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Conclusions and recommendations

Industrial policy should identify and enable oppoities for global sustainable and inclusive
future growth. Nobody should be left behind.

Europe must maintain its ambition to restore tharatof industrial production to previous
levels, fine-tuning this objective by means of kmgrformance indicators. Europe's industrial
policy (between DGs, Member States, regions) néedse improved, being part of complex
cross-border value chains in an increasingly giebdlmarket. Aholistic approach is needed
to reconcile growth, climate, environmental challes and societal problems in "pust
transition" design, effectively connecting national and EWelrs.

EuroperEUnaissance means a fully-fledgedmaster plan for European industry, mainstreaming
industrial policy across all EU policies, enablingustry to transform in order to make Europe
the largest knowledge economy, generating induisttled value througlereativity and
smart design social innovation and fosteringnew sustainable and inclusive industrial
models(the Made in Europe brand).

If EU climate and Circular Economy policies arecteate jobs in Europe, it is crucial that the
key parts of the value chain enabling those pdid& located in Europe. Therefore, it is
important that the EU Strategy recognises the itapoe of value chains and addresses
ambitious measures to develop these further. Raliaar focusing on individual sectors, the
Strategy should ensure attractive operating canditin Europe. To ensure Europe's continued
role in the global economy, the measure of sucebsald be the potential of individual
European value chain links to be integrated inbgl value chains, i.e. European suppliers
should be able to compete globally and not jugiurope.

Improvements in education and training for new j@b& services should also be closely
interlinked with R+D+i policies and with the creati of work-based learning, extending Skills
Agend& to key industry sectors, such as constructioregl sfgaper, green technologies and
renewable energies, manufacturing and maritimepaigp

To ensure Europe's technological leadership, the&sEERlso recommends stepping up
investments in game changing and disruptive tedgies such as artificial intelligence and
robotics, the Internet of Things, data analytid3,#inting, new and nano- materials, enhanced
virtual reality, bio-economy, sustainable food, idigtechnologies, neurotechnologies, nano-
electronics, ocean and space exploration, etc.

The 2021-2027 multiannual financial framework must make the most specific and detailed
provision possible for the additional budget researto be allocated to each individual sector,
R+D+i and cohesion policies in particular.

Ongoing implementation of the Blueprint for Seata€ooperation on Skills
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The EESC underlines thimstitutional governanceshould be enhanced, including in its impact
assessment not only the economic, but alseronmental and societaimpact along the whole
value chain.

To make the whole industrial value chain more snatde, the EESC firmly supports the
Commission's road map on financing sustainable (l;}ZQV\buiIding a sustainable finance
taxonomy that reorientsresponsible savings to sustainable investment&nhancing the
European Strategic Investments (sound combinaftigheoplanned InvestEU Fund and private
financial sources).

The EESC is again strongly supporting gatden rule on public investment not only in co-
financing the strategic investment projects bub ats all sustainable investment projects in
relation to the positive progress of the unifietl classification system for sustainable
activities (or taxonomy), to give new development opportesitio those European countries
most punished by the crisis.

Financing instruments: Creation of a level-playing field, provision of kic funding for
industrial scale projects (up to 75% or more, #tified, of the investment cost), increased
preferential loans and access to credit. Accegsuldic grants for actions that focus on "de-
risking" intrinsically high-risk breakthrough prajs.

The most productive sectors (with the highest ad@dak) are also those in which innovation is
highest. In addition, those sectors which are silife more stringent environmental regulation
are also characterised by higlpatenting levels, arguably as a result of regulatory preﬁsur

A major driver of regulatory cost is the implemdimta of EU policies viaDelegated or
Implementing Acts. Technocratic compliance procedures without defjnthe most cost-
effective ways to achieve the desired regulatongaues are slowing the innovation capacity
of industry players, particularly SMEs.

Sustainable developmenaindcompetitivenessmust go hand in hand. The EESC demands that
products standards to set up in the EU have to ddebsnboth domestic and foreign producers
and are enforceable at the border. Therefore, it®pof products that do not respect
environmental and social rulesiean that EU industrial sectors face serious barrie
responding to societal needs and demands witheegpsustainability.

The EC should strictly monitor the proper implenagioin of EU Free Trade Agreements
(FTAs), including simple and clear rules. Sustailitgbchapters in FTAs must promote
implementation of ILO labour standards and thl Principles on Business and Human

COM(2018) 97 final

ftp://ftp.unibocconi.it/pub/RePEc/bcu/papers/ief@@mpdf
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Rights4 establishing minimum cross-cutting conditions tlhahnot be substituted (rights of
vulnerable people, good fiscal governance, et@gifRocity in trade relations (e.g. investments,
public procurement, subsidies) should be guaranteed

An enlarged social dialogueat different levels is necessary to properly asalgnd provide
joint responses to global value chains in sustdénedimpanies in which workers have a voice.

The EESC calls on the European Commission to estalhdustrial competitiveness and
leadership as a top political priority and to miti an EU Industrial Strategy Programme. It
urges the Commission to publish an annual repottherresults of the EU Industrial Strategy
touching on all the Commission’s relevant policsidis.

Megatrends - Only one world

Today industry is facing a deep transformation reigg the huge scope of the digital
transformation and low-carbon economy. Renewab&gnwill replace fossil fuels, data are
becoming the new dominant raw material and therriete(of things) has become the most
important way to communicate. Linear production eledwill give way to more circular
production-consumption-recycling systems, while sngzoduction will be replaced by
customised production processes. A modern induseggns production and innovation in a
network of closely cooperating actors from large simall and medium-sized enterprises,
extending up to linked services along the valuerchénowledge has replaced labour or capital
as the most important factor. Europe’s long-teriusirial strategy has to integrate all these
(disruptive) challenges, to enter a phase onlyliegded in human history by the shift from the
Palaeolithic to the Neolithic: the Infolitiic

Most academic research warns that 20-50% of jobsccording to the sector involved, will be
replaced around 2030 by technologies and rolSotinew jobs will however be created,
although with greater disparity in terms of geotmgpsector and skills. The challenge facing
European industrial policy is to prevent the EB régions and citizens from being excluded.

The digital transformation is having an effect dhiadustry's main resources: natural and
environmental, labour and capital (physical, tedbgical and institutional). To properly
manage its social effects, a new valuation of themesources or capital stocks from which the
main income streams will flow, country by countrydasector by sector, is needed.

Large sections of Europe's industry are more ane ependent on external exports or are part
of complex cross-border value chains, in an inéngés globalised market. At the same time,

European Parliament resolution of 4 October 281 8the EU’s input to a UN Binding Instrument oartsnational corporations and

other business enterprises with transnational chematics with respect to human rights (2018/2R&R)"
http://www.europarl.europa.eu/sides/getDoc.do?type&reference=P8-TA-2018-0382&format=XML&language=EN

Litico, da "lisi", sciogliere (cfr. elettro-lisiglistribuire. Informazioni distribuite

Acemoglu, D. and P. Restrepo (2017), "Robots ahd:jevidence from US labour markets", NBER Workitaper no. 23285.
Arntz, M. T. Gregory and U. Zierahn (2016), "Thskriof automation for jobs in OECD countries: a canagive analysis", OECD
Social, Employment and Migration Working Papers188.
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the EU is confronted with the dissemination of "Aioa First"-policies, resulting in a growing
risk of trade wars from which there would be nomérs, only losers. They are also a threat to
the post-war multilateral economic order. Finaltgere is the rise of centralised state-led
economic models.

A fair transition towards a more sustainable indugtwards 2056requires Europe to face the
following challenges:

» Continued climate change and deteriorating enviemal conditions

» The depletion of the earth's natural resourceshardiversity loss

» The digitalisation of most industrial sectors whllur the borders between industries and
between physical and the virtual world, open sactornew entrants with a reduction of
manual work as a consequence

* Social inequalities, including growing polarisatioan labour markets and youth
unemployment, people left behind in regions withlidéng industries

* Public loss of trust in government, the politicatablishment, and the EU and its governance
structures, as well as other institutions

» Demographic changes: ageing, migration, strong tfraa the world population and new
environmental awareness

» Concentration of the population in megacities, wittegration of infrastructure networks,
artificial intelligence, machine and deep learning

« Shift in consumer preferences (changing consumdraeur, more environmental
awareness, regulation of consumer behaviour byigpabthorities).

A long-term vision should simultaneously contemplall these trends. Understanding the
challenges and how to transform them into oppotieswill be a major priority for Europe’s
industrial policy. The complex design of the resgmrequires the involvement of all relevant
stakeholders, with a shared responsibility. Itsceas depends on the efforts and cooperation of
the EU institutions, Member States, regions andtnimagortantly on the active role of industry
itself.

The transition: an EU committed to maintaining comgetitiveness through sustainability

In order to tackle the multiple and unprecedenteallenges industry has to face, Europe has
opted to boost its competitiveness by enhancing ghality of its products and services,
implementing a strategy of differentiation by rewgoand industrial sectors with the aim of
generating growth and employment through the vallded bycreativity and smart design
social innovationandnew sustainable and inclusive industrial models

Some encouraging indicators are already emergiriguimope, such as its 40% share of world
patents in renewable technologies. New and seriosiatches are however occurring between
educational and training functions, business itn&s and the new skills needed by industry.

See SC/047 OJ C 81 of 2.3.2018, p. 44.
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Another major brake on industrial development axrésirope can be explained by the
fragmented nature of European Union policies, in both geographicatl ssectoral terms.
Moving away from 28 different policies for each irstkial sector towards a global focus for EU
industrial policy requires synchronisation with reei@es to complete EMU (fiscal and banking
union in particular), the development of a Europdevmarket for venture capital and the
adoption of a sustainable financing model, ensurbajanced and harmonised growth
throughout the European Union.

Understanding whether increased green innovatienhsincing innovation in other sectors, and
also its effects on industrial input prices, isiamportant step towards assessing the effects of
environmental policy on countries’ competitivenasswell as to better planning environmental

policy.

It also requires a strong focus on the potentiaBBfEs in branches that provide high-level
innovative knowledge-based services. InnovatioRunope typically often emerges from small
sized structures and the export of high level kreolge based services has a pioneering role for
the market positioning of related industries.

If Europe is to win back leadership of the knowledgdustry or of intangible capital, industrial
cooperation and coordination between Member Stetekey when developing European
innovation. The EESC wishes to stress the impoetaot Common European Interest,
innovative public private partnerships and of regio cooperation throughout smart
specialisation strategies.

Global and holistic strategy

Economies that are more intensely involved in dlebdue chains (GVCs) are better at creating
added value. The EU should consequently oppos@raectionism with greater determination,
as it could aggravate the recent blockage in tbevr of involvement in such chains.

There is an opportunity to linglobal value chainswith thelocal economic fabrig fostering

the development of local economies, together withugtive technologies (block chain, 3D
printers, robotics, the Internet of Things, enestgrage, renewable energy, big data, genetic
biology, nanotechnology, etc.), with an inclusiweds: they can also pave the way for local
production with lower-cost inputs, especially ifetiprosumer profile is adopted (and well-
regulated), promoting the development of productawed inclusive micro-businesses, in
complementarity with the major global value chains.

The new paradigm o$ustainability as a factor for competitivenessgeared to a long-term
approach, aims to mobilise, align and secure seffiqoublic and private resources to achieve
the objectives set out in the EU's policies. Priogjcsufficient resources is crucial to ensuring
fair, balanced and inclusive transformation, in atthno-one is left behind or excluded from the
playing field and in which public interests such @msumer protection, health, safety and
guality remain high priorities.
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European industry's sectoral initiatives and aflento shape thblew Skills Agendaand
compile a catalogue of well-structured initiativiesstrengthen or adjust existing programmes
(Erasmus+ the New European Agenda for Culture) at implement new ones must reach the
EU-27 as a whole as soon as possible, ensuringragitigal diversity and the close
involvement of local authorities.

At the same time, the EESC strongly backs the pusmultistakeholder dialogueforums, the
joint development of innovative strategies and tpilghemes of illustrative value, joint
experimentation, exchange of best practice andlagviess to follow up and evaluate projects
in detail. It also points out that all actors iretimdustrial value chain must be brought in, as
must consumers. The High-Level Industrial Roundtalthe High Level Group for Energy-
Intensive Industries and the High-Level Group onm@etitiveness and Growth should be
mentioned in this regard.

It is essential to improve the EU's capacity toestvand to close the gap between the
formulation of sector policies and the financiabéstment made, by increasing allocations to
the EFSI 2.0 and the investment-related structfwalds in order to reach regions and
populations that have fallen behind during the yeddrcrisis, and channelling the EU's recent
external surplus and that of the public authoritits investment that modernises our industrial
infrastructure and thus contributes to an incréageoductivity and economic growth.

Institutional EU industry governance

Long-term EU action plans (EU2020, climate plart,)eshould be mirrored by industrial
action plans. Creating synergies between differgalicy initiatives (circular economy,
innovation, transport policy, trade, skills, regwmolicy) would definitively contribute to
maximising their impact.

Transparency is a decisive factor in ensuring the success isfglocess. Industry as a whole
must ‘act and communicaté by providing high-quality information (relevantgrifiable and
comparable) to allow precise measurement of firsrasid non-financial impacts throughout a
product's global value chain.

The Sustainable Development Goals (17 SDGs andel&fed targets) and the Paris agreement
on climate change serve as a pointer towards thremom good, but there is an urgent need to
adapt and extend indicators by means of a commahatielogy combining quantitative and
gualitative parameters and monetising externalifids®e new set of indicators must include
those touching on the global value change dimensétecting the EU's values.

The EESC calls focodes of conducto be introduced for the internationalised segsenthe
European product or service value chain, as iscds® of sustainable food, many of which
remain beyond legal governance. It also calls flmser market surveillance and for the
introduction of deterrents or penalties for prassiharmful to sustainability, such as planned
obsolescence.
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StrengthenedResponsible Research and Innovatiomas part of a bottom-up approach. More
accurate prediction of specific sectors, regiorrdyion, and matching of investment with the
EU's strategic objectives for 2030 and perspectfue.s‘ZOS(?. The EU should also guarantee
that the first application of publicly-funded R&Dust take place inside the EU. The 3% -
objective for R&D investments - should finally behéeved (currently only 1.9%, lower than
China's 2.2%). Disruptive technologies need to tmmpanied by roadmaps that address the
challenges and conditions related to their uptakeduding the economic, regulatory and social
impact).

The 2021-2027 multiannual financial framework must make the most specific and detailed
provision or the additional budget resources talecated to each individual sector, R+D+i

and cohesion policies in particular. Public supmrould be increased at all stages of the
innovation cycle, including support to start-upspabnstrators and pilots, collaborative RTD

projects, technology diffusion, etc.

The EU capital markets union and industrial develept should allow public and private
savings to be mobilised via secure pathways ranfgorg socially responsible investment (SRI)
to corporate social responsibility (CSR). EMAS iiedtion could also optimise and balance
financial yields with vectors for sustainability.

A fair policy transition by 2030 means not only @wating for the people and investing in jobs
for the workers but alsmnovating with the people and with the workers getting them into
decent new jobs. In this regard, The EESC undevlitteat manufacturing must remain
technology-neutral.

Gaining ambition in the action plan for European industry

Building a learning society is a basic condition iftnovative and competitive industry. Europe
cannot compete with emerging economies on the basigges; it has to be smarter. Skills are
also key for employees not only to increase theipleyability but also for job security, social
integration and better opportunities in life, intheg in the permanent up- and re-skilling of
workers, the promotion of quality education, tramiand professional development throughout
the working life. A more ambitious "New skills agknfor Europe" is needed, reviewing the
European Key Competences Framework for assuringpthaple acquire the knowledge and
skills that industry requires to strengthen Eurepeconomy resilience as well as promoting
sustainable development (target 4 of the UN SDGS).

Improved knowledge transfer mechanisms betweereusity + research centres and industrial
sectors + their employees.

Quite often SMEs are the pioneers in the developroérhigh-level innovative goods and
services, but they often lack the means to briegehinnovations to a larger market. In line with
the 2030 EU industrial policy priorities, an exteesrange of possible stimuli and benefits

As set out in EESC opinion SC/0@0 C 81, 2.3.2018, p. 44
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harnessing the strength of the rewards-based pesp&an public framework is needed,
especially geared to SMEs, but also including ther&l professions as pioneers in provision
and export of innovative high-level knowledge-basediices:

Strategic public procurement is an important lesfeéndustrial policy. Its potential should be

fully exploited by integrating innovative, greendasocial criteria in public tenders instead of

just looking for the lowest price. The EU shoulghgaort authorities in this respect by giving

guidance, setting up a helpdesk, supporting thenptg of large infrastructure projects, and

enhancing the exchange of best practices

» Support for internationalisation

* A sandbox for multistakeholder experimentation,psrp for prior validation of innovation
solutions

» Clustering (sectoral, horizontal and vertical) atakt-up incubators, boosting links between
industrial actors in order to share and exchangeurees

» Specialised, high added value mentoring, regulatimgs between start-ups and established
businesses in the sector to liaise on plans atidtines

» Tax benefits and public guarantees to support inversts

* etc.

Stimulating knowledge and consolidation of thew sustainable economic modeg\sboosting
social innovation (new people-centred ways of meeting society's sjeasl a result of applying
emerging methods.

Special attention has to be given to less develagpsl industrial transition regiontocal
developmentagencies and the range of tools they have muat sarmotors for the creation of
"microclimates" or "ecosystems" that bring togethied catalyse the growing synergies between
manufacturing and services, starting with the nedédsdividual people and of areas.

The role ofinternational trade is crucial to meet the challenges of sustainabtiustry.
Review and improvement of preferential free tradmaties and agreements (from GATT to
TTIP), introducing a degree of conditionality tigml sustainability commitments. Establishing
red lines: legal and fiscal governance, resolutiboff shore differences, minimum social and
environmental thresholds. Reciprocity in trade tietes (e.g. investments, public procurement,
subsidies) should be guaranteed.

Creation of a sectoral agenda Balanced management of the transitioriowards a low-carbon
circular economy: setting sector and geographizd gargets, introducing roadmaps reflecting
real circumstances, the impact of the cost of gnangl other inputs.

Upgrading industry for the digital age will trangfo European industry into a highly
information- and knowledge-intensive manufacturgygtem Therefore the EESC wishes to
stress the following priorities:

See EESC exploratory opinion SC/048. Refere®deC 81, 2.3.2018, p. 57
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» Full promotion of the use of information technolegin tackling societal challenges

» Developing an EU-wide "high performance" digitdrastructure

» Address the large disparities in digitisation tlxsist between regions and between large and
small companies

» Accelerate the development of ICT standards

* Address the social dimension of digitisation: impan quality and quantity of jobs,
regulating the sharing economy to prevent unfaingetition

» Digital intelligence should be increased at allfpssional levels; digital skills should be
promoted at all levels of education (from schodifedong learning)

» Defining new rules for taxing the digital economy

» Ensuring cyber security.

Secure, sufficient and sustainable energy are keyites for industry and society. Renewable
power needs to be available at a competitive piités will also require huge investments in
smart grids and interconnectivity as well as inakthrough technologies in energy storage.
Smart Carbon Usage will also help reuse the weeteoo and hydrogen, which is currently
burnt, to generate power, to produce syntheticsfaeld chemicals. The use of these products
could significantly accelerate overall.

CO, reduction in the combined steel/chemicals/trantsgector. These synthetic fuels or
feedstocks should be promoted in the Renewablegiigirective.

The EESC wishes to stress the importance of Agilans for sectors and value chains with a
strong growth potential, for the structural upgradof traditional industries, and for supporting
decarbonisation in the energy-intensive industries.

Industrial policy will have to pay special attemtito the transport sector which is on the brink
of a completely new paradigm as many technologitsduptions are taking place at the same
time: electrification, digitalisation of productipnonnected and automated cars, integration of
private and collective transport.

Brussels, 17 October 2018.

Luca Jahier
The president of the European Economic and SGaaimittee
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