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Europe’s strategic choice: a false dilemma

The usual framing: openness or security • efficiency or resilience • free
trade or strategic autonomy

But: resilience and competitiveness are not opposites – and resilience is
not free

The real question is not whether to act on dependencies, but how to design
the response – good and bad design give opposite results from the same
instruments

Design, not ambition, decides.
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Why now: the dependencies are real – and measurable

Structural shift: China’s share of
global manufacturing value added
<9% (2004) → 28% (2024)

Clean-tech concentration: solar
>90%, battery cells ∼50%, rare
earths 60–90%

Not accidental: China’s rise rests
on very active subsidy policy

Conservative estimates for 2019:
1.73% of GDP vs. South Korea
(0.67%), Germany (0.41%), US
(0.39%)

Chinese imports as share of total imports,

by sector technology intensity

Source: Friesenbichler, Kügler & Reinstaller (2024); DiPippo et al. (2022), Bickenbach et al. (2024).
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The open trading order is under strain, too

Not only concentration: a few
countries hold near-monopoly
positions in key inputs (e.g. China)

The rules-based open trading
order is fraying

Sanctions of every kind – trade,
financial, travel – have surged
worldwide

Imposed sanctions worldwide, 1950–2023

Source: Global Sanctions Data Base (GSDB).
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The uncomfortable backdrop: the ground is already eroding

Europe: weak productivity growth since
∼2010 – TFP the main drag

WIFO Competitiveness Radar: on
average, -5.6 percentile ranks over ten
years

The China shock now bites: firms with a
major Chinese rival are more likely to
relocate (+15 pp) and to cut production
jobs (+18 pp) by 2030 Austrian firms’ competitive position

(WIFO business-cycle survey)

Source: WIFO Competitiveness Radar; Gruber-Német, Hölzl & Reinstaller (2025); Hölzl et al. (2025).
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Competition is the ally, not the enemy

Get back to a level playing field: Chips Act, CBAM, ACI, the IAA – responses
to asymmetric conditions.

Allocative efficiency asks what is cheapest today; dynamic efficiency asks
whether a policy triggers learning, scale and tipping points – so what looks
costly now can pay off.

Industrial policy works best where it strengthens competition within a sector –
not where it shelters incumbents.

The litmus test: does an instrument keep competition alive – or protect the
comfortable?

Source: Aghion et al. (2015); Stavins et al. (2003); Sharpe & Lenton (2021); Felbermayr, Kügler & Pham (2026).
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You can only design — and manage — what you can measure

Austrian Supply Chain Pressure Index (ASCII)

data → economic interpretation → actionable intelligence

Source: ASCII dashboard (ascii.ac.at).
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Making the trade-off visible: one battery, three chains

With firm-level data we can
map one product – an EV
battery

Three sourcing strategies: low
cost vs. geopolitical security
vs. low CO2

You cannot maximise all three
at once – so make the trade-off
transparent

Battery value chain under three sourcing scenarios

Source: ASCII battery value-chain analysis.
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Designing de-risking that strengthens Europe

Time-limits: without no incentives to get
more efficient; structural disadvantages ->
permanent, costly subsidy

Powerful but costly: IAA works via public
procurement (EU >e2 tn/yr) – big reach vs.
real costs for taxpayers & downstream

Fund where demand will grow – not
today’s export strengths

Austria: strong on green; build the digital
core via EU value chains & trusted partners Average RTA 2021–2023, by applicant, by filing year

(AT in red; RTA > 1 = above global benchmark)

Source: Felbermayr, Kügler & Pham (2026); WIFO calculations, EPO patent data.
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Europe’s strategic choices: design, not ambition, decides

Three layers of “competition” to protect: on markets (keep rivalry alive);
for capital & locations (stay attractive); and between measures (evaluate,
and sunset the weak).

De-risking, not de-coupling; “open localism” among trusted partners;
solutions at the European level – AT: actively shape the rules rather than only
absorb their costs.

Industrial policy can flank competition – it cannot replace it. Design is the deciding
variable.
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Thank you

Resilience and competitiveness are not opposites —
but the outcome depends on design.
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