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The auomove indusry is undergoing a ransormave shif driven by key echnology rends such as advanced driver
assisance sysems (ADAS), he growing connecviy o vehicles, he emergence o sofware-dened cars, and he rapid
expansion o hybrid and elecric vehicles (EVs). These innovaons are no only redening mobiliy bu also highlighng
he crical role o auomove elecronics, semiconducor echnology and sofware in driving his change.

A srong auomove elecronics and semiconducor ecosysem oday already serves as a bedrock o Europe’s posion
as a world leader in he auomove indusry. Europe has esablished srenghs in RD&I and design o power elecronics,
auomove microconrollers (MCUs), sensors, advanced analog soluons, and heir inegraon wihin auomove
echnologies. However, mainaining a compeve edge will require close collaboraon beween indusry and policy
makers o ensure a resilien and orward-looking auomove elecronics ecosysem in Europe.

The EU Chips Ac has righly reinorced he unding landscape or semiconducor developmen and manuacuring.
Chips power everyhing rom sophiscaed inoainmen sysems o complex ADAS and auonomous driving capabilies.
As vehicles evolve, he number o chips required per car is soaring, wih elecric vehicles powerrains, or insance,
conaining en mes more semiconducors han heir inernal combuson counerpars1. These chips are inegraed
in conrol unis, or sysems ha manage aspecs such as ADAS eaures, climae conrol, powerrain perormance, or
power elecronics conrol. The inerplay o chips, auomove elecronics, sysems, and sofware is crucial in deermining
vehicle perormance.

Looking ahead, he rise o he sofware-dened vehicles will require exible, sae and secure archiecures, enhanced
sensors, and advanced AI and machine learning soluons. This evoluon underscores he increasing need o oser he
developmen o boh sofware and hardware. Addionally, he high-volage baeries in elecric vehicles are driving he
demand or new power elecronic chip devices o manage converers such as inverers, on board chargers, and DC-DC
converers.

In he las wo years, indusry players have announced signican invesmens o expand semiconducor manuacuring
capacies in he EU, signalling a srong commimen o advancing Europe’s semiconducor capabilies. However,
compeon remains erce and will require a long-erm sraegy o complemen and build upon he eors made over
he pas years.

This sraegy should be based on our pillars:

1 German Associaon o he Auomove Indusry, “Semiconducor Crisis Requiremens or uure relevance, compeence and resilience
or Europe”, May 2023, accessed 10 April 2024, a hps://www.vda.de/en/news/publicaons/publicaon/semiconducor-crisis
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1. Reinorce Europe’s role as an R&D powerhouse or semiconducor and auomove elecronics

2. Srenghen compeveness, reinorce invesmen condions and build on exisng srenghs

3. Secure argeed and sreamlined unding o derisk and caalyse privae invesmen in manuacuring
capabilies

4. Expand access o global markes and srenghen inegraon in global markes



1. R&D powerhouse for automotive
electronics

While increasing manuacuring capaciy is crucial, osering research, developmen, and innovaon across he broader
specrum o semiconducor acvies is equally imporan. Invesng in cutng-edge research will allow us o build
on exisng srenghs in R&D and complex chip design and ensure ha Europe remains a leader in semiconducor
innovaon. This includes supporng innovave semiconducor echnologies, such as chiples, which are emerging as a
key enabler or modern auomove sysems. Europe’s capabilies in advanced packaging, combined wih he srenghs
o is machinery and equipmen secors, posion i well o lead in his evolving eld. Technologies like microconrollers,
advanced processors, power managemen soluons, and sysem inegraon wihin vehicles are inegral o he uure o
he auomove indusry. Encouraging research, developmen, and innovaon will no only drive echnological progress
bu also creae high-value jobs and spur economic growh across he region.

Framework Programme 10

To ensure Europe’s connued global compeveness, Horizon Europe and is successor, Framework Programme 10
(FP10), should reain a similar srucure while granngmore auonomy and increasing nancial resources. This expanded
capaciy will enable FP10 o sraegically arge unding or projecs wih a subsanal impac on crical secors like
auomove elecronics and he semiconducor value chain. These secors are essenal or Europe’s indusrial leadership.

Wih greaer exibiliy and nancial suppor, FP10 can drive breakhroughs in key areas such as newmaerials, advanced
manuacuring processes, and cutng-edge semiconducor echnologies ailored or auomove applicaons. An
inegraed approach ha includes hardware, sofware and digial echnologies o oser nex-generaon innovaons
and solidiy Europe’s leadership in he auomove elecronics and semiconducor ecosysem.

In addion, enhanced auonomy and unding will accelerae progress in ransormave echnologies like baery
managemen sysems, conneced and auonomous vehicles, and edge AI. By priorising hese advancemens, FP10 will

ensure ha Europe remains a compeve orce in he rapidly evolving global marke.

Important Projects of Common European Interest

IPCEIs enable large-scale, cross-border projecs ha single member saes migh sruggle o suppor. However, hey
ofen ace bureaucrac ineciencies and unpredicable melines. A clear and sandardised applicaon process, wih a
reliable 8 o 12-monh meline rom submission o projec sar, would enhance eciency and help companies beer
align heir inernal melines and budges. For auomove suppliers developing advanced driver-assisance sysems,
elecric vehicles, and conneced car echnologies, his alignmen is vial. A predicable unding ramework would allow
companies o realiscally assess heir chances based on how well hey mee he crieria.

Addionally, unding reclaims should only occur in cases o proven violaons o clear and pre-deermined unding
rules, excluding nancial reurns rom aser-han-ancipaed marke upake. Faser me-o-marke should be seen as a
posive signal o he projec’s success and commimen o achieving is goals.

Secure path for transitioning to PFAS alternatives

Successully ransioning away rom subsances like per- and polyuoroalkyl subsances (PFAS) in he semiconducor
and auomove elecronics indusries requires careul planning o mainain indusry perormance and reliabiliy. These
indusries depend on PFAS and similar chemicals or heir unique properes, making heir phase-ou a complex ask.
While he European Chemicals Agency (ECHA) has recommended resricng PFAS, he EU mus consider he signican
impac on he semiconducor and elecronics secors, as no curren alernaves can mach he perormance o hese
subsances.
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The indusry is addressing his challenge by acvely exploring and developing alernaves. To suppor his ransion,
dedicaed research and innovaon programs ocused on susainable manuacuring pracces are essenal. Esablishing
as-rack processes or developing and validang PFAS alernaves is crucial, wih a ocus on collaboraon beween
indusry, academia, and regulaory bodies. This collaboraon will expedie he discovery and implemenaon o new
maerials and mehods, bringing promising alernaves o markemore quickly.

These eors mus be backed by robus unding and policy rameworks. The EU should provide nancial incenves
and grans or research ino susainable alernaves, encouraging invesmen rom boh large corporaons and smaller
enerprises. Addionally, regulaory bodies should oer clear guidelines o help companies navigae he ransion and
comply wih new sandards.

The use o semiconducors in auomove elecronics involves various subsances o concern. Despie sric conrols and
adherence o End-o-Lie Vehicles (ELV) regulaon, environmenal and healh risks persis. We suppor ongoing R&D
o ideny and develop alernaves, alhough i is uncerain wheher all such subsances can or need o be replaced.
Currenly, he precision and sabiliy provided by PFAS are crucial or producing he high-perormance chips needed or
advanced auomove applicaons, making heir connued use essenal or indusry progress.

Public-private collaboration

Mainaining public-privae collaboraon wih key players in he semiconducor and auomove elecronics indusries is
essenal or developing and susaining he EU’s compeve edge in boh emerging and esablished echnologies. These
parnerships should also include sofware developers, Tiers 1 suppliers, and oher sakeholders involved in hardware/
sofware inegraon. Those parnerships oser collaboraon beween indusry and research insuons, exemplied by
iniaves like he EU Chips Join Underaking, which play a pivoal role in advancing innovaon.

To maximise he eecveness o hese collaboraons, i is crucial or he indusry o be acvely involved rom he ouse
in he developmen and execuon o new EU programs, such as Framework Programme 10. This proacve engagemen
helps ideny crical rends, sreamline regulaory processes, and allocae resources ecienly. By inegrang indusry
insighs and experse ino policy-making, he EU can creae amore conducive environmen or echnological innovaon,
ulmaely srenghening Europe’s posion in he global semiconducor and auomove elecronics markes.



2. Competitiveness & investment
conditions
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Semiconducors and auomove elecronics are capial-inensive indusries. The consrucon omanuacuring sies as
well as research and developmen require signican upron invesmen. To ensure urher invesmen in he European
semiconducor indusry, he European Commission mus srenghen is compeveness and address he ullmen
o key ramework condions, including compeve energy prices and access o skilled workers. Furhermore, he EU
should reduce he adminisrave burden or companies and harmonise policies and regulaons.

Energy prices & supply

Energy coss are a signican acor in he semiconducor manuacuring process. According o he Inernaonal Energy
Agency (IEA), elecriciy prices or indusries in he EU in 2023 were almos double hose in he US and China, despie
an esmaed 50% price decline in he EU in 2023 compared o 2022. This subsanal price gap beween energy in he
EU and hose in he US and China signicanly hinders he compeveness o EU indusries. The EU should ocus on
ensuring compeve and sable energy prices o arac and reain semiconducor manuacurers.

Addionally, semiconducor manuacuring acilies require a connuous, reliable energy supply. Even shor power
inerrupons can lead o signican producon losses. Building a robus energy inrasrucure and coordinaon a
European level are essenal o ensure a sable and secure energy supply. Consequenly, grid sabiliy is anoher imporan
elemen o ensure he compeveness o he European semiconducor indusry and o arac invesmen.

Expansion of talent pool

Addressing he skills shorage in he semiconducor indusry is crucial or a robus auomove ecosysem. The EU lags
behind global leaders like he US or China in digial economy skills and aces a alen drain, wih more EU PhD holders
working abroad han non-EU PhD holders working wihin he EU. Bridging his gap requires connecng privae secor
developmens wih a robus ecosysem o public and privae research hubs. Currenly, he EU’s educaonal insuons
are no producing enough graduaes in elecronical elds per million inhabians compared o global compeors.

Raising awareness abou he crical role o semiconducors is essenal o making he indusry more aracve o new
alen. To address his, he EU needs o increase invesmen in PhD programs and acilies as par o an EU-wide sraegy.
Srenghening exisng programs hrough improved coordinaon among member saes, educaonal insuons, and
research cenres will help opmise resources and promoe greaer inegraon across he semiconducor secor. By
ocusing on alen developmen and reenon, he EU can enhance is compeveness, arac invesmen, and drive
he advancemen o innovave semiconducor echnologies.

Administrative efciency

Reducing he adminisrave burden on companies is essenal. Sreamlined regulaons and simplied bureaucrac
processes will make i easier or businesses o operae and expand. This includes aser approval mes or projecs,
less paperwork, and more ecien coordinaon beween regulaory bodies. By minimising adminisrave hurdles, he
EU can creae a more business-riendly environmen, encouraging invesmen and innovaon in he semiconducor
auomove elecronics indusry.
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3. Targeted and streamlined funding for
industrialisation

Comprehensive support for automotive electronics value chain

The EU Chips Ac represens a signican sep orward in providing subsanve unding or new semiconducor
manuacuring acilies. While he ocus on manuacuring is crucial and subsanal unding has already spurred
invesmens, i is equally imporan o ensure ha oher essenal elemens o he auomove elecronics value chain
are suppored. Areas such as complex design, advanced packaging, and inegraon wihin decarbonised road mobiliy
echnologies should also be adequaely suppored. The growing inuence o generave AI and is implicaons or daa-
inensive, real-me processing sysems, alongside he rising demand or hardware, should also be acored ino uure
sraegies. In parcular, he connuous evoluon o boh sofware and hardware is crucial or he developmen o
sofware-dened vehicles (SDVs). This also includes he developmen o exible, sae and secure archiecures, such as
hose based on RISC-V IPs, he developmen o superior sensors, and buil-in rus sysems based on AI and machine
learning ha creae scalable hardware plaorms.

Moreover, Europe’s exisng srenghs in semiconducor manuacuring equipmen should be srongly suppored and
leveraged. This secor is pivoal o he indusry, and urher srenghening is posion would provide Europe wih a
sraegic advanage in he global semiconducor ecosysem.

Moving orward, addressing poenal gaps in he unding ramework is crucial o mainaining and enhancing European
compeveness across he enre auomove elecronics value chain. A balanced and consisen policy approach,
developed hrough close cooperaon wih businesses and sakeholders, is necessary o ensure he eciency and
coherence o hese eors. European policies mus leverage exisng srenghs and drive invesmen across he enre
value chain o compee globally. Thereby, dedicaed roadmaps or research, developmen, and manuacuring serving
he needs o he European lead markes such auomove, indusrial IoT, ec., should be developed. These roadmaps
should bolser nex-generaon innovaons in highly unconal sae elecronics ha are capable o real-me execuon

o big amouns o daa.
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4. Global markets & supply chains

Need for open trade

A globalised supply chain oers crical advanages or he compeveness o Europe’s semiconducor and auomove
elecronics indusry. The high invesmens required o design chips and build and operae chip manuacuring acilies
highligh he need or scale. In addion, global specialisaon remains imporan given he invesmen levels and capaciy
ulisaon needed or proabiliy in he semiconducor secor. However, rade disrupons during Covid underscore he
need or all value chain sakeholders o reassess supply chain resilience and migae dependencies on single counries
or regions. Diversiying supply sources and enhancing resilience are essenal o saeguard agains uure disrupons and

ensure connuous supply and innovaon.

EU-US cooperation

The EU-US Trade and Technology Council should serve as a plaorm or a ransparen subsidies program in he
semiconducor secor, including discussions on rade resricons o avoid unilaeral exraerriorial laws, such as US
expor resricons or ICTS invesgaons. Enhancing he movemen o workers and researchers across borders can help
address he skills gap and growing semiconducor demand. This cooperaon beween wo esablished geographies in
he elecronics ecosysem should play a signican role in he harmonisaon o sandard and muual recognion o

conormiy assessmen.

Cooperation with other regions

Srenghening cooperaonwih Japan, SouhKorea, and Taiwan is essenal. These counries are leaders in semiconducor
manuacuring and echnology, and collaboraonwih hem can provide signican benes o he European auomove
elecronics secor. Join venures, echnology exchanges, and research collaboraons can enhance echnological
capabilies, improve supply chain resilience, and oser innovaon. Fosering open rade and reducing barriers wih
hese counries can help secure a sable supply o essenal componens and maerials, ensuring ha Europe remains
compeve in he global semiconducor landscape.

Addressing he availabiliy o raw maerials is also vial. The semiconducor supply chain is complex and requires close
coordinaon beween raw maerial suppliers, componen manuacurers, and chip makers. Thereore, he EU mus
connue o esablish raw maerials agreemens o secure and diversiy is supply chain. To be ruly eecve, hese

agreemens should also encompass processing capabilies.



Conclusion

In conclusion, Europe can sll posion isel as a key player in he auomove elecronics indusry, bu his will require
a holisc approach and close cooperaon wih indusrial players. This new approach mus encourage research and
developmen wihin he European Union by leveraging exisng programmes and covering he enre value chain rom
design o inegraon. Emphasising innovaon and osering cutng-edge research will be crical omainaining Europe’s
leadership in semiconducor echnologies.

Secondly, he key o European compeveness lies in creang condions ha encourage invesmen. This includes
reducing he adminisrave burden, srenghening regulaory coherence, and addressing skills shorage in Europe. All
o his will be essenal o arac privae invesmens and drive he indusry’s growh. Addionally, public suppormus
complemen privae invesmen, parcularly by reducing unding gaps and aciliang access o necessary nancial
resources.

Mario Draghi’s repor on he uure o European compeveness also warned ha Europe is alling behind global
compeors andmus close innovaon gaps, drive orward he ransion o decarbonisaon, and susainably srenghen
is economic resilience. To achieve his, i is vial o ensure ha Europe osers he righ environmen or innovaon and
indusrial leadership, parcularly in secors like auomove elecronics and semiconducors.

Finally, ensuring access o he global marke is crucial. Expanding Europe’s ooprin in global markes hrough sraegic
parnerships and rade agreemens will help secure he supply chain and enhance compeveness. Implemenng hese
priories will no only srenghen he auomove elecronics and semiconducor indusries, bu also drive broader
economic growh, innovaon and job creaon across Europe.

For further information, please contact
CLEPA’s Market Aairs Ofcer, Archibald Poty
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