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VI. Lessons from the EU Chips Act
on Public-Interest Guarantees

by Margarida Silva and Dr. Jeroen Merk

As the EU embraces industrial policy, it has spent little to no attention on how to
guarantee that public money and resources actually serve the public interest. The EU
would be well-advised to look back on previous industrial policy initiatives, such as the EU
Chips Act, and learn from its mistakes.

The EU Chips Act, the Biggest Digital Industrial Policy So
Far Dominated by Intel

The current proposals will not be the EU's first foray into industrial policy. Following the
shocks that the COVID-19 pandemic sent through the supply chain, increased geopolitical
tensions, and in response to aggressive industrial policy from the Biden administration,
the EU quickly prepared a set of acts meant to support the domestic market. The EU Chips
Act was one of them.

Its stated objectives were to guarantee the EU’s competitiveness and resilience in the
semiconductor market. It was the EU’s rushed move to join the global chips subsidies
war'® py directly funding innovative semiconductor products and creating a framework to
facilitate public and private investment in semiconductor production in Europe. The Act'’s
ambitious aim was to mobilize €43 billion euros to be matched by private investment, in
an effort to increase the EU’s global market share in chips to 20 percent by 2030.

Itis largely expected to fail.

By far, the biggest supported investor is set to be Intel, the US company that, in spite of a
declining share, still dominates the market for central processing units.’® In 2023, Intel
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announced™? it had signed a €30 billion investment agreement with Germany after
strong-arming™' the government to increase the value of public subsidies to €10 billion.
This was to be complemented by another investment in Poland, supported by the Polish
government with €1.7 billion.™ The Polish project was approved by the EU Commission on
September 13, 2024. Four days later, Intel announced it was pausing all investments in
Europe.™?

The move was not unexpected; the company had been struggling with declining
profitability for years and has largely fallen behind in the Al chips race.”™ It had turned to
public subsidies to plug the gap, but even that did not suffice.

Whether the Chips Act’'s market-share goal is achieved or not is merely a symptom of a
wider problem. It lacks a well-defined vision for how to reshape the EU’s semiconductor
industry.™® It also fails to impose social, environmental, or redistributive conditions on the
public subsidies granted to ensure they meet broader public goals.

This likely reflects the policymaking process. According to lobby-meeting data, high-level
EU Commission officials had no discussions about the plans with trade unions,
environmental organizations, or any other civil society organizations. Intel had twenty
such discussions, or about 15 percent of all meetings.

Transparency is the Minimum Requirement

The public has been excluded not only from the negotiations, but also from the ability to
scrutinize the resulting agreements.

Take Germany'’s deal with Intel. Responding to SOMQ'’s freedom of information request,™®
the German government refused to disclose what—if any—conditions and criteria were
attached to the €10 billion subsidies. It argued that to do so would threaten the country’s
relationship with the United States by causing a “loss of trust” from the US-based Intel.
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Plus, according to them, disclosure could “give other countries an advantageous position
in the race to attract such companies” and, finally, “significantly impair” the state aid
review to be done by the EU Commission.™’

Intel, a private company that actively sought public support, is effectively being treated as
a diplomatic partner.

When it comes to public money, secret deals are a bad precedent. Transparency is the
basic requirement to enable citizens to scrutinize public subsidies to corporations. The
geopolitical chips power struggle cannot get in the way of public accountability.

Learning from the US

While the EU Chips Act is a response to the US Chips and Science Act of 2022 (US CHIPS),
it compares poorly when it comes to public-interest conditionalities.

The US CHIPS Act had a more developed vision of how to leverage public subsidies for
wider political goals, from the US's trade dispute with China to workers’ rights. In fact,
there are promising and ambitious conditions that companies must fulfill to be eligible.™®
A particular highlight is the obligation to develop a workforce development plan, including
employer engagement, training, competitive wages, affordable childcare, and inclusion of
disadvantaged people.™ If these conditions are not met, funding can be stopped or the
companies might even have to pay it back through a clawback mechanism.™°

The US CHIPS Act is not perfect, and it remains to be seen how these conditionalities will
be enforced in practice. Yet, unlike in the EU, US trade unions and civil society groups
have been much more active in shaping it, actively pushing for stronger labor and
environmental conditions.™ It also shows the possibilities for leveraging available tools to
shape the market in the public interest.
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Civil society organizations have also been leading the call to fix one of the US CHIPS Act's
biggest problems: it does not entirely ban subsidized companies from using that money to
pay out its shareholders and directors via stock buybacks.™?

In the US, when awarding CHIPS subsidies, preference is to be given to companies that
commit to conducting no stock buybacks for five years. However, Senator Elizabeth
Warren has pointed out that BAE Systems was in the midst of a $2 billion buyback when it
was awarded the subsidies; and Intel, the largest recipient in the US, has just been
reauthorized by its board to buy back up to $7.24 billion.™*

Stock buybacks are a big problem for the EU too. SOMO calculated that, from 2014 to
2023, ASML, the Dutch semiconductor champion, received €4.4 billion in tax rebates,
enabling it to reach profits as high as €35.7 billion in a year."* In the very same period, the
company passed on 80 percent of its profits to shareholders via untaxed dividend
payments and share buybacks. Most of these shareholders were outside the EU.

If EU policymakers are seriously trying to stimulate R&D and investment inside the single
market, mandatory limits to buybacks must be carefully considered.

Industrial Policy Can Only Achieve Public Interest if it
Includes the Public

At a time of pressing climate change, a cost-of-living crisis, and increasing levels of
market and wealth concentration, the EU must ensure that its industrial policies don't end
up accelerating inequality, unsustainable production, and market concentration. Policies
should be built from the ground up with the public interest in mind, using conditionalities.

The trade union IndustriAll has, for instance, called for subsidies to be predicated on
better value sharing with workers, an obligation to share profits obtained or to reinvest
them within Europe, and goals to reduce emissions and water consumption.™® European
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civil society organizations, including SOMO, have called for industrial policy to support a
more diverse and balanced economy by avoiding support to dominant companies and
implementing strict limitations on buybacks, executive pay, and dividend payments.™’

For future EU digital industrial proposals to succeed where past initiatives have
floundered, policymakers need to change course, deliver public transparency, and
guarantee the inclusion of trade union and civil society voices.
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