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 European industry is not currently facing 
a cyclical downturn, as many would have 
it, but a structural impasse. Productivity 
growth across the euro area has remained 
persistently weak since the financial crisis: 
investment levels have struggled to recover, 
corporate distributions have frequently out-
paced productive reinvestment, and energy 
shocks have intensified pre-existing vul-
nerabilities. However, these developments 
do not represent isolated disruptions. They 
reflect a deeper struggle to sustain capital 
accumulation within a monetary union that 
integrates markets while fragmenting in-
vestment authority.

At the centre of this impasse is what this 
paper defines as a crisis of command over 
labour. European capital is increasingly un-
able to organise production in ways that gen-
erate profits that are stable and predictable 
enough to sustain long-term investment. 
This challenge is intensified by financialised 
corporate governance, which increasingly 
transforms exceptional profit episodes into 
benchmarks for future expected returns. 
Windfall profits and elevated shareholder 
distributions become harder to treat as tem-
porary deviations, reinforcing pressure for 
short-term profitability even under condi-
tions of industrial stagnation. When margins 
narrow and productivity stagnates, adjust-
ment shifts inward, turning wage restraint, 
restructuring, relocation threats, and labour 
flexibilisation into mechanisms to stabilise 
returns. The result is not simply economic 
slowdown, but a redistribution of power 
within the realm of production.

Dominant policy responses have not man-
aged to challenge this structural constraint. 
Instead, they have sought to recalibrate the 
existing model through deregulation, indus-
trial concentration, selective protectionism, 
and the deepening of capital markets. Calls 
for “simplification” target regulatory protec-
tions rather than the coordination of invest-
ment. Promoting “European champions” 
leads to consolidation instead of planning. 
Relaxed state aid rules intensify asymme-

tries between the core and the periphery, 
as fiscally stronger states subsidise national 
champions more aggressively than indebted 
economies. Meanwhile, the rebranded Sav-
ings and Investment Union aims to mobil-
ise private savings while subordinating cap-
ital allocation to shareholder-value criteria. 
The Recovery and Resilience Facility simi-
larly marked a partial departure from earlier 
European crisis responses by introducing 
common borrowing and redistributive trans-
fers at a continental scale. Nevertheless, it 
remained largely disconnected from any co-
herent industrial strategy, operating instead 
through nationally fragmented project frame-
works and pre-existing investment priorities.

These strategies are unfolding within a 
transformed geopolitical environment. The 
US Inflation Reduction Act couples large-
scale subsidies with domestic content re-
quirements, reshaping the investment 
landscape through credible, multi-year com-
mitments. China’s state-led model, struc-
tured around directed credit and policy 
banks, demonstrates how coordinated fi-
nancing can shorten transformation time-
lines. Europe, by contrast, continues to sep-
arate monetary authority from industrial 
coordination, limiting the capacity to direct 
credit toward long-term priorities and expos-
ing it to the planning decisions of others.

As market-based coordination fails to pro-
vide a stable direction for investment, a po-
litically regressive form of coordination is 
emerging with the militarisation of the Eu-
ropean economy. Without democratic plan-
ning, industrial policy is increasingly re-
directed toward security, defence, and 
geopolitical confrontation as a way to secure 
long-term investment. This trajectory risks 
crowding out social and ecological priorities, 
normalising permanent conflict, and rein-
forcing external dependencies rather than 
resolving the underlying structural impasse.

The European Central Bank occupies 
a pivotal position within this architecture. 
Treaty constraints prohibit direct monetary 
financing of public investment, while price 
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stability remains the primary mandate. Al-
though the ECB has demonstrated its ca-
pacity to stabilise financial markets, its role 
in supporting sustained industrial transfor-
mation remains indirect and conditional. 
The result is a monetary union in which fi-
nancial stability is treated as a systemic pri-
ority, while production is adjusted to market 
discipline.

The alternative is not defensive protec-
tionism, but the reorganisation of invest-
ment through public planning understood 
as a redistribution of authority over credit 
and production. Three institutional pillars 
are central to this.

First, a reorientation of monetary instru-
ments within existing treaty space and, over 
the longer term, through mandate reform. 
Targeted refinancing operations and asset 
purchases could prioritise productive in-
vestment and support European-level in-
struments dedicated to decarbonisation and 
strategic sectors.

Second, the creation of a European Pub-
lic Investment Fund operating at a mean-
ingful scale — on the order of 1–2% of EU 
GDP annually — financed through common 
borrowing and coordinated taxation, and 
governed through forms of multi-level dem-
ocratic coordination involving parliamen-
tary institutions, public financial authorities, 
trade unions, workers’ councils, and terri-
torially affected communities. Democratic 
control over investment cannot be reduced 
to technocratic supervision from above; it 
requires institutional mechanisms through 
which labour itself plays a direct role in 
shaping productive priorities and long-term 
industrial transformation. Existing traditions 
of industrial democracy, ranging from Ger-
man co-determination structures to more 
contentious experiences of worker-led in-
dustrial coordination, such as the GKN fac-
tory collective in Italy, illustrate different 
mechanisms through which labour can di-
rectly affect decisions concerning produc-
tion, technological transformation, and terri-
torial development.

Third, the establishment of bodies for sec-
toral transformation with binding worker 
participation, integrating employment guar-
antees, decarbonisation pathways, and ter-
ritorial cohesion into enforceable industrial 
strategies.

Moving beyond the current paradigm of 
derisking is therefore essential. Public insti-
tutions cannot continue to absorb the risks 
of private investment while leaving strategic 
allocation decisions to be determined pri-
marily by profitability and shareholder value. 
Public support must be conditional. Em-
ployment protection, wage standards, lim-
its on dividend distributions during subsidy 
periods, anti-delocalisation clauses, worker 
participation requirements, public equity 
stakes, and commitments to territorial re-
investment are necessary to transform the 
passivity of public intervention into leverage 
over corporate strategy.

What is at stake is a matter of strategy. 
Europe’s industrial transition can continue 
to be governed through financial discipline 
and competitive asymmetry, or it can be-
come an opportunity to coordinate invest-
ment democratically.

Three questions define the political hori-
zon: who controls credit in the eurozone; 
what constitutes a binding European just 
transition; and whether industrial policy will 
reinforce existing hierarchies or redistrib-
ute productive capacity across the Union. 
The answer will shape not only Europe’s in-
dustrial trajectory, but also the balance of 
power between capital and labour in the 
coming decade.
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 European industry is not simply experi-
encing another cyclical slowdown, nor is it 
merely adjusting to intensified global com-
petition. It is confronting a structural im-
passe that impedes its capacity to generate 
value, to organise production over time, and 
to renew its workforce under stable condi-
tions. Within this context, weak productivity 
growth, declining investment, rising energy 
costs, and growing technological depen-
dence are not isolated disturbances. Taken 
together, they point to a deeper configura-
tion rooted in the architecture of European 
monetary integration, a system that unifies 
markets while leaving the direction of in-
vestment largely uncoordinated. Put differ-
ently, the difficulty facing European industry 
is not simply technological or competitive. 
It is a question of capital’s capacity to orga-
nise production, labour, and territory under 
conditions increasingly shaped by financial 
discipline rather than long-term productive 
coordination. The present crisis therefore 
poses the pressing question of whether in-
dustrial policy merely exists to support cer-
tain sectors and manage competitiveness,   
or whether it also extends to institutions’  
capacities to collectively direct investment 
toward socially and ecologically determined 
priorities.

This institutional arrangement has 
far-reaching consequences. Within a shared 
currency area that removes exchange-rate 
adjustment but fragments fiscal authority, 
profitability becomes the primary coordinat-
ing signal for investment. However, profit-
ability is neither neutral nor self-correcting; 

it reflects institutional design, monetary 
stance, bargaining power, and geopolitical 
exposure. When investment depends almost 
exclusively on expected private returns, sec-
tors characterised by long development 
horizons or territorially embedded produc-
tion structures struggle to attract capital. 
The absence of a collective investment au-
thority is therefore not a technical oversight. 
It is a structural feature that redistributes 
economic risk downward onto workers, ter-
ritories, and public budgets, while simul-
taneously concentrating decision-making 
authority within financial markets, large cor-
porations, and supranational monetary in-
stitutions. The trajectory of the past fifteen 
years must be interpreted against this back-
ground. Productivity growth in the eurozone 
has persistently trailed its pre-2008 trajec-
tory,1 while business investment has recov-
ered unevenly, with manufacturing invest-
ment in several member states remaining 
structurally subdued relative to GDP.2 At the 
same time, corporate distributions to share-
holders, such as dividends and share buy-
backs, have grown more rapidly than pro-
ductive reinvestment in key sectors. While 
these payouts may partly reflect a lack of 
attractive investment opportunities, gover-
nance rules that prioritise shareholder re-
turns tend to reinforce this allocation bias. 

The juxtaposition is revealing: firms fre-
quently invoke industrial fragility when nego-
tiating subsidies, regulatory relief, or labour 
concessions, while shareholder remuner-
ation continues even during periods of de-
clared strategic vulnerability.3 This tension 

1.1.

1
“Productivity growth in the EU: is 
there a trade-off with employment 
growth?”, Autumn 2024 Economic 
Forecast: A gradual rebound in an 
adverse environment, European 
Commission, November 15, 2024.  

 https://economy-finance.ec.euro-
pa.eu/economic-forecast-and-sur-
veys/economic-forecasts/
autumn-2024-economic-forecast-
gradual-rebound-adverse-
environment/productivi-
ty-growth-eu-there-trade-employ-
ment-growth_en

2
The Draghi Report on EU Competi-
tiveness (Publications Office of the 
European Union, 2025).  https://
commission.europa.eu/topics/com-
petitiveness/draghi-report_en.

3 
See Ending European Naivety 
(Syndex, 2025), which shows that 
many European firms facing struc-
tural competitiveness pressures 
continue to prioritise shareholder 
payouts over reinvestment in 
industrial capacity, even as they call 
for state‑level support and warn of 
industrial fragility.  https://irshare.
eu/wp-content/uploads/2025/11/
Syndex-report-on-the-state-of-Euro-
pean-industry.pdf.

THE STRUCTURAL IMPASSE
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Productive investment 
and distributive flows

EU non-financial corporations, 2024; 
selected flows as % of gross value added

This figure uses sector-account flows. It 
does not fully capture share buybacks and 
should not be read as a firm-level payout 
measure.
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reflects the command structure of financial-
ised capitalism, where corporate strategy is 
evaluated through shareholder returns and 
short-term financial validation over long-
term productive coordination.4 It is a dy-
namic that reflects not only weak productive 
profitability, but also the growing normalisa-
tion of elevated shareholder return expecta-
tions within financialised corporate gover-
nance. Exceptional profits and distributions 
become benchmarks for future valuation ex-
pectations, reinforcing pressure to produce 
short-term returns even under conditions of 
industrial stagnation and weak productive 
investment.5

These developments point to a greater 
difficulty in sustaining accumulation through 
productive investment. As profitability weak-
ens and productive investment becomes 
less attractive in relation to financial re-
turns, capital increasingly struggles to se-
cure stable accumulation through produc-
tion alone. Under these conditions, pressure 
shifts onto labour itself, as wages, working 
conditions, productivity demands, and ter-
ritorial organisation become the primary 
variables through which profitability is re-
stored. The core of this difficulty can be de-
scribed as a crisis of command over living 
labour. Empirically, this tension manifests 
as persistent investment hesitation, rising 

corporate distributions relative to reinvest-
ment, and intensified territorial competition 
over mobile capital. This is not a question of 
rhetoric, but a concrete tension within con-
temporary capitalism: capital’s capacity to 
organise work in ways that generate surplus 
that is stable and predictable enough to jus-
tify long-term productive commitment is  
becoming less certain. Here, command 
does not merely refer to managerial coor-
dination but to the broader institutional ca-
pacity of capital to discipline, mobilise, and 
stabilise labour within a given economic 
framework. When margins narrow and pro-
ductivity stalls, the problem that emerges 
is not simply inefficiency. It is the difficulty 
of organising labour profitably under con-
ditions simultaneously shaped by financial 
discipline, geopolitical fragmentation, and 
slowing productive expansion.

 The dif f iculty facing European 
industry is not simply technological 
or competitive.

4 
Angela Wigger, “The new EU indus-
trial policy mitigating the investment 
crisis: crowding in financial capital 
and crowding out democracy and  
labour”, in Critical Political Economy 
of the European Polycrisis, ed. 
Andreas Bieler and Vincenzo Mac-
carrone (Edward Elgar Publishing, 
2025).

5 
See Brett Christophers, The Price Is 
Wrong: Why Capitalism Won’t Save 
the Planet (Verso, 2024), especially 
his discussion of profitability expec-
tations and investment incentives 
under contemporary capitalism.
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 The issue, therefore, is not just a failure to 
coordinate; it also concerns the monetary 
foundations of capitalist command itself. In 
the Marxian tradition, capital appears first 
in its monetary form: money is advanced in 
order to command labour power and initi-
ate production, and the extraction of surplus 
presupposes this initial monetary act. Mon-
etary circuit theory, developed by Augusto 
Graziani, radicalises this insight by show-
ing that under modern capitalism, produc-
tion is financed by bank credit, not by prior 
savings. Firms obtain credit to hire labour 
in advance of realised sales, and the cir-
cuit only closes when commodities are sold 
and money returns to validate production.6 
Money is therefore not a neutral medium. 
It is the institutional condition of accumula-
tion, meaning command over credit is struc-
turally linked to control over labour. Because 
firms must obtain credit before production 
begins, the authority that governs credit 
creation ultimately shapes investment, em-
ployment, and the organisation of labour 
itself. This position diverges from the view 
that central bank independence is a precon-
dition for monetary credibility and macro-
economic stability. In the eurozone, where 
credit conditions are centralised while fiscal 
capacity remains fragmented, this monetary 
command becomes particularly visible.

Riccardo Bellofiore expands this perspec-
tive by emphasising that in contemporary 
capitalism the labour process is subjected 
to continuous financial validation, as prof-
itability expectations and monetary con-
ditions discipline production and employ-
ment.7 Surplus must not only be produced, 
it must also be realised under the scrutiny 
of capital markets and monetary discipline. 
When expected returns weaken or mone-
tary conditions tighten, pressure transmits 
rapidly into the labour process through re-
structuring, wage restraint, and intensified 
productivity demands. Emiliano Brancac-
cio applies this reasoning to the eurozone, 
arguing that a monetary union governed by 
solvency constraints and the prohibition of 

direct monetary financing generates struc-
tural divergence.8 In the absence of a central 
fiscal authority, adjustment falls asymmetri-
cally on wages, employment, and territorial 
production structures. Competitiveness is 
restored through labour compression rather 
than coordinated expansion across sectors, 
territories, and labour markets.

From this perspective, the present crisis 
is not primarily one of productive capacity, 
as European industry still retains substantial 
technological capabilities and industrial in-
frastructure. The underlying problem is one 
of authority, of whether capital can continue 
governing labour, territory, and investment 
decisions through financial metrics alone. 
The erosion of this capacity to govern — ev-
ident in persistent hesitation in investment, 
intensifying labour conflicts, and territorial  
divergence — defines the crisis of command.

This theoretical perspective clarifies why 
the institutional position of the European 
Central Bank has become decisive. If credit 
constitutes the initiating moment of produc-
tion and financial validation disciplines sur-
plus extraction, then the authority govern-
ing monetary conditions effectively shapes 
the terrain on which labour and capital con-
front one another. Monetary governance 
therefore cannot be treated as institution-
ally neutral. It directly influences invest-
ment conditions, bargaining power, and the 
organisation of industrial transformation 
across the eurozone.

The global context intensifies these ten-
sions, as the eurozone’s internal configura-
tion cannot be understood in isolation from 
the geopolitical reorganisation of industrial 
competition. Through the Inflation Reduction 
Act, the United States has combined large-
scale federal subsidies with domestic con-
tent requirements that condition access to 
support on local production. The fiscal mag-
nitude of this measure (estimated at hun-
dreds of billions of dollars over the coming 
decade) is significant, but it also sends an 
important signal: the federal government is 
willing to anchor long-term investment with 

MONETARY ARCHITECTURE 
AND THE CRISIS OF COMMAND

1.2

6 
Augusto Graziani, The Monetary 
Theory of Production (Cambridge 
University Press, 2003).

7 
Riccardo Bellofiore, “The Monetary 
Aspects of the Capitalist Process in 
the Marxian System: An Investiga-
tion from the Point of View of the 
Theory of the Monetary Circuit,” in 
Marx’s Theory of Money: Modern 
Appraisals, ed. Fred Moseley (Pal-
grave Macmillan, 2005). See also 
Riccardo Bellofiore, “A Monetary 
Labor Theory of Value,” Review of 
Radical Political Economics 21, 
no. 1–2 (1989); Riccardo Bellofiore 
et al., “Marx Inside the Circuit: 
Discipline device, wage bargaining 
and unemployment in a sequential 
monetary economy,” Review of 
Political Economy 12, no. 4 (2000); 
and Riccardo Bellofiore, “Marx and 
the Macro-Monetary Foundation of 
Microeconomics,” in The Constitu-
tion of Capital: Essays on Volume 
I of Marx’s Capital, ed. Riccardo 
Bellofiore and Nicola Taylor (Pal-
grave Macmillan, 2004).

8 
Emiliano Brancaccio et al., “Con-
vergence in solvency and capital 
centralization: AB-VAR analysis 
for high-income and euro area 
countries,” Metroeconomica 74, 
no. 1 (2023); Emiliano Brancaccio 
and Giuseppe Fontana, “‘Solvency 
rule’ and capital centralisation in a 
monetary union,” Cambridge Journal 
of Economics 40, no. 4 (2016).

1.2  MONETARY ARCHITECTURE
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European integration has addressed these 
developments without altering the insti-
tutional architecture that produces them. 
Monetary union removed exchange-rate 
adjustment and national monetary discre-
tion, but it did not establish a correspond-
ing mechanism for coordinated investment 
at European level. Industrial policy remains 
fragmented, dependent on national fiscal 
capacity, and constrained by financial mar-
ket expectations. The result is not structural 
transformation but managerial mitigation.

Against this background, the language of 
competitiveness has taken centre stage. A 
crisis of value creation is reframed as a com-
petitiveness gap, and structural contradic-
tions come to be interpreted as deficiencies 
in efficiency, innovation, or regulatory flex-
ibility. The analytical lens shifts away from 
questions of investment coordination, own-
ership, and economic power toward market 
positioning and performance indicators.  
European policy debates have overwhelm-
ingly favoured this interpretation, meaning 
competitiveness discourse performs an im-
portant ideological function within the Eu-
ropean framework. By translating conflicts 
over investment authority into apparently 
technical debates about productivity and 
business climate, it depoliticises distributive 
tensions while preserving the primacy of pri-
vate capital allocation. Industrial weakness 
is frequently interpreted through productiv-
ity gaps, technological lag, or excessive reg-
ulation rather than through the fragmented  
institutional architecture governing credit 
and investment.

credible, multi-year commitments. For firms 
deciding where to locate battery production, 
electric vehicle manufacturing, or clean tech-
nology supply chains, this institutional archi-
tecture provides predictability.9 Although the 
political orientation of US industrial policy 
has evolved across administrations — espe-
cially under the renewed protectionist and 
security-oriented turn of the second Trump 
administration — the broader trajectory to-
ward active state intervention and strategic 
industrial coordination has persisted.

China represents another variant. Through 
policy banks, directed credit, and long-term 
strategic plans, the Chinese state has sus-
tained industrial expansion at scale across 
renewable energy, advanced manufactur-
ing, and critical materials processing.10 Co-
ordinated credit allocation allows it to com-
press transformation timelines in ways 
market-driven systems struggle to replicate. 

Europe does not reproduce either the US 
or Chinese model. Without its own capac-
ity for coordinated planning, it is structurally 
exposed to the planning decisions of others, 
and under these pressures, adjustment mi-
grates inward. In advanced capitalist econ-
omies, when profit rates weaken and invest-
ment slows, the burden is rarely confined to 
capital markets. It penetrates the labour pro-
cess, meaning cost reductions, restructur-
ing programmes, wage restraint, and flexible 
employment contracts become instruments 
for stabilising margins. Labour functions as 
the system’s shock absorber, mitigating the 
volatility generated by financial and geopo-
litical pressures.

 Command over credit is 
structurally linked to control 
over labour.

9 
 “Inflation Reduction Act of 2022”, 
Public Law 117-169, United States 
Statutes at Large 136: 1818–2027 
(U.S. Congress, 2022).

10 
Barry Naughton, The Rise of China’s 
Industrial Policy, 1978–2020 
(Universidad Nacional Autónoma 
de México, Centro de Estudios 
China-México, 2021).
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DEREGULATION, CONCENTRATION, 
PROTECTIONISM: THE DOMINANT 
CLASS’S SOLUTIONS

2

 If the dilemma confronting European in-
dustry is structural, the responses articu-
lated in forums such as the Alden Biesen 
retreat and the Antwerp industrial summit 
cannot plausibly be understood as strate-
gic departures from the existing model.11 
They represent recalibrations that seek to 
stabilise accumulation without confronting 
the underlying distribution of authority over 
credit, investment, and production. Their 
goal is not transformation but restoration: 
to recreate conditions under which private 
profitability can once again function as the 
primary mechanism coordinating industrial 
development.

The first response takes the form of de-
regulation, typically framed as “simplifica-
tion.” BusinessEurope, for example, regu-
larly evaluates European competitiveness 
through regulatory burden indicators that 
measure policy primarily from the perspec-
tive of firm-level cost exposure, presenting 
environmental safeguards, labour protec-
tions, due diligence obligations, and state aid 
constraints as impediments to competitive-
ness rather than as institutional parameters 
that structure economic activity. What ap-
pear to be technical adjustments are, in fact, 
political decisions about where the costs of 
adaptation should fall.12 This tension exposes 
the growing contradiction between official 
European commitments to social dialogue 
and sustainable transition, and corporate 
strategies that often treat labour protections, 
due diligence obligations, and environmental 
regulation primarily as costs to be reduced. 

12 
BusinessEurope, Reducing Regu-
latory Burden to Restore the EU’s 
Competitive Edge: 44 Proposals 
for the Reduction of Regulatory 
Burden in 2026 (BusinessEurope, 
2025).  https://businesseurope.
eu/publications/reducing-regulato-
ry-burden-to-restore-the-eus-com-
petitive-edge-2/

11 
“The Antwerp Call to Alden Biesen”, 
(Antwerp Declaration Community, 
February 11, 2026).  https://cms.
antwerp-declaration.eu/uploads/an-
twerp_call_alden_biesen_en_v2.pdf. 

Deregulation operates overwhelmingly on 
the cost side of the equation. It can tempo-
rarily improve margins by reducing compli-
ance expenses or weakening labour protec-
tions, but what it cannot do is generate the 
stable expectations required for long-hori-
zon industrial investment. Regulatory costs 
can affect margins, but reducing them is not 
a substitute for coordinated investment di-
rection, nor does it address the underlying 
hesitation of capital when profitability re-
mains uncertain. In practice, deregulatory 
initiatives frequently provoke counter-mo-
bilisation from labour organisations, envi-
ronmental coalitions, and segments of civil 
society that interpret competitiveness re-
forms as upward redistributive measures 
disguised as technical efficiency.

The deregulatory agenda thus becomes 
itself a site of political confrontation. What 
is at stake is not just the volume of regula-
tion but its social meaning. And the mean-
ing of competitiveness has become very 
politically contested. On the one hand, it is 
invoked to justify wage restraint, labour flex-
ibilisation, and the reduction of regulatory 
obligations in the name of cost discipline. 
On the other hand, it can refer to the coordi-
nated reorganisation of production capable 
of sustaining employment, decarbonisation, 
technological upgrading, and long-term pro-
ductive capacity. European policy debates 
oscillate between these interpretations 
without resolving the underlying conflict 
between market discipline and coordinated 
transformation.

2  DEREGULATION, CONCENTRATION, PROTECTIONISM
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 The underlying problem is one of 
authority.

A second line of response emphasises con-
centration. The proposed “28th regime,” 
supported by the Berlin–Rome axis, seeks 
to facilitate cross-border scaling by creating 
a unified legal framework for firms operat-
ing across the single market.13 The underly-
ing assumption is straightforward: European 
companies are too fragmented to compete 
effectively with large American and Chinese 
corporations. Within this framework, scale 
becomes synonymous with resilience and 
competitiveness.

Yet scaling rarely occurs through coordi-
nated industrial expansion. More often, it is 
the result of mergers and acquisitions that 
consolidate market power while rational-
ising production networks. The promised 
synergies of consolidation frequently trans-
late into plant closures, workforce reduc-
tions, or relocation of production to regions 
offering lower operating costs. Concentra-
tion strengthens large integrated groups 
while simultaneously weakening labour’s 
bargaining position across the European 
production landscape.

Fiscal asymmetry amplifies these dynam-
ics. Relaxation of state aid rules allows fis-
cally stronger member states to support 
national champions far more aggressively 
than heavily indebted economies. During 
recent crisis periods, the mobilisation of in-
dustrial support has been concentrated dis-
proportionately in a small number of Mem-
ber States.14 Far from creating a level playing 
field, what emerges is an ever more hierar-
chical landscape in which firms located in 
stronger fiscal jurisdictions enjoy structural 

14 
Marcin Cesluk-Grajewski, State 
aid in the wake of pandemic, 
war and foreign subsidies, EPRS 
Briefing PE 747.106 (European 
Parliamentary Research Service, 
April 2023).  https://www.
europarl.europa.eu/RegData/
etudes/BRIE/2023/747106/EPRS_
BRI(2023)747106_EN.pdf. 

13 
European Commission. Proposal 
for a Regulation of the European 
Parliament and of the Council on 
the 28th Regime Corporate Legal 
Framework – ‘EU Inc.’, COM(2026) 
321 final, March 18, 2026.  https://
commission.europa.eu/document/
download/3e9822aa-8cef-40a1-
904e-a53fc68e7265_en?file-
name=Proposal%20for%20an%20
EU%20Inc%20corporate%20
legal%20framework.pdf.  
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advantages over competitors embedded in 
weaker national ecosystems.

Selective protectionism constitutes the 
third strand of response. Concepts such 
as “Buy European,” economic security, and 
strategic de-risking have become central to 
the vocabulary of industrial policy debates, 
reflecting an increasingly explicit recogni-
tion that globalisation has entered a more 
conflictual phase. The relocation incentives 
created by the US Inflation Reduction Act 
have intensified these concerns, as they of-
fer firms credible alternatives to European 
investment locations.

Still, protection without coordinated in-
vestment runs the risk of producing little 
more than subsidy competition. Firms can 
leverage the existence of external incentives 
to negotiate domestic concessions while 
preserving strategic flexibility over produc-
tion location. Protection becomes a bargain-
ing chip rather than a coherent framework 
for industrial transformation. Without public 
coordination of investment priorities, trade 
defence measures may simply redistribute 
market shares while leaving the underlying 
accumulation structure intact.

The final pillar of the dominant response 
involves the deepening of capital markets 
through the Savings and Investment Union. 
The premise here is that, while Europe does 
not lack financial resources, it suffers from 
fragmented capital allocation. Mobilising pri-
vate savings, integrating financial markets, 
and expanding cross-border investment 
channels are presented as mechanisms for 
unlocking industrial investment potential.

15 
“Business - statistics on profits and 
investment,” Eurostat, European 
Commission, last modified Decem-
ber 2025.  https://ec.europa.eu/
eurostat/statistics-explained/index.
php?title=Business_-statistics_on_
profits_and_investment.

The main obstacle is not the availability of 
capital but the authority governing its de-
ployment. Corporate distributions to share-
holders continue at substantial levels even 
as firms publicly warn of industrial de-
cline,15 while dividends and share buybacks 
absorb resources that might otherwise fi-
nance productive expansion. Financial mar-
kets reward these distributions because 
they signal immediate returns and maintain 
stock valuations. Long-term productive in-
vestment, by contrast, often yields uncer-
tain and delayed payoffs.

This contradiction becomes even starker 
when viewed alongside the scale of public 
intervention that has stabilised European in-
dustry in recent years. Pandemic recovery 
programmes, emergency energy support, 
and the temporary relaxation of state aid 
rules have all channelled substantial public 
resources toward corporate balance sheets, 
benefitting the same actors who invoke in-
dustrial fragility while continuing to distrib-
ute significant dividends and undertake 
share buybacks. The resulting configuration 
is difficult to reconcile with narratives of ex-
istential industrial decline. What appears in-
stead is a system in which public resources 
absorb risk while private governance struc-
tures retain control over the distribution of 
surplus and the strategic direction of invest-
ment. In this sense, contemporary Euro-
pean industrial policy increasingly operates 
through what Daniela Gabor describes as a 
“derisking” logic, under which public institu-
tions absorb uncertainty in order to mobilise 
private capital without substantially altering 

2  DEREGULATION, CONCENTRATION, PROTECTIONISM
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the market-based mechanisms governing  
investment allocation. The result is not the 
replacement of financial coordination, but 
its stabilisation through public guarantees 
and subsidy frameworks.16

Across these responses — deregulation, 
concentration, protectionism, and financial 
deepening — the institutional core of the 
European model is left untouched. The in-
dustrial dilemma is interpreted as a market 
malfunctioning rather than the manifesta-
tion of a deeper contradiction within a mon-
etary union that lacks coordinated invest-
ment authority.

The result is stabilisation through hierar-
chy. Adjustment takes the form of cost com-
pression, consolidation of corporate power, 
and intensified competition between states, 
but the structural conditions generating  
the crisis remain largely intact. Europe’s 
emerging industrial initiatives illustrate this 
logic. The Green Deal Industrial Plan, the 
Net-Zero Industry Act, and the Critical Raw  
Materials framework promise a predictable 
regulatory environment, accelerated per-
mitting, and targeted support for net-zero 
technologies. The Savings and Investment 
Union and the proposals advanced in the 
Letta and Draghi reports seek to mobilise 
private savings and deepen capital markets 
in the name of competitiveness. The more 
recent Clean Industrial Deal, with its Indus-
trial Accelerator Act, adds yet another layer 
of de-risking schemes, state aid flexibility, 
and “Made in Europe” preferences for stra-
tegically important sectors.

 The institutional core of the 
European model is left untouched.

16 
Daniela Gabor, “The Wall Street 
Consensus,” Development and 
Change 52, no. 3 (2021). 

Taken together, these instruments do not 
constitute a departure from the existing 
model. On the contrary, they consolidate it, 
rearticulating the same basic architecture, 
fragmented fiscal authority, insulated  
monetary power, and market-based alloca-
tion of credit through new combinations of 
subsidies, guarantees, and regulatory sim-
plification. Industrial policy is thus reimag-
ined primarily as the management of incen-
tives for private investors rather than as a 
project of democratic coordination over 
credit, production, and long-term transfor-
mation, leaving intact the hierarchy that  
subordinates labour, territory, and industrial 
restructuring to the imperatives of financial 
validation.
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Deregulation

Concentration

Protectionism

Reduces costs but does not create stable  
long-term investment expectations.

Strengthens large integrated groups but can weaken labour 
bargaining power and smaller industrial ecosystems.

Can become subsidy competition if it is not linked to 
coordinated investment.

1

Financial  
deepening

Mobilises savings and capital markets but does not alter 
the criteria governing allocation.

2
3
4

The Dominant Responses to the Industrial Crisis
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 The strategies built around deregulation, 
concentration, selective protection, and fi-
nancial deepening often come up against 
something that rarely surfaces in official 
communiqués: the absence of unity among 
dominant interests within the European 
Union. The rhetoric of competitiveness sug-
gests alignment, but the institutional reality 
reveals deep fractures.

These fractures are not superficial dis-
agreements over policy sequencing or diplo-
matic nuance. They reflect differentiated po-
sitions within the structure of accumulation 
itself, shaped by geography, sectoral expo-
sure, fiscal capacity, and insertion into global 
markets. Crisis does not automatically unify 
capital. On the contrary, it tends to expose 
asymmetries that hinder the emergence of a 
shared strategic direction. Different factions 
of capital, state apparatuses, and national 
industrial models confront the crisis from 
structurally unequal positions within the Eu-
ropean and global economy. 

The most visible division is that between 
the continent’s central states, particularly 
France and Germany. Paris has repeatedly 
advocated for stronger European prefer-
ence in procurement, revisions of state aid 
architecture, and more explicit instruments 
of industrial sovereignty. Berlin, more deeply 
embedded in export-oriented manufacturing 
networks, has historically prioritised open 
markets and cautioned against retaliatory 
trade spirals that could jeopardise global 
supply chains. These positions are often 
presented as political differences, but in re-
ality, they reflect distinct structural positions 

within the international division of labour 
and different forms of integration into global 
accumulation.

The US Inflation Reduction Act brings this 
divergence into sharper focus. For France, it 
confirms the need for an assertive European 
industrial strategy capable of anchoring in-
vestment domestically. For Germany, how-
ever, it poses a more ambiguous dilemma; 
responding in kind could lead to trade fric-
tion with the United States, but a purely de-
fensive position would risk a gradual exodus 
of industrial activity to the US. One thing is 
clear though, external shock does not pro-
duce continental unity. Instead, it aggravates 
the already asymmetrical exposure of Euro-
pean states to industrial relocation, trade de-
pendency, and geopolitical realignment. 

A second division runs along the core–pe-
riphery axis within the European Union. The 
single market guarantees the mobility of cap-
ital and goods, but it does not equalise fiscal 
capacity. During recent crisis periods, state 
aid approvals have been heavily concen-
trated in fiscally stronger member states.17 
What was presented as necessary flexibil-
ity in response to global competition has, in 
practice, reinforced internal divergence.

However, the core-periphery axis does 
not fully account for the geographic imbal-
ances and asymmetries in European indus-
try. Some Central and Eastern European 
member states occupy an intermediate po-
sition: they are deeply integrated into trans-
national production networks, but lack au-
tonomous control over investment direction. 
Industrial development in these economies 

INTERNAL DIVISIONS AND  
DISINTEGRATION:  
THE IMPOSSIBLE SYNTHESIS OF  
DOMINANT INTERESTS IN EUROPE

3

17 
European Court of Auditors, Special 
Report 21/2024: State aid in times 
of crisis, (Publications Office of the 
European Union, October 2024).  

 https://www.eca.europa.eu/en/
publications?ref=sr-2024-21. 
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State aid expenditure by Member State, 2024: relative 
spending as % of national GDP and absolute spending in 
EUR billion

A. State aid expenditure as % of national GDP

Commission Scoreboard map classification; 2024 range:  
0.40%–1.37% of national GDP. 
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has been shaped to a significant extent by 
foreign direct investment, particularly in 
sectors such as the automotive and manu-
facturing supply chains linked to Europe’s 
industrial core. This integration has sup-
ported export growth and attracted new in-
vestment flows, at times repositioning these 
economies as competitive locations within 
the European industrial landscape. But 
this dynamic does not mean they are mov-
ing toward autonomous industrial capacity. 
Rather, it reorganises competition within the 
Union itself, as investment is redistributed 
across territories according to cost struc-
tures, fiscal incentives, and logistical advan-
tages. These economies therefore function 
as a semi-periphery characterised by forms 
of dependent integration into European 
production networks. They are not simply 
subordinated through fiscal constraint, but 
integrated through forms of dependent in-
dustrial expansion in which strategic deci-
sion making is largely external.18 As recent 
literature on dependent integration in Cen-
tral and Eastern Europe has shown, indus-
trial upgrading within these economies is 
often subordinated to externally controlled 
technological hierarchies and transnational 
production chains, limiting the emergence 
of autonomous industrial capacity even  
under conditions of export growth.19 

When industrial policy is mediated pri-
marily through national budgets rather than 
through a substantial common fiscal in-
strument, stronger states become the plan-
ners of their own production ecosystems. 
Weaker states must then adjust accordingly, 

18 
Andreas Nölke and Arjan Vlie-
genthart, “Enlarging the varieties 
of capitalism: The emergence of 
dependent market economies in 
East Central Europe,” World Politics 
61, no. 4 (2009): 670–702. doi.
org/10.1017/S0043887109990098.

19 
Bolesław Domański et al., “The 
Changing Position of Poland’s Au-
tomotive Industry in the European 
Division of Labour,” and Tamás 
Gáspár et al., “Supply Chain Link-
ages in the Hungarian Automotive 
Industry: Challenges for Industrial 
Upgrading,” both in Emerging Auto 
Industries in a World of Global Value 
Chains, ed. Lorenza Monaco and 
Martin Schröder (Palgrave Macmil-
lan, 2026).

 The rhetoric of competitiveness 
suggests alignment. The institutional 
reality reveals fractures.

B. Absolute state aid bar chart
Absolute spending capacity remains concentrated: 
Germany, France and Italy account for EUR 93.89bn,  
or 55.8% of total EU-27 State aid expenditure.
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as governments with limited fiscal space 
cannot deploy subsidies on the same scale. 
Their firms compete under structurally dif-
ferent conditions, while workers often face 
pressure to absorb adjustment through 
wage restraint or labour market flexibility.

This asymmetry is not merely economic. 
It generates political tensions that increas-
ingly surface in European negotiations. 
Governments in more indebted economies 
question a framework that allows others  
to subsidise industries at scale while insist-
ing on fiscal discipline elsewhere, and la-
bour movements confront strategies that 
use wage compression as a substitute for 
coordinated investment. In this context,  
divergence manifests as institutionalised  
differentiation.

A third fracture separates segments of 
productive capital from financial capital. 
Industrial actors frequently demand sta-
ble long-term financing, predictable en-
ergy costs, and coordinated infrastructure 
development capable of supporting tech-
nological transformation. Financial actors, 
by contrast, allocate capital according to 
risk-adjusted returns, liquidity preferences, 
and portfolio optimisation.

The transformation of the Capital Mar-
kets Union into the Savings and Investment 
Union reinforces this orientation.20 Integra-
tion of financial markets expands invest-
ment channels but does not alter the criteria 
guiding allocation. Projects characterised by 
long gestation periods and territorially em-
bedded production structures struggle to 
compete under shareholder value metrics 

that privilege liquidity and rapid returns 
above anything else.

The tension between industrial and fi-
nancial timescales thus becomes structural 
rather than episodic. Large firms themselves 
illustrate the contradiction. They often lobby 
governments for industrial support while si-
multaneously maintaining dividend policies 
and share buyback programmes that reflect 
short-term financial priorities. The contra-
diction is not accidental, it is a product of in-
dustrial lobbying strategies coexisting with 
financialised corporate governance.

Last of all, the division between firms and 
workers is central, even when obscured by 
the language of transition and competitive-
ness. Calls for industrial renewal frequently 
translate into demands for wage modera-
tion, flexible contracts, and acceptance of 
restructuring programmes. Workers are ef-
fectively pushed to absorb the shock of vola-
tility generated elsewhere in the system.

However, labour disputes have not dis-
appeared. In sectors such as automotive 
manufacturing, steel, and energy-intensive 
industry, unions increasingly demand bind-
ing employment guarantees in exchange for 
public subsidies or restructuring support.21 
These demands challenge a central assump-
tion of the dominant policy framework: that 
authority over investment decisions belongs 
exclusively to capital. Labour struggles over 
subsidies, plant closures, and restructuring 
programmes therefore often operate as con-
flicts over the command of investment itself.22

Nevertheless, cross-border coordina-
tion among labour movements in Europe 

21
See “Unions demand urgent action 
as global steel crisis worsens,” 
IndustriAll Europe, November 11, 
2025.  https://www.industri-
all-union.org/unions-demand-ur-
gent-action-as-global-steel-crisis-
worsens/, which stresses that public 
subsidies and trade measures in the 
steel sector must be tied to social 
conditionality, job retention, and 
training. See also “Thousands of 
jobs at risk: unions call for urgent 
action to halt automotive sector cri-
sis,” IndustriAll Europe, July 1, 2025. 

 https://news.industriall-europe.
eu/Article/1319, which demands 
robust social conditionalities and 
job‑preservation safeguards linked 
to public support in the automotive 
sector. See also “Just transition,” 
ETUC, last updated January 19, 
2026.  https://www.etuc.org/en/
issue/just-transition.

22
Stefano Laszlo Capitani et al., Un 
piano per il futuro della fabbrica di 
Firenze: Dall'ex GKN alla Fabbrica 
socialmente integrata, (Fondazione 
Giangiacomo Feltrinelli, 2022).  

 https://fondazionefeltrinelli.it/
app/uploads/2023/01/Finale_Futu-
ro-per-la-fabbrica-di-Firenze.pdf.

20 
“The future of European competi-
tiveness: A competitiveness strategy 
for Europe”, European Commission, 
2025  https://commission.europa.
eu/document/download/97e481fd-
2dc3-412d-be4c-f152a8232961_en. 
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appears to be uneven and institutionally con-
strained, even though scattered episodes of 
joint action and coordinated bargaining sug-
gest the possibility of countervailing power 
within the European industrial landscape.

Taken together, these fractures reveal the 
structural difficulty confronting European 
capital. The absence of synthesis among 
dominant interests prevents the emergence 
of a coherent industrial strategy capable of 
transcending the institutional constraints of 
the monetary union. Competitiveness func-
tions as a shared vocabulary precisely be-
cause it is elastic enough to accommodate a 
range of divergent priorities.

That elasticity, however, inhibits resolu-
tion. Structural contradictions are translated 
into incremental policy adjustments rather 
than strategic transformation.

The result is not equilibrium but managed 
disintegration, which manifests simultane-
ously through processes of concentration 
of capital, territorial fragmentation, and the 
growing risk of selective deindustrialisation 
across parts of the European economy. In-
stead of slowing the consolidation trends 
already visible in European manufacturing, 
territorial fragmentation just reorganises 
them. In doing so, it paves the way for the 
further concentration of capital across the 
European industrial landscape.

 The result is not equilibrium but 
managed disintegration.
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MONOPOLIES, FINANCE, AND THE 
ACCELERATION OF POLARISATION

4

 The fragmentation described above  
does not disperse power, it reorganises it. 
However, when dominant interests fail to 
produce a coherent, unified strategic out-
look, the institutional vacuum does not stay 
empty for long, and it tends to be filled by 
those actors already capable of operating 
across fragmented spaces. In the absence 
of coordinated public planning, fragmenta-
tion becomes a means of selection: it privi-
leges firms capable of functioning on a  
continental scale while marginalising those 
tied to narrower territorial ecosystems.  
Instead of dissolving authority, disintegra-
tion reconfigures it, concentrating it among 
established actors.

Large, integrated corporations are partic-
ularly well-positioned within such an envi-
ronment, as their access to liquidity, trans-
national production networks, and political 
leverage can transform institutional instabil-
ity into strategic advantage. Fragmentation 
presents an opportunity for dominant cor-
porations to arbitrage regulatory systems, 
fiscal regimes, and labour markets across 
jurisdictions. Concentration is therefore not 
simply a by-product of crisis. It functions as 
a mechanism of adaptation to fragmented 
and unstable conditions of accumulation.

Regulatory harmonisation initiatives such 
as the proposed 28th regime illustrate this 
tendency. By reducing transaction costs and 
legal fragmentation within the single market, 
such reforms facilitate cross-border expan-
sion for firms already organised at continen-
tal scale.23 The benefits, however, are un-
evenly distributed. Smaller enterprises are 

embedded within national credit systems, 
domestic supplier networks, and local regu-
latory frameworks, limiting their ability to op-
erate transnationally. Integration therefore 
accelerates consolidation. The result is a 
single market dominated by an ever-smaller 
number of large integrated groups instead 
of a plurality of industrial actors. 

Fiscal asymmetry reinforces this trajec-
tory. When state aid rules are relaxed in re-
sponse to global competition, intervention 
capacity becomes determined largely by 
national fiscal strength. During recent crisis 
periods, the overwhelming majority of ap-
proved industrial aid originated from a small 
number of fiscally stronger member states.24 
While the single market remains formally 
unified, its capacity to shape industrial out-
comes is increasingly uneven.

In practice, this means that firms head-
quartered in stronger fiscal jurisdictions 
benefit from support mechanisms unavail-
able to competitors located elsewhere. 
Industrial geography begins to shift ac-
cordingly, as production clusters gravitate 
toward regions combining fiscal capacity, in-
frastructure, and financial depth.

Financialisation deepens these dynam-
ics further. In a monetary union that lacks 
centralised fiscal authority, capital markets 
increasingly function as the de facto coor-
dinators of investment allocation because 
allocation reflects liquidity and risk met-
rics as opposed to territorial or technolog-
ical coordination. Since financial markets 
do not operate according to developmental 
priorities, allocation follows expectations of 

23
“EU Inc: A New Harmonised 
Corporate Legal Regime,” Company 
Law and Corporate Governance, 
European Commission, March 
18, 2026.  https://commission.
europa.eu/topics/business-and-in-
dustry/doing-business-eu/compa-
ny-law-and-corporate-governance/
eu-inc-new-harmonised-corpo-
rate-legal-regime_en.  Financial markets exercise  

authority over which forms of  
production are expanded,  
restructured, or abandoned.

24
Adam A. Ambroziak, “The New EU 
Industrial Policy: A paradigm shift in 
need of coordination and funding”, 
Swedish Institute for European Pol-
icy Studies (SIEPS) 2025:2 (SIEPS, 
2025).  https://sieps.se/en/publi-
cations/2025/the-new-eu-industri-
al-policy/
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liquidity, profitability, and risk-adjusted re-
turn. This means that financial markets do 
not merely finance industrial activity; they 
exercise authority over which forms of pro-
duction are expanded, restructured, or 
abandoned.

Long-term industrial transformation rarely 
conforms easily to these criteria. Projects 
associated with decarbonisation, infrastruc-
ture renewal, or supply-chain restructuring 
often involve extended investment horizons 
and territorially embedded production net-
works, meaning returns may be stable but 
slower to materialise. Under shareholder 
value metrics, however, such investments 
perform poorly relative to financial distribu-
tions that yield immediate returns.

Corporate balance sheets reveal the re-
sulting tension. Across several sectors, prof-
itable firms have expanded dividends and 
share buyback programmes while produc-
tive reinvestment within the European Union 
remains uneven. This pattern reflects the 
logic of financialised corporate governance, 
where maintaining shareholder confidence 
through distributions often takes prece-
dence over expanding productive capacity. 
The contradiction is striking: corporations 
that frequently warn of declining competi-
tiveness or existential industrial threats si-
multaneously pay substantial shareholder 
distributions. Their own actions suggest that 
any constraints are more tied to the priorities 
that guide resource allocation than to the ac-
tual availability of resources themselves. 

The issue is not scarcity of capital. In-
deed, Europe is a high-saving economy with 
substantial financial resources.25 Euro area 
households saved around 15% of dispos-
able income in 2024, while the euro area 
maintains a positive net international invest-
ment position that exceeds €1.6 trillion. In 
total, European households collectively hold 
around €35 trillion in financial wealth, a re-
flection of the continent’s substantial pool of 
accumulated savings capital.26 The issue is 
therefore not money itself, but authority over 
its allocation.

25
Elie Farah et al., “Europe has 
capital, but needs to fix the financial 
plumbing,” World Economic Forum,  
January 19, 2026.  https://www.
weforum.org/stories/2026/01/
europe-has-capital-to-compete-just-
needs-fix-financial-plumbing/.

26
“Household saving rate stable 
at 15.3% in the euro area,” Euro 
Indicators, Eurostat, April 4, 2025. 

 https://ec.europa.eu/eurostat/
web/products-euro-indicators/w/2-
04042025-ap; “Euro area quar-
terly balance of payments and 
international investment position: 
fourth quarter 2024,” European 
Central Bank, April 4, 2025.  
https://www.ecb.europa.eu/
press/stats/bop/2025/html/ecb.
bq250404~3a3bb7d212.en.html
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Financial markets reward strategies that 
maximise short-term valuation, but industrial 
transformation requires patient capital, insti-
tutional coordination, and credible long-term 
commitments. When the former governs 
the allocation process, the latter becomes 
structurally difficult to sustain.

Core–periphery dynamics intensify under 
these conditions, as investment naturally 
gravitates toward regions already charac-
terised by industrial density, infrastructure, 
and fiscal capacity. Peripheral regions face 
higher borrowing costs, weaker financial 
ecosystems, and limited public intervention 
capacity. Their governments often compete 
defensively, offering concessions in taxa-
tion, regulation, or labour conditions to at-
tract mobile capital.

Subsidy competition simultaneously op-
erates on multiple levels. Externally, the US 
Inflation Reduction Act offers firms credi-
ble relocation alternatives backed by sub-
stantial fiscal commitments.27 Internally, 
core member states possess a greater abil-
ity to respond with matching incentives that 
peripheral states usually cannot compete 
with. What emerges is not simply competi-
tive adjustment, but a structured hierarchy 
of competition in which fiscal capacity and 
financial depth reinforce existing industrial 
advantages, further polarising the conti-
nent’s industrial geography.

Labour relations adjust within this frame-
work. The mobility of capital strengthens 
managerial leverage in negotiations over 
wages, the conditions under which labour is 
organised, and restructuring programmes. 

The possibility of relocation, whether across 
borders or continents, weakens bargaining 
power at the workplace level. Performance 
targets tied to financial metrics further in-
tensify pressure for cost discipline and pro-
ductivity gains.

Yet labour is neither passive nor absent 
from this process. For instance, in situations 
where public subsidies are involved, trade 
unions often demand enforceable condi-
tionalities that link public support to employ-
ment guarantees and investment commit-
ments. These demands expose a central 
contradiction: public funds deployed without 
public leverage effectively stabilise corpo-
rate profitability without altering command 
structures. In other words, they function as 
transfers of capital rather than coordination 
of investment.

The concentration and polarisation 
emerging across the European industrial 
landscape are not accidental outcomes. 
They are the logical outcome of an institu-
tional architecture that delegates planning 
authority to markets while fragmenting fis-
cal capacity across member states. Without 
mechanisms capable of coordinating invest-
ment across territories and sectors, adjust-
ment occurs through hierarchy. Concentra-
tion becomes a substitute for coordination.

27
Christian Scheinert, EU’s Response 
to the US Inflation Reduction Act 
(IRA), In-Depth Analysis IPOL_
IDA(2023)740087, Directorate-Gen-
eral for Internal Policies, European 
Parliament, 2023.  https://www.
europarl.europa.eu/RegData/
etudes/IDAN/2023/740087/IPOL_
IDA(2023)740087_EN.pdf. 

 The issue is not money itself, 
but authority over its allocation.
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 Concentration becomes a 
substitute for coordination.
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 Beneath the developments described 
thus far, there is an institutional anchor that 
rarely features in European policy debates: 
the strict separation between monetary  
authority and industrial coordination. This 
insulation was originally intended to pre-
vent fiscal dominance and safeguard price 
stability. Indeed, the European Central 
Bank is commonly described as the guard-
ian of price stability, but its role extends 
further. Within the architecture of the mon-
etary union it functions as the keystone of  
a system that insulates credit allocation 
from democratic direction. Defenders of 
the current framework argue that insulating 
monetary policy from political pressures  
is essential in order to anchor expectations 
and prevent fiscal dominance. A series  
of industrial packages and plans, from the 
Green Deal Industrial Plan and the Net-Zero 
Industry Act to the more recent Industrial  
Accelerator Act, has been developed within 
this constraint. These measures expand 
the repertoire of incentives applied to pri-
vate investors, but do not endow public in-
stitutions with direct command over credit 
creation. The monetary framework there-
fore does not merely stabilise prices, it 
shapes the conditions under which capital 
can organise production, labour, and terri-
tory across the European Union.

This separation is no accident; it is em-
bedded in the EU’s treaty law and institu-
tional design. Article 123 of the Treaty on the 
Functioning of the European Union prohib-
its the direct monetary financing of public 
deficits.28 The ECB’s primary mandate is to 

maintain price stability,29 but fiscal authority 
is decentralised across member states and 
subject to stability constraints that limit the 
scope for expansionary public investment. 
From a historical perspective, the resulting 
configuration is unusual: a monetary union 
endowed with powerful central banking au-
thority, but lacking a corresponding federal 
fiscal instrument capable of directing large-
scale investment.

Under these conditions, industrial policy 
and industrial transformation operate  
indirectly. Policy instruments take the form 
of guarantees, de-risking mechanisms, 
and state-backed incentive structures de-
signed to mobilise private capital. Public 
institutions attempt to influence investment 
decisions indirectly — through guarantees, 
incentive structures, and market-shaping 
mechanisms — without exercising direct 
authority over credit creation. Planning in 
the classical sense, meaning coordinated 
investment guided by collective priorities, 
is replaced by a complex architecture of 
financial engineering.

But the absence of public credit direc-
tion does not eliminate planning, it merely 
relocates it to markets, making them the de 
facto coordinators of investment decisions. 
Credit allocation continues to structure in-
dustrial transformation, but the authority 
guiding that allocation shifts from public in-
stitutions to financial markets and private 
balance sheets, and with it the power to de-
termine where investment occurs, which 
sectors expand, and under what conditions 
labour is organised.

THE CENTRAL BANK AS KEYSTONE 
OF DISCIPLINE: WHY PLANNING IS 
MADE IMPRACTICABLE

5

28
“Consolidated Version of the Treaty 
on the Functioning of the European 
Union,” Official Journal of the Euro-
pean Union, C 326/47, October 26, 
2012.  https://eur-lex.europa.eu/
LexUriServ/LexUriServ.do?uri=CEL-
EX:12012E/TXT:en:PDF

29
Ibid., art. 127(1).
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 Planning does not disappear. It 
is relocated to markets.
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This shift has profound implications for in-
dustrial geography, employment stability, 
and the balance of power between capital 
and labour. Financial markets allocate cap-
ital according to expected returns, liquid-
ity preferences, and risk assessments em-
bedded in existing portfolios. These criteria 
are not neutral with respect to productive 
transformation. Projects associated with 
decarbonisation, infrastructure renewal, or 
industrial conversion often require large up-
front commitments, and yield returns over 
extended horizons. Such investments are 
structurally disadvantaged when measured 
against financial assets that offer quicker 
and more predictable returns.

External comparison highlights the pecu-
liarity of Europe’s arrangement. The United 
States deploys fiscal capacity — federal 
spending and tax incentives — to anchor in-
dustrial transformation, while China directs 
credit through policy banks and long-term 
strategic planning. Europe, by contrast, 
separates monetary authority from indus-
trial coordination, and relies heavily on mar-
ket-based mobilisation of savings.

The neutrality argument frequently invoked 
to defend this architecture obscures its 
distributive consequences: monetary pol-
icy decisions unevenly reshape borrow-
ing conditions for governments, firms, and 
households; interest rate adjustments in-
fluence investment incentives across sec-
tors and territories; and asset purchase 
programmes, such as those implemented 
during the sovereign debt crisis and the 
pandemic period, are deployed to stabilise 
financial markets decisively when systemic 
risk emerges.30 Support for long-term pro-
ductive reconstruction, by contrast, tends 
to operate through more conditional and in-
direct mechanisms.

Recent crises have made this asymme-
try evident. When financial stability has 
come under threat, extraordinary liquid-
ity measures have been deployed rapidly 
and at considerable scale. However, pol-
icy responses to challenges in industrial 
restructuring, energy transition, or terri-
torial rebalancing were more fragmented 
and temporary. This contrast illustrates 
the hierarchy embedded within Europe’s 

30
Benjamin Böninghausen et al., “The 
pandemic emergency purchase 
programme – an initial review,” ECB 
Economic Bulletin 8 (2022).  

 https://www.ecb.europa.eu/press/
economic-bulletin/articles/2023/
html/ecb.ebart202208_01~bf-
0907fa1f.en.html.
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institutional design: the system’s main pri-
ority is to preserve financial stability, while 
production has to adapt to the constraints 
generated by monetary discipline.

But this hierarchy is no longer uncon-
tested. Trade unions demanding investment 
guarantees, governments confronting in-
dustrial decline, and social movements op-
posing austerity measures have all begun to 
question a framework in which financial sta-
bility consistently overrides productive coor-
dination. The debate increasingly concerns 
the broader purpose of monetary authority 
within a transforming political economy.

There have been calls to expand the 
ECB’s role in supporting public investment, 
but critics of this idea raise legitimate con-
cerns. Monetary financing, they argue, risks 
undermining price stability and blurring the 
boundary between fiscal and monetary pol-
icy. The threat of fiscal dominance is a re-
curring topic in these discussions.

Nevertheless, the relationship between 
investment and price stability is more com-
plex than such objections suggest. Public 
investment directed toward energy systems, 
industrial capacity, and infrastructure can al-
leviate the very supply constraints that con-
tribute to inflationary pressures over the me-
dium term. The challenge is not to abandon 
price stability as a policy objective, but to in-
terpret stability within a context of structural 
transformation. A rigid separation between 
monetary authority and productive coordina-
tion may ultimately prove counterproductive.

The Draghi and Letta reports recognised 
that Europe faces a persistent investment 

gap and requires large-scale industrial 
transformation. Their diagnoses are often 
compelling, but both accept the existing 
monetary architecture as a given. The policy 
solutions they propose are therefore limited 
to mobilising private savings and deepening 
capital markets.31 Neither report meaning-
fully touches on the institutional question at 
the centre of the problem: the authority gov-
erning credit allocation.

What emerges here is a cycle. As invest-
ment lags, competitiveness reforms inten-
sify. Cost pressures shift toward labour mar-
kets, and territorial divergence deepens. 
Political instability then grows, reinforcing 
dependence on mobile capital and financial 
markets. The institutional constraint then re-
produces itself through successive rounds 
of adjustment.

Within this framework, planning appears 
impracticable. This is not because coordi-
nated investment is conceptually impossi-
ble, but because the command of credit is 
insulated from democratic determination. 
As long as authority over large-scale financ-
ing remains structurally separate from col-
lective priority-setting, industrial strategy 
will continue to operate within the boundar-
ies set by financial conditions.

This constraint sets the stage for one of 
the biggest questions confronting European 
policy debates: whether institutional mech-
anisms capable of redistributing authority 
over investment can actually be constructed 
within the existing monetary framework, 
or whether the architecture itself must ulti-
mately be transformed. 

 Planning appears impracticable because 
the command of credit is insulated from 
democratic determination.

31
European Commission, “The Future 
of European Competitiveness,” 2025. 

 https://commission.europa.eu/
document/download/97e481fd-
2dc3-412d-be4c-f152a8232961_en?-
filename=The%20future%20of%20
European%20competitiveness%20
_%20A%20competitiveness%20
strategy%20for%20Europe.pdf. 
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 European industry cannot be reorganised 
in an institutional vacuum, nor can its reor-
ganisation be understood as a purely eco-
nomic adjustment. As the limitations of mar-
ket-based coordination become more and 
more evident, new forms of investment di-
rection are emerging. This is occurring not 
just through the reconstruction of public 
planning, but also through the growing cen-
trality of security, defence, and geopolitical 
competition. This shift cannot be reduced 
to an external shock imposed on an other-
wise purely economic process; it is a struc-
tural response to the very contradictions 
analysed throughout this paper. 

When investment allocation cannot be 
stabilised through profitability and finan-
cial validation alone, it creates a need for al-
ternative mechanisms of coordination that 
can sustain demand, secure strategic pro-
duction, and redirect industrial investment 
toward defence-related sectors. At present, 
these mechanisms often take the form of 
militarisation. This is not to say that indus-
trial capital invariably produces militarisa-
tion, but rather that sections of productive 
capital adapt to (and opportunistically rely 
on) defence-related demand as one of the 
few available mechanisms capable of an-
choring expectations and securing long-
term returns under conditions of prolonged 
instability. 

Nevertheless, militarisation does not 
resolve the underlying contradictions of 
fragmented accumulation and uneven de-
velopment. What it offers is a partial and 
politically regressive form of coordination 

MILITARISATION AND  
RECONFIGURATION OF  
INDUSTRIAL COMMAND

6
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organised around geopolitical confronta-
tion and security imperatives. Recent Eu-
ropean debates on industrial policy have 
progressively incorporated the language of 
economic security, strategic autonomy, and 
defence capacity, signalling a redefinition 
of the scale and function of state interven-
tion.32 Investment is no longer framed solely 
in terms of competitiveness or innovation, 
but also as a matter of geopolitical position-
ing, access to critical resources, and the 
protection of technological infrastructures.

Militarisation does not represent a break 
from the existing model of accumulation, it 
merely reconfigures it. Where market-based 
coordination proves insufficient, forms of di-
rected investment re-emerge through state–
capital configurations structured by exter-
nal competition. As a result, industrial policy 

becomes partially subordinated to strategic 
considerations of defence, supply security, 
and geopolitical alignment.

However, this form of coordination is in-
herently unstable. While it is capable of 
mobilising resources at scale, military ex-
penditure does not resolve the underlying 
misalignment between financial allocation 
and long-term productive transformation. 
In the absence of sustained conflict, it fails 
to generate stable and socially produc-
tive demand. If such demand is to be main-
tained, it presupposes the normalisation of 
geopolitical confrontation, with all the risks 
this entails.

Moreover, the diversion of resources to-
ward defence-related activities risks crowd-
ing out investment in sectors that are cen-
tral to the ecological and technological 

32
Olimpia Fontana and Simone 
Vannuccini, “How to Institutionalise 
European Industrial Policy (for 
Strategic Autonomy and the Green 
Transition)”, CSF Research Paper, 
(Fondazione Centro Studi sul Fed-
eralismo, February 2024).  https://
www.fondazionecsf.it/images/2024/
Research-paper/CSF-RP_EU-In-
dustrial-Policy_Fontana-Vannucci-
ni_Feb2024.pdf.
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transformation of the European economy, 
including energy systems, infrastructure, 
and industrial upgrading.33 Rather than over-
coming the structural constraints identified 
in this paper, militarisation displaces them, 
coordinating industry through existing struc-
tures of hierarchy and external projection 
rather than through collective planning.

This trajectory towards militarisation 
also reshapes Europe’s position within the 
global economy. The alignment of industrial 
strategy with geopolitical blocs reduces the 
space for autonomous development, and 
reinforces dependencies on external tech-
nological and security architectures.34 In a 
context of deep interdependence, such dy-
namics risk amplifying instability instead of 
safeguarding long-term development. 

Militarisation appears as a historically 
specific form through which the crisis of 
command is provisionally managed rather 
than resolved. It reintroduces coordination 
through external constraint, anchoring in-
vestment in geopolitical imperatives while 
leaving intact the underlying distribution of 
authority over credit and production. It does 
not offer an alternative to the existing model, 
it merely transforms it under conditions of in-
tensified competition. Yet the war economy 
cannot be understood as a neutral mecha-
nism of industrial coordination. Its expansion 

redirects social resources toward military 
production, normalises permanent geopolit-
ical confrontation, and subordinates social 
and ecological priorities to security impera-
tives. The destructive and potentially deadly 
consequences of such a trajectory are not 
external side effects; they are intrinsic to a 
model of coordination that is increasingly or-
ganised around militarised competition. 

This trajectory stands in contrast to a 
different possibility: the re-establishment 
of democratic command over investment, 
through which coordination would be or-
ganised internally, via collective determi-
nation of priorities rather than external 
pressure. The tension between these two 
possibilities has come to define the strate-
gic space within which European industrial 
policy now unfolds.

 Militarisation appears as a historically 
specif ic form through which the crisis of 
command is provisionally managed rather 
than resolved.

33
 Markku Lehmus et al., “Will higher 
defence spending boost euro area 
growth?” Bank of Finland Bulletin, 
October 1, 2025.  https://www.
bofbulletin.fi/en/2025/5/will-high-
er-defence-spending-boost-euro-
area-growth/.

34
Lukas Bertram et al., A Unified 
Industrial Strategy for the EU, Policy 
Study (FEPS, December 2024).  

 https://feps-europe.eu/wp-con-
tent/uploads/2024/12/A-unified-in-
dustrial-strategy-for-the-EU.pdf. 

6  MILITARISATION AND RECONFIGURATION OF INDUSTRIAL COMMAND



32 A CRISIS OF VALUE AND STRUCTURAL CONSTRAINTS

 Debates surrounding the Alden Biesen 
retreat reveal more than just disagreement 
over policy; they expose a structural tension 
between the organisation of production  
and the institutional framework that governs 
it. European institutions now acknowledge a 
cluster of interrelated problems: insufficient 
investment, technological dependence,  
energy vulnerability, and growing territorial 
divergence. However, the dominant  
responses continue to be couched in the 
language of competitiveness, a vocabulary 
that largely ignores the distribution of  
authority over credit and investment that 
structures these outcomes.35 

At its core, the crisis is not simply a ques-
tion of coordination, but a conflict over com-
mand. As long as industrial transformation 
is subordinated to private profitability and 

market-based investment control, adjust-
ment will mainly be determined by hierarchy, 
specifically through concentration of capi-
tal, territorial divergence, and the flexibilisa-
tion of labour. The current wave of European 
initiatives — from the Green Deal Industrial 
Plan and the Net-Zero Industry Act to the 
Savings and Investment Union and the In-
dustrial Accelerator Act — operates within 
this horizon. It seeks to recalibrate incentives 
for private capital without altering the dis-
tribution of authority over credit and invest-
ment that underpins the crisis of command.36

Public planning in this context does not 
equate to bureaucratic micromanagement 
of production. It means changing who sets 
priorities, who bears risk, and who ulti-
mately governs the direction of credit and 
investment. This is a question of institutional 

RE-ESTABLISHING DEMOCRATIC 
COMMAND OVER INVESTMENT

7
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power, of the capacity to coordinate long-
term transformation across sectors and 
territories instead of leaving adjustment to 
the selective pressures of capital mobility 
and financial markets. Planning is directly 
related to the conditions under which labour 
is organised, disciplined, and reproduced 
within the productive system. The issue, 
therefore, is not whether planning exists, 
but whether the authority organising invest-
ment continues to be located in financial 
markets or becomes subject to democratic 
coordination. This distinction is decisive. 
Contemporary capitalism already contains 
extensive forms of planning, but they oper-
ate through corporate hierarchies, financial 
markets, and concentrated ownership struc-
tures. The question is therefore not whether 
economic coordination should be planned, 
but who exercises that planning power, in 
whose interests, and through which institu-
tions. Democratic planning begins from the 
premise that decisions with far-reaching so-
cial consequences cannot be the exclusive 
prerogative of private property. 

Such a shift requires institutional mech-
anisms capable of operating across mul-
tiple levels of economic governance, from 

monetary authority and public investment 
to sectoral restructuring and labour stan-
dards. The agents of such a transformation 
cannot be limited to European institutions 
alone. They would, by necessity, include 
organised labour, trade unions, workplace 
representation structures, public financial 
institutions, parliamentary bodies, and 
territorial coalitions capable of contesting 
investment decisions. The central barrier is 
therefore not only institutional design, but 
the need  
to construct political forces capable of chal-
lenging capital’s existing command over 
credit and production. However, democratic 
command over investment cannot be re-es-
tablished through one single instrument. 
It requires a constellation of institutions 
capable of shaping the allocation of capital 
across the entire investment cycle, from 
the creation of credit to the organisation 
of production. The following sections ex-
amine four such institutional dimensions 
(public credit, collective investment vehi-
cles, ownership structures, and monetary 
infrastructure) before turning to the external 
constraints within which any European  
industrial strategy must operate.

 At its core, the crisis is not simply a 
question of coordination, but a conflict 
over command.

35
Annastiina Papunen and Astrid Wo-
rum, “Outcome of the 12 February 
2026 EU leaders’ competitiveness 
retreat,” EPRS Briefing PE 774.723, 
European Parliamentary Research 
Service, February 19, 2026.  
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 The first institutional lever capable of par-
tially restoring democratic command over 
investment can be found in the organisation 
of credit itself. In contemporary financial-
ised economies, investment decisions are 
largely mediated by private financial insti-
tutions, whose lending behaviour is shaped 
by expectations of profitability, liquidity con-
ditions, and market volatility. While such 
mechanisms can efficiently allocate capi-
tal within mature markets, they are far less 
suited to situations requiring large-scale 
structural transformation.

At its core, the question of investment  
coordination is inseparable from the distri-
bution of power between capital and labour 
itself. As long as the authority to allocate 
credit, and thus direct production, remains 
concentrated in private hands, industrial 
transformation will continue to serve the im-
perative of profitability rather than social 
and ecological reproduction.

However, the expansion of public instru-
ments should not be understood as an end 
in itself. In the absence of a transformation 
in the underlying relations of power, pub-
lic authority can easily function as a mech-
anism for stabilising accumulation rather 
than redirecting it.

Across the European economy, firms con-
tinue to report persistent constraints on in-
vestment linked to uncertainty, financing 
conditions, and uneven access to credit.37 
These constraints are particularly visible in 
sectors characterised by long investment 
horizons, high capital intensity, and un-
certain technological returns. Under such 

conditions, private capital often displays a 
structural preference for financial assets or 
short-term projects over the patient invest-
ment required for industrial restructuring.

Public credit institutions historically 
emerged to address this particular gap be-
tween financial markets and productive 
transformation.38 Development banks and 
publicly supported credit systems allowed 
governments to direct long-term financing 
toward infrastructure, industrial upgrading, 
and technological innovation. Contempo-
rary European arrangements retain partial 
traces of this institutional form: the Euro-
pean Investment Bank, together with na-
tional development banks such as the Ger-
man KfW or the French Caisse des Dépôts, 
continues to provide long-term financing 
capacity at scale. Nevertheless, their op-
eration is structurally embedded within 
a framework in which public instruments 
function predominantly as complements 
to private capital, oriented more toward 
risk-sharing and market mobilisation than 
the direct coordination of investment prior-
ities. What persists is therefore not the to-
tal absence of institutional capacity, but its 
subordination to a configuration in which 
the command of credit is largely external to 
democratic determination.

The European Investment Bank is one of 
the most significant remaining examples of 
this institutional tradition, though its role has 
been gradually redefined in ways that priori-
tise sharing financial risks with private inves-
tors over the active coordination of industrial 
transformation. This orientation reflects the 

PUBLIC CREDIT AND THE 
COORDINATION OF INVESTMENT

7.1
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broader logic of European economic gover-
nance, where public institutions frequently 
operate as catalysts for private capital rather 
than strategic investors in their own right.

Reconsidering the role of public credit 
requires more than expanding existing lend-
ing programmes. It means restoring the 
capacity of public financial institutions to 
direct investment according to collectively 
determined priorities rather than the liquid-
ity preferences of financial markets. Devel-
opment banks can thus function as stabilis-
ing anchors within the investment system, 
directing financing toward the sectors and 
regions that private capital systematically 
underserves.

Such institutions can also mitigate ter-
ritorial divergence within the European 
economy. Financial integration across the 
eurozone is uneven, and firms in different 
member states continue to face markedly 
different financing conditions.39 By channel-
ling investment toward regions that financial 
markets perceive as risky, public credit in-
stitutions can help prevent the geographical 
concentration of industrial activity that char-
acterises European economic development.

Public credit does not merely provide addi-
tional sources of finance. It alters the institu-
tional terrain on which investment decisions 
are made, introducing longer time horizons 
and broader social priorities into the alloca-
tion of capital. However, this does not mean 
that public credit can automatically fix in-
vestment coordination. Its effectiveness ulti-
mately depends on the institutional context 
in which lending decisions are made. Public 
credit, in this sense, is not merely a techni-
cal instrument for correcting market failures. 
It represents a shift, however partial, in the 
balance of power over the organisation of 
production, opening space for forms of co-
ordination that are not subordinated to the 
short-term validation of financial markets.

 Public credit alters the institutional 
terrain on which investment decisions 
are made.
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Area, (European Central Bank, June 
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 While public credit institutions can sup-
port long-term financing, the scale of con-
temporary industrial transformation requires 
mechanisms capable of mobilising capital 
on a much broader basis. Strategic invest-
ment funds are one institutional form that 
can bring about this mobilisation.

The rationale for these funds emerges 
from the structural characteristics of mod-
ern technological change. Industrial trans-
formation increasingly takes place across 
complex production ecosystems where in-
frastructure, manufacturing capacity, digi-
tal technologies, and energy systems are all 
inextricably linked. Investment decisions in 
one sector thus depend on complementary 
investments in others. Left entirely to decen-
tralised market processes, this form of  
coordination often leads to fragmented or  
delayed investment.

Strategic investment funds offer a way of 
overcoming these coordination failures. By 
pooling financial resources and directing 
them toward specific sectors, they allow gov-
ernments and public institutions to articulate 
long-term investment strategies that extend 
beyond the horizons of individual firms.

European initiatives, such as joint bor-
rowing instruments and common invest-
ment programmes, have already demon-
strated that collective mobilisation of 
financial resources is institutionally feasi-
ble. Additionally, the experience of recent 
European investment initiatives suggests 
that, when political consensus emerges 
around common priorities, shared financial 
capacity can support large-scale industrial 
programmes.

However, what distinguishes strategic funds 
from traditional public subsidies is not only 
their ability to operate across longer time hori-
zons, but also their capacity to impose stron-
ger forms of accountability on the use of pub-
lic resources. Without this, strategic funds 
risk reproducing the failures of subsidy-based 
industrial policy, where public resources 
shore up corporate balance sheets without 
guaranteeing reinvestment, employment pro-
tection, or productive transformation. 

Strategic funds also allow for long-term  
investment. Industrial transformation rarely 
unfolds within the strict quarterly rhythms 
that govern financial markets; what it needs 
instead is sustained investment commit-
ments spanning decades. Strategic invest-
ment vehicles can meet this need by pro-
viding a financial architecture capable of 
maintaining continuity in the face of market 
volatility.

Equally important is their potential role in 
coordinating sectoral transformation. Rather 
than supporting isolated projects, invest-
ment funds can align financial resources 
with broader technological trajectories, en-
suring that complementary investments 
emerge across interconnected industries.

Strategic funds operate not only as finan-
cial instruments, but also as institutional de-
vices for organising the collective expecta-
tions that surround the future direction of 
economic development. Without such col-
lective mechanisms, coordination will con-
tinue to emerge through competitive and 
hierarchical pressures, reinforcing the dy-
namics of concentration and territorial diver-
gence that are already at work.

STRATEGIC INVESTMENT FUNDS  
AND SECTORAL TRANSFORMATION

7.2

 Strategic funds organise collective 
expectations about the future direction 
of economic development.
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institutional networks capable of directing in-
vestment across entire production systems.

The wave of privatisation that accompa-
nied financial liberalisation in the late twenti-
eth century significantly reduced the scope 
of public ownership across these sectors. 
While privatisation was often justified in 
terms of efficiency gains and competitive 
discipline, it also transferred strategic de-
cision-making authority over investment to 
private corporations and financial markets. 

Reconsidering the role of public owner-
ship does not necessarily mean a wholesale 
return to earlier institutional configurations. 
However, maintaining a public stake in stra-
tegic sectors can give governments signif-
icant influence over long-term investment 
decisions. In sectors undergoing techno-
logical transition (such as energy systems 
shifting toward renewable sources), public 
participation can allow governments to co-
ordinate transformation without exposing 
critical infrastructures to purely speculative 
pressures.

Ownership structures also influence how 
firms manage industrial restructuring and la-
bour relations. Enterprises operating solely 
under market-based incentives may priori-
tise short-term profitability, even when such 
strategies undermine long-term industrial 
capabilities. Publicly controlled enterprises, 
on the other hand, can provide greater con-
tinuity in periods of technological change, 
preserving productive capacity as new in-
dustrial configurations emerge.

Legal competence for coordination be-
tween industrial policy and labour institu-

 Financial instruments alone are rarely 
enough to stabilise sectors undergoing 
deep structural transformation. In industries 
characterised by high fixed costs, network 
infrastructures, and strategic importance, 
ownership structures themselves shape  
the trajectory of investment. They are  
therefore a major site of conflict, as the way 
assets are controlled ultimately shapes not 
only investment decisions, but also the  
conditions under which labour is organised  
and surplus is distributed.

But public ownership does not automati-
cally equate to democratic control. Without 
mechanisms to shape decision-making over 
investment and production, it risks simply 
reproducing existing forms of managerial 
or financial control within a nominally pub-
lic framework. For this reason, ownership 
should not be understood simply as a legal 
category, but as a social relation. The cen-
tral issue is whether workers, communities, 
and democratic institutions possess effec-
tive capacities to shape investment deci-
sions, technological trajectories, and the or-
ganisation of production. Public ownership 
becomes transformative only when it redis-
tributes authority in addition to assets. 

Throughout much of the twentieth cen-
tury, several European economies relied ex-
tensively on public ownership to coordinate 
industrial development. State-owned enter-
prises played central roles in sectors such 
as energy, transport, telecommunications, 
and heavy industry. These enterprises of-
ten worked closely with development banks 
and public investment institutions, forming 

PUBLIC OWNERSHIP AND THE 
STABILISATION OF STRATEGIC 
SECTORS
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tions already exists within the European 
frameworks that govern social dialogue and 
industrial relations.40 The challenge is there-
fore not the absence of institutional tools, 
but the political willingness to use them.

Ownership should thus be understood 
not as an ideological alternative to markets, 
but as one institutional component within a 
broader system of investment governance. 
Historical and contemporary examples  
already demonstrate the continuing rele-
vance of publicly coordinated investment 
within capitalist development, from the role 
of IRI and ENI in Italy’s post-war industriali-
sation, to KfW’s long-term industrial financ-
ing in Germany, and the strategic direc-
tion of credit and infrastructure investment 
across significant sectors of the contempo-
rary Chinese economy. While these exam-
ples differ substantially in political form and 
institutional structure, they all demonstrate 
forms of long-term coordination that outper-
form the impatient short-term horizons of  
financial markets.

 For this reason, ownership should not be 
understood simply as a legal category, but as 
a social relation.

40
Béla Galgóczi, Industrial policy for 
quality jobs and a just transition: 
Plotting a route through the Fiscal 
and geopolitical trap, ETUI Research 
Paper – Policy Brief 2024.04, 
(European Trade Union Institute, 
2024).  https://www.etui.org/
publications/industrial-policy-quali-
ty-jobs-and-just-transition
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However, current proposals for the digital 
euro are deliberately cautious. The project 
has largely been framed as a payment inno-
vation intended to preserve monetary sover-
eignty in an increasingly digital financial  
environment. Its potential implications  
for the broader organisation of credit and  
investment have received comparatively 
little attention.

Nevertheless, the debate highlights  
a fundamental institutional question. If in-
vestment coordination is to be restored,  
the monetary system cannot remain entirely 
detached from the command of industrial 
transformation.

 The final dimension of democratic com-
mand over investment relates to the institu-
tional architecture of the monetary system 
itself. In modern capitalist economies, the 
process of capital accumulation begins with 
the creation of credit, a system that allows 
the institutions governing the monetary  
circuit to exert profound influence over the  
direction of investment.

The European Central Bank occupies a 
central position within the eurozone’s archi-
tecture, but the transmission of monetary pol-
icy to the real economy is largely mediated 
through private financial institutions. Liquidity 
created by the central bank enters the econ-
omy primarily through the banking system 
and financial markets, giving them consider-
able discretion over the allocation of credit.

This institutional structure has significant 
consequences. While monetary policy can 
stabilise financial markets during periods 
of crisis, it exercises only indirect influence 
over the sectoral distribution of investment. 
Liquidity can thus support asset prices and 
financial stability without necessarily trans-
lating into sustained productive investment.

Recent debates surrounding central 
bank-issued digital currencies offer a vision 
for how this architecture could be recon-
figured. A digital euro issued directly by the 
European Central Bank could, in principle, 
create new institutional channels that link 
monetary liquidity to public investment insti-
tutions. Such arrangements could facilitate 
closer coordination between monetary  
policy, development banks, and long-term  
industrial investment programmes.

MONETARY INFRASTRUCTURE  
AND THE DIGITAL EURO
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 At this point, a broader question inevita-
bly arises: how far can investment coordina-
tion be reconstructed within an economic 
space as externally integrated as the Euro-
pean Union?

The European economy is deeply embed-
ded in global production networks charac-
terised by technological interdependence, 
trade integration, and geopolitical competi-
tion. Any attempt to reconstruct democratic 
command over investment in Europe must 
therefore also take into account the external 
environment within which the continent’s  
industrial development takes place.

European industry is particularly depen-
dent on external sources for several key 
technological inputs and raw materials, and 
supply chain disruptions during recent cri-
ses have exposed the vulnerabilities associ-
ated with such dependencies. At the same 
time, the industrial strategies of major eco-
nomic powers increasingly seek to secure 
technological leadership and strengthen  
domestic production capacities.

In response, European policy debates 
have adopted the language of strategic  
autonomy and competitiveness. However, 
strategies based solely on competitive  
escalation run the risk of reproducing the 
same dynamics of fragmentation that have 
already shaped global industrial develop-
ment. In a highly interdependent world 
economy, attempts to secure technological 
leadership through unilateral industrial  
rivalry may ultimately generate new forms  
of instability.

The challenge facing Europe therefore ex-
tends beyond rebuilding domestic industrial 
capacity. It also involves navigating an inter-
national environment where technological 
capabilities, trade relations, and geopolitical 
alliances are ever more intertwined.

A robust, long-lasting industrial strategy 
will not only strengthen internal investment 
coordination; it will also develop forms of  
international cooperation that stabilise tech-
nological exchange and production net-
works. In a global economy structured by 
interdependence rather than autarky, the 
long-term sustainability of industrial devel-
opment may ultimately depend on nego-
tiated forms of coordination among major 
economic blocs rather than on the indefinite 
intensification of industrial competition.

These considerations lead to a set of  
strategic questions that extend beyond  
the immediate scope of institutional reform. 
Who ultimately governs the command of 
investment in a globalised economy? Can 
democratic institutions regain influence 
over the direction of technological change 
without retreating into economic fragmen-
tation? And can industrial transformation 
emerge through cooperative arrangements 
rather than escalating forms of geopolitical 
rivalry?

The answers to these questions will shape 
not only the future of European industry, but 
also the broader configuration of the global 
economic order.

EXTERNAL CONSTRAINTS  
AND STRATEGIC QUESTIONS

8

 Sustainable industrial development 
depends on negotiated coordination, not 
indefinite industrial competition.
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the dominant policy framework continues 
to rely primarily on market incentives de-
signed to mobilise private capital. As long as 
the authority governing credit creation and 
investment command remains largely ex-
ternal to democratic institutions, industrial 
restructuring will most likely emerge from 
processes of concentration, territorial diver-
gence, and labour flexibilisation. These ten-
dencies are not unintended side effects, but 
expressions of a system in which coordina-
tion emerges through competitive selection 
rather than collective direction.

Re-establishing democratic command 
over investment requires institutional mech-
anisms capable of shaping the direction of 
capital allocation across the entire invest-
ment cycle. The expansion of public credit 
institutions can provide longer time horizons 
and counteract the pro-cyclical behaviour 
of private finance, while collective invest-
ment vehicles and strategic funds can align 
resources with sectoral transformation and 
technological trajectories. Public ownership 
in key sectors can also stabilise investment 
under conditions of structural change, while 
a reconfiguration of monetary infrastruc-
ture could alter the channels through which 
credit enters the economy. Taken together, 
these elements are not isolated policy tools 
but components of a broader institutional 
architecture aimed at re-embedding invest-
ment within collectively defined priorities.

However, institutional reform alone can-
not be understood outside the social rela-
tions within which investment decisions are 
embedded. The organisation of credit and 

 The difficulties currently facing European 
industry cannot be reduced to a simple 
problem of competitiveness or technologi-
cal lag. They reflect a deeper transformation 
in the institutional organisation of European 
capitalism. Over recent decades, authority 
over the command of investment has pro-
gressively shifted from public institutions 
capable of coordinating long-term develop-
ment to financial markets, whose temporal 
horizon is determined by liquidity, profitabil-
ity, and asset valuation. The resulting ten-
sion between financial accumulation and 
 industrial transformation lies at the centre  
of the present European debate.

This paper has argued that the crisis of 
European industry should accordingly be 
understood as a crisis of command over in-
vestment. Its central theoretical contribution 
has been to locate this crisis not at the level 
of outcomes (such as productivity, innova-
tion, or global positioning) but at the level 
of the institutional and monetary relations 
through which investment is initiated, vali-
dated, and coordinated. Investment is not a 
neutral allocation of resources, it is a rela-
tion of power that organises labour, struc-
tures production over time, and distributes 
risk across territories and social groups. The 
weakening of public authority over this pro-
cess has not eliminated coordination, it has 
merely displaced it into financial markets, 
whose criteria of valuation impose a partic-
ular temporality and hierarchy on industrial 
transformation.

While recent policy initiatives acknowl-
edge the need for industrial coordination, 

CONCLUSION

 What is at stake is the capacity of 
democratic societies to determine the 
direction of economic transformation.
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production ultimately determines the condi-
tions under which labour is mobilised, disci-
plined, and reproduced. From this perspec-
tive, the reorganisation of investment cannot 
be reduced to a technical adjustment of pol-
icy instruments. It entails a transformation 
in the social relations that govern produc-
tion, and consequently in the forms through 
which economic power is exercised. The 
central political question is therefore not 
whether public institutions should intervene 
more actively in economic life. Public inter-
vention already plays a decisive role in sus-
taining contemporary capitalism; the issue 
is whether the social power associated with 
investment decisions remains concentrated 
within private ownership structures or  
becomes subject to democratic forms of  
determination capable of reshaping produc-
tion itself. The problem is not the absence 
of public intervention, but the persistence of 
private command within public forms.

The realisation of such a transformation 
does not primarily depend on technical  
feasibility but on political conditions. It re-
quires the emergence of coalitions capa-
ble of challenging the current distribution 
of authority over credit and investment, and 
of sustaining institutional change over time. 
This will involve coordination at the Euro-
pean level, as well as the reconfiguration of 
relations between states, labour, and seg-
ments of capital, as well as the extension of 
democratic control into domains tradition-
ally insulated from collective decision-mak-
ing. Without such political mediation, pro-
posals for institutional reform risk being 

absorbed into the existing framework they 
seek to overcome. Such a transformation 
would also face resistance from mobile  
capital and financial markets. Any serious 
attempt to remove strategic investment 
decisions from financial market discipline 
would therefore require mechanisms ca-
pable of limiting destabilising capital flight 
and preventing forms of financial retaliation 
against democratic investment planning. 

With this in mind, the struggle over the  
institutions that govern investment is insep-
arable from the broader conflict over the  
organisation of work and the distribution  
of power within capitalist societies. Control 
over the command of capital is one of the 
central mechanisms through which the  
trajectory of accumulation — and with it the 
conditions of labour itself — is historically 
shaped. What is at stake in the present  
crisis is not just industrial performance,  
but the capacity of democratic societies  
to determine the direction of economic  
transformation.

CONCLUSION
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