunft?
Offentliche Finanzbedarfe fiir die Modernisierung Deutschlands, 9.9.2024, https://
dezernatzukunft.org/wp-content/uploads/2024/11/Heilmann-et-al.-2024-Public-
financing-needs-for-the-modernisation-of-Germany.pdf?

Heimberger, P., & Dabrowski, C. (2025). Achieving geoeconomic goals by boosting the
economy without raising the public debt ratio? New evidence on the effects of public
investment in the European Union (No. 99). Policy Notes and Reports.

Huther (2024). Mehr Schulden sind méglich - und zugleich stabile Staatsfinanzen,
9.12.2024, Externer Link:http://www.zeit.de/wirtschaft/2024-12/reform-schulden-

bremse-haushalt-bofinger.

Institute for Employment Research (IAB), (2025). Labour demand for Germany’s ener-
gy transition and climate adaptation.

ICIS (2024). Germany chemical production falls to lowest level since 1995.

IndustriAll (2024). A European investment plan for good industrial jobs, Position
Paper 157/2024.

ifo Institute (2025a). More third companies in Germany are short orders?, https://
www.ifo.de/en/facts/2025-08-08/more-third-companies-germany-are-short-orders.

ifo Institute (2025b). ifo Business Survey. Companies in Germany Have More Difficulty
Finding Suitable Skilled Workers. 08/2025. Unternehmen finden schwerer geeignete

Fachkrafte | ifo Konjunkturumfrage | ifo Institut.

ifo Institute (2026a). Capacity utilization in Germany slowly rising, https://www.ifo.
de/en/facts/2026-02-10/capacity-utilization-germany-slowly-rising.

IGBCE (2024). Tarifkompromiss in der Chemie: Insgesamt 6,85 Prozent mehr Entgelt
und ein freier Tag exklusiv fur IGBCE-Mitglieder.

|G Metall (2025). Zukunft der Automobilindustrie am Standort Deutschland.
Institut der Deutschen Wirtschaft (2025). IW-Report 2025.

Istat (2024). Rapporto annuale 2024. Roma.

Istat (2025). Rapporto sulla competitivita dei settori produttivi. Roma.

IW & IMK (2024). 600 Milliarden Euro fur eine zukunftsfahige Zukunft. Institut der
deutschen Wirtschaft (IW) & Institut fiir Makrodkonomie und Konjunkturforschung
(IMK), https://www.iwkoeln.de/presse/pressemitteilungen/michael-huether-si-

mon-gerards-iglesias-600-milliarden-euro-fuer-eine-zukunftsfaehige-wirtschaft.html?

Kalpadakis, G. (2025). Beyond the deregulation dilemma: the European’regulatory
state’at crossroads.

KfW Research (2025). Municipalities complain about worsening investment backlog.
KfW Bankengruppe, https://www.kfw.de/About-KfW/Newsroom/Latest-News/Presse-
mitteilungen-Details_855680.html.

Koch, Cédric M.; Biegon, D. (2026). Public investment in the proposed 2028-2034
EU budget. FEPS Policy Brief.

Lucchese, M., Nascia, L., & Pianta, M. (2016). Industrial and technological policy.
The case for Italy. Argomenti, 4(4), 1-26.

OECD (2024). OECD Employment Outlook 2024. Paris: OECD Publishing.

References 29


https://www.bertelsmann-stiftung.de/de/publikationen/publikation/did/innovative-milieus-2026
https://www.bertelsmann-stiftung.de/de/publikationen/publikation/did/innovative-milieus-2026
https://bdi.eu/publikation/news/standort-d-mit-investitionen-staerken
https://www.destatis.de/EN/Press/2026/01/PE26_001_13321.html?
https://www.destatis.de/DE/Presse/Pressemitteilungen/2026/02/PD26_042_51.html?
https://www.destatis.de/DE/Presse/Pressemitteilungen/2026/02/PD26_042_51.html?
http://Dihk.de
https://www.dgb.de/fileadmin/download_center/Positionen_und_Thesen/2024-05-30_Position_EU-Zukunftsfonds.pdf
https://www.dgb.de/fileadmin/download_center/Positionen_und_Thesen/2024-05-30_Position_EU-Zukunftsfonds.pdf
https://www.dgb.de/fileadmin/download_center/2026-01-16_DGB_Position_Paper_MFF_Multi-Fund_EN.pdf?
https://www.dgb.de/fileadmin/download_center/2026-01-16_DGB_Position_Paper_MFF_Multi-Fund_EN.pdf?
https://www.dihk.de/de/newsroom/dihk-sonderauswertung-zu-auslandsinvestitionen--157246?
https://www.dihk.de/de/newsroom/dihk-sonderauswertung-zu-auslandsinvestitionen--157246?
https://commission.europa.eu/law/law-making-process/better-regulation/simplification-and-implementation/simplification_en
https://commission.europa.eu/law/law-making-process/better-regulation/simplification-and-implementation/simplification_en
https://dezernatzukunft.org/wp-content/uploads/2024/11/Heilmann-et-al.-2024-Public-financing-needs-for-the-modernisation-of-Germany.pdf?
https://dezernatzukunft.org/wp-content/uploads/2024/11/Heilmann-et-al.-2024-Public-financing-needs-for-the-modernisation-of-Germany.pdf?
https://dezernatzukunft.org/wp-content/uploads/2024/11/Heilmann-et-al.-2024-Public-financing-needs-for-the-modernisation-of-Germany.pdf?
http://www.zeit.de/wirtschaft/2024-12/reform-schuldenbremse-haushalt-bofinger
http://www.zeit.de/wirtschaft/2024-12/reform-schuldenbremse-haushalt-bofinger
https://www.ifo.de/en/facts/2025-08-08/more-third-companies-germany-are-short-orders
https://www.ifo.de/en/facts/2025-08-08/more-third-companies-germany-are-short-orders
https://www.ifo.de/fakten/2025-08-21/unternehmen-finden-schwerer-geeignete-fachkraefte?
https://www.ifo.de/fakten/2025-08-21/unternehmen-finden-schwerer-geeignete-fachkraefte?
https://www.ifo.de/en/facts/2026-02-10/capacity-utilization-germany-slowly-rising?
https://www.ifo.de/en/facts/2026-02-10/capacity-utilization-germany-slowly-rising?
https://www.iwkoeln.de/presse/pressemitteilungen/michael-huether-simon-gerards-iglesias-600-milliarden-euro-fuer-eine-zukunftsfaehige-wirtschaft.html?
https://www.iwkoeln.de/presse/pressemitteilungen/michael-huether-simon-gerards-iglesias-600-milliarden-euro-fuer-eine-zukunftsfaehige-wirtschaft.html?
https://www.kfw.de/About-KfW/Newsroom/Latest-News/Pressemitteilungen-Details_855680.html?
https://www.kfw.de/About-KfW/Newsroom/Latest-News/Pressemitteilungen-Details_855680.html?

Pavitt, K. (1984). Sectoral patterns of technical change: towards a taxonomy and a
theory. Research policy, 13(6), 343-373.

Pianta, M. (2021). La politica industriale al tempo del PNRR. il Mulino, 70(2), 152-162.

Reuters (2024). Thyssenkrupp to cut 11,000 jobs at steel division in major corporate
shakeup | Reuters.

Rodrik, D. (2022). An industrial policy for good jobs. Hamilton Project - Policy Pro-
posal. Washington, DC: Brookings Institution.

Rodrik, D., Juhdsz, R. & Lane, N. (2024). The new economics of industrial policy.
Annual review of economics, 16(1), 213-242.

Rugiero, S., Travaglini, G., & Bellocchi, A. (2024). Sostenibilita, innovazione: percezioni
e prospettive per l'azione sindacale. In D. Di Nunzio (a cura di), Inchiesta sul lavoro.
Condizioni e aspettative (pp. 223-250). Roma: Futura Editrice.

Schneemann, Christian, Jonas Krinitz & Johanna Zenk, (2025). Arbeitskrafteengpasse
konnten die Umsetzung von Klimaschutz und Klimaanpassung hemmen (Serie ,Folgen
des Klimawandels fur()den deutschen Arbeitsmarkt“). In: IAB-Forum H. 18.08.2025.
DOI:10.48720/1AB.FO0.20250818.01.

Verband der Automobilindustrie (2025). Jahreszahlen der deutschen Automobilindustrie.
VCI (2025). Jahresbilanz 2025: Chemie- und Pharmaindustrie weiter unter Druck. Ver-
band der Chemischen Industrie (VCI), https://www.vci.de/presse/pressemitteilungen/

jahresbilanz-2025.jsp.

Wirtschaftsvereinigung Stahl (2025). Daten und Fakten zur Stahlindustrie in Deutschland.

30 Friedrich-Ebert-Stiftung e.V.


https://www.reuters.com/markets/commodities/loss-making-thyssenkupp-steel-slash-5000-jobs-by-2030-2024-11-25/
https://www.reuters.com/markets/commodities/loss-making-thyssenkupp-steel-slash-5000-jobs-by-2030-2024-11-25/
https://www.vci.de/presse/pressemitteilungen/jahresbilanz-2025.jsp?
https://www.vci.de/presse/pressemitteilungen/jahresbilanz-2025.jsp?

About the authors

This report is the result of the joint working group on
Industrial policies between the Italian and German trade
unions Confederazione Generale Italiana del Lavoro (CGIL)
and Deutscher Gewerkschaftsbund (DGB), in collaboration
with Fondazione Di Vittorio (FDV) and Friedrich-Ebert-
Stiftung (FES).

Members of the working group: Michele Azzola, Andrea
Malpassi, Salvatore Marra (CGIL); Frederik Moch, Leon

Hasselmann, Sonja Hennen (DGB); Valerio Tati, Serena
Rugiero, Daniele Di Nunzio (FDV); Michael Braun (FES).



Industrial Policies in Europe: Crises and Perspectives

This joint report by CGIL, DGB, Fondazione Di Vittorio and Friedrich-Ebert-Stiftung
examines the deep structural challenges facing European industry, with a particular
focus on Italy and Germany. Against the backdrop of economic stagnation, underin-
vestment, high energy costs and growing global competition, it argues for a new in-
dustrial policy based on strategic public investment, social justice and democratic
participation. The publication outlines concrete proposals for a more resilient, innova-
tive and inclusive European economy, in which industrial transformation goes hand
in hand with quality jobs, stronger social cohesion and greater strategic autonomy.

Further information on this topic can be found here:
7 fes.de

Friedrich
Ebert®

Stiftung



http://www.fes.de

	1. Introduction 
	2.
	European Context
	5. Shaping Europe’s Industrial Future: Pillars of a Transformative Policy
	6. Conclusion

