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Executive summary

�e European Green Deal aims to make Europe the �rst climate-
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Strong governance will be essential
To develop a successful green industrial policy, the EU must work 

closely with the private sector. Public-private partnerships are not only 

about co-�nancing of initiatives, but are also about ensuring access to 

skills, knowledge and information. But close public-private interaction 
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as a portfolio, in which certain initiatives will inevitably fail. A portfolio 

with no failures entails no risks, and a portfolio with no risks is unlikely 

to provide breakthrough innovation. More new policy initiatives 

designed and monitored as experiments should be tried.

EU investment is important for financing green industrial policy 
initiatives
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it would help meet the EU’s climate �nance obligations and thus help 

to achieve the conditional emission-reduction commitments made 

by most developing countries under the Paris Agreement. Second, it 

would help EU industry to enter into new, rapidly growing markets. 

And third, it would help economic development in the EU’s partner 

countries, providing an invaluable foreign policy dividend for the EU.



1	 Defining green industrial policy

In December 2019, the then-newly appointed President of the 
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meet such a vast challenge, creating more winners than losers. �e 

European Green Deal seeks to facilitate this challenging broader 
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policy and winner-picking). At European level, the ine�ciency of 

uncoordinated national industrial policies became clear and led to the 

development of two important instruments at EU level: the inter-

nal market and competition policy, including state aid. �e Single 

European Act (1986) also created the legal basis for a�rmative action 

by the state in the area of research and development. During this time, 
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3	 Classic arguments for 
industrial policy 

At the core of the debate about industrial policy between state inter-

ventionists and free-marketers who oppose any form of market 

interference is the notion of market failures as justi�cation for state 

intervention. Several market failures can provide a justi�cation for 

correction via industrial policy: knowledge spill-overs, dynamic scale 

economies, coordination failures and informational externalities.

�e early approach to industrial policy through trade protection 

was based on the infant-industry argument, an example of dynamic 

scale economies. Production costs may initially be higher for newly 

established domestic companies than for well-established foreign 

competitors, which have accumulated more experience. Over time, 
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powerful. Compared to entrants, incumbent �rms may be better able 

to exploit the synergies between new and existing intangible assets, 

giving them a major advantage over entrants, especially for more 
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4	 New industrial policy

Critiques of the traditional, vertical-style industrial policies that 
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do not know in advance where market failures will occur. �erefore, 

government agencies have to be embedded with the private sector 

and have access to their information in order to leverage it to design 
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with the objective of reaching the goals. Broad acceptance of the mis-

sions would be rooted in citizen engagement, via multi-stakeholder 





5	 A new green industrial policy

�e new perspective on industrial policy elevates the industrial policy 
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innovation and its increased complexity and uncertainty in the green 

context, this market failure is particularly concerning, given the danger 

of locking-in industries or countries to unsustainable development 

paths based on ‘dirty’ technologies (Aghion et al
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Lütkenhorst et al (2014) pointed out the necessity, in this sense, of 
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public-private partnerships or other means. However, this mechanism 





6	 Green industrial policy in 
practice
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full time jobs”. El-Shagi et al (2014) concluded that regulation had a 
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and Never (2017) de�ned the Dutch approach as a systemic green 

industrial policy, building on the transition management literature. 

�e Dutch approach in phasing-in green technologies considered 
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by the involvement of stakeholders who keep the pressure to act 

constant.

6.4 United States
Green industrial policy in the United States was strengthened after 

the 2008 economic crisis with the 2009 American Reinvestment and 

Recovery Act, and subsequently with the Climate Action Plan (2013) 

(Rodrik, 2014). �e main instruments deployed were loan guarantees 

and tax incentives. Rodrik (2014) discussed the case study of solar-
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the successful wind industry. Public-private partnerships have enjoyed 
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the European Institute of Innovation and Technology.

Of Horizon Europe’s budget of close to €100 billion, 35 percent 
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1.	
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through this call (European Commission, 2020d), which will receive 

both a grant and equity investment. �e Path�nder branch at time of 

writing covers 431 funded projects. Of these, 15 percent are in the areas 

of energy and environment (Deep Tech Europe, 2020).
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(the Multiannual Financial Framework, MFF) and the European 

Investment Bank (EIB).

�e MFF covers spending areas from agriculture to cohesion, 

from research and innovation to environment, from single market to 

security and defence. EU leaders agreed in July 2020 to equip the EU 

with a budget of €1074.3 billion for the period 2021-2027. �ey also 

agreed on a post-COVID-19 recovery fund, known as Next Generation 

EU (NGEU), amounting to €750 billion for the period 2021-202418. EU 

leaders agreed an overall target for 30 percent of the total amount of 

expenditure from the MFF and NGEU to be climate-related spending. 

Furthermore, the European Commission also requires each national 

post-COVID-19 recovery and resilience plan to dedicate a minimum 

of 37 percent to climate expenditure. Consequently, in di�erent forms 

and with di�erent timing, between 2021 and 2027 around10 59750 billion 
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solutions. It should be noted that the 30 percent climate spending 

target should be handled carefully and could be overstated. Not all the 

expenditures considered to qualify for this target will truly be green 
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promised in 2021. A carbon border mechanism would have two aims: 

i) preventing carbon leakage by ensuring that all goods consumed 
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“failing to coordinate would hamper the full exploitation of the size 

of the EU market and the related economies of scale” (Altomonte and 

Veugelers, 2019).

�e second, more speci�c, tool is public procurement. In the EU, 

this is estimated to amount to about 16 percent of GDP (European 

Commission, 2018). Given its scale, public procurement represents a 

unique tool to foster innovation. For example, with the revised Clean 

Vehicles Directive ((EU) 2019/1161), the EU introduced national 
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consumers in Europe, responsible for more than one third of the EU’s 

emissions. Furthermore, such measures could represent a major 

opportunity to create jobs and boost the construction sector, which is 

largely dominated by local businesses, while strengthening Europe’s 



8	 Conclusions and policy 
recommendations

As this Blueprint illustrates, green industrial policy is complex. For the 

European Union, we recommend development of a green industrial 

policy based on eight principles, as derived from the literature and 

case studies:

1.	 Strong governance

2.	 Tackling geographical fragmentation

3.	
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public-private partnerships can take di�erent forms. Deliberation 

councils, investment advisory councils, round tables, public-private 

venture funds and smart development banks are all examples of ways 



85  |  A GREEN INDUSTRIAL POLICY FOR EUROPE

8.5 Stimulating EU green investment
EU green investment will be important to realise the green transition, 

including by mobilising funds from the national budgets of EU coun-
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Within Horizon Europe, new climate change missions should be 
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