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FOREWORD

Exactly one year after the inauguration of Donald
Trump, it has become clear that the United States
can no longer be regarded as a trusted friend or
ally, but has instead turned into a hard geopolit-
ical competitor. The façade of partnership still
stands, yet its foundations have shifted. America
First means exactly that: short-term self-interest
takes precedence; deals replace alliances, trans-
actions replace trust. “The European Union was
formed to ‘screw’ the United States”[1] and “You
don’t pay your bills, you get no protection. It’s
very simple.”[2]

This conclusion is uncomfortable. Since the Sec-
ond World War, Europe and the United States
jointly constructed a world order based on stabil-
ity, predictability, and shared values.[3][4] That
order rested on a strategic exchange: Europe re-
ceived security and economic space in return for
political support of American leadership. That era
has ended. As a result, Europe—and the Nether-
lands within it—must relearn how to operate in a
world in which even friends speak the language
of power.

DenkWerk’s focus has always been on the Nether-
lands. But when it comes to geopolitics, the ana-
lytical lens must shift to Europe. The Netherlands
alone is simply too small to act as a decisive player.
American power politics will, in the longer run,
undermine prosperity not only in theUnited States
but globally as well. Europe should therefore not
seek to imitate this approach, but must ensure that
it does not become its geopolitical victim. Coun-
tervailing power is required to maintain balance
in the international system.

So far, Europe has struggled to play this geopolit-
ical game effectively. Too often, it arrives at the
table with hat in hand, facing actors that oper-
ate faster, harder, and more ruthlessly. The reflex
of “talking until consensus is reached” no longer
works in an environment where others think in
terms of power and hegemony. While Europe
continues to reason from the virtues of free mar-

kets and consensus-based governance, the world
around it is changing at record speed.

The outlook is therefore deeply concerning. For
critical components of its production chains, Eu-
rope is almost entirely dependent on China or
the United States. These two great powers, now
openly competing for global hegemony, increas-
ingly disregard European interests. Europe is no
longer seen as a player, but as a playing field.
Those who are a playing field are used; those who
are players set the rules. The choice Europe faces
is therefore simple, but uncomfortable: either it
accepts a role as spectator, or it rebuilds strategic
capacity.

Whenever one country depends on another with-
out reciprocity, asymmetry emerges. In an era
defined by hegemonic competition, such asymme-
try is deeply problematic. Where asymmetry ex-
ists, the law of the strongest prevails. Treaties and
multilateral agreements become little more than
paper shields. The United States’ intervention in
Venezuela—apparently driven by the country’s
vast oil reserves[5]—Trump’s open suggestion to
‘buy’ Greenland,[6] and repeated threats to with-
draw from NATO[7] illustrate how quickly exist-
ing agreements can lose their practical meaning.

Cooperation within this new geopolitical environ-
ment, while preserving Europe’s commitment to
the rule of law, is not impossible—but it can only
be sustained on the basis of equality. This requires
urgent reconfiguration of international coopera-
tion, while simultaneously strengthening Europe’s
economic capacity and remaining within plane-
tary boundaries. The challenge is formidable, and
is therefore addressed across multiple DenkWerk
studies.[8][9][10]

In this report, DenkWerk assesses Europe’s cur-
rent position through a lens of sober realism. How
much geopolitical and geo-economic power do we
truly possess? How did this vulnerable position
come about? And, most importantly, what is re-
quired to reclaim strategic room for manoeuvre?
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1 FROM INTERNATIONAL COOPERATION TO STRATEGIC AU-
TONOMY

Over the past four decades, policy and business
were shaped by an optimistic belief in the power
of international cooperation. The fall of the Berlin
Wall not only marked the end of the Cold War;
it also became the symbolic starting point of an
era in which borders seemed to fade, [11] trade
expanded rapidly, and global integration became
the dominant economic point of departure.

Globalisation was underpinned by the idea that
economic interdependence generates prosper-
ity�and stability. Countries that trade with each
other, the argument went, are less likely to �ght
one another. [12] This logic drove an unprece-
dented expansion of global value chains. Pro-
duction was split up, relocated, and concentrated
where it could be organised most e�ciently. De-
sign took place in Europe and the United States,
assembly in Asia, and raw materials were extracted
in Africa, Latin America, and parts of Asia. The

world turned into a �nely meshed production net-
work.

For many countries, this was a win-win. [13] In
emerging economies, globalisation enabled hun-
dreds of millions of people to be lifted out of
poverty, as shown in Figure 1. [14] In advanced
economies, these developments delivered lower
consumer prices and steady economic growth.
Costs fell not only because of scale, but also
through specialisation and the optimisation of lo-
gistics processes, including just-in-time produc-
tion. [15]

IN EMERGING ECONOMIES, GLOB-
ALISATION MADE IT POSSIBLE
FOR HUNDREDS OF MILLIONS OF
PEOPLE TO BE LIFTED OUT OF
POVERTY.

Figure 1: Decline in Extreme Poverty by World Region between 1990 and 2040
Source: Our World in Data

Note: Extreme poverty is de�ned as living below the international poverty line of 3 US dollars per day. The �gures are

adjusted for in�ation and for di�erences in the cost of living between countries.
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These e�ciency gains went hand in hand with
the reduction of inventories and strategic bu�ers.
Many �rms assumed that international trade
would remain reliable and uninterrupted. Globali-
sation came to be seen as a stable and self-evident
feature of the economic order. As a result, risks
embedded in value chains received limited atten-
tion for a long time.

The logic of specialisation and asymmetry

The long period of international cooperation coin-
cided with strong patterns of specialisation. Coun-
tries built on existing comparative advantages,
which were further reinforced as �rms, knowledge
institutions, and suppliers clustered in the same
locations. This clustering increased e�ciency and
strengthened economies of scale: larger volumes,
shorter supply lines, and specialised labour trans-
lated into higher productivity and lower costs.

The Netherlands, for example, hosts several key
clusters around Wageningen, ASML, and the Port
of Rotterdam. Another well-known case is the
electronics cluster around Shenzhen in China,
where designers, component suppliers, and large-
scale assembly �rms reinforce each other, forming
a global production hub for consumer electron-
ics. [16]

These dynamics gave rise to so-called hubs [17]
that came to play a pivotal role in global value
chains. Such central nodes granted certain regions
more in�uence than others. An asymmetric struc-
ture emerged in which a limited number of hubs
became decisive for the �ow of goods, services,
and knowledge. In the domain of digital data
management, we currently observe a similar devel-
opment, with a small number of very large �rms
assuming a hub-like function. [18]

In a free market, oligopolistic or monopolistic out-
comes are always a latent risk, which calls for ro-
bust competition policy. In a global market, how-
ever, this is di�cult to organise. A monopoly at the
global level can easily be framed as a national inter-

est. Both the United States and China increasingly
prioritise national interests in their competition
policies. Over the past decade, the United States
has largely dismantled international trade regula-
tion through the WTO. [19] China, too, has repeat-
edly departed from the spirit of WTO rules. [20]

Shocks that revealed vulnerability

From 2008 onwards, the landscape of economic
globalisation began to shift. Shocks such as the
global �nancial crisis, the COVID-19 pandemic,
and Russia's invasion of Ukraine exposed how
vulnerable existing dependency structures had
become. A single event in one location could
cascade through entire chains: a banking crisis
in the United States froze global credit markets;
halted production in Asia led to shortages of med-
ical equipment and microchips; and Europe con-
fronted the consequences of its dependence on
Russian gas.

These crises pointed to a deeper pattern. The
global economy had been pushed far towards e�-
ciency, while robustness and redundancy were in-
su�ciently developed. The belief that free markets
would always deliver su�cient suppliers proved
overly optimistic in domains where a single �rm
or country exercises dominant control�such as
energy, semiconductors, or cloud infrastructure.

Many of these dependencies had, in fact, been
known for years. Research prior to 2014 had
already highlighted Europe's strong reliance on
Russian gas, [21,22] the high concentration of ad-
vanced chip production, and the limited number
of countries supplying critical raw materials. [23]
Yet as long as systems continued to function, the
prevailing assumption was that they would keep
doing so. This amounted to a form of habituation:
risks were recognised, but not incorporated into
policy.

RISKS WERE IDENTIFIED, BUT NOT
INCORPORATED INTO POLICY
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From cooperation to competition for strategic
dominance

China�though similar dynamics apply to coun-
tries in Africa and Latin America�has long ex-
perienced �rsthand that dependencies can be de-
ployed as instruments of power. The United States,
for example, has historically been highly reluc-
tant to supply China with advanced technolo-
gies. [24,25] This experience has informed a long-
term Chinese strategy aimed at reducing critical
dependencies on foreign actors.

China's rise was not driven solely by the relocation
of production to low-cost regions�the globalisa-
tion wave itself�but also by a gradual move up the
value chain towards segments with higher value
added. [26] From its position as the �workshop
of the world,� China evolved into a country that
explicitly aspires to global leadership in advanced
technology and innovation. [27]

As a result, the economic�and geopoliti-
cal�centre of gravity has shifted towards Asia.
This shift is illustrated in Figure 2. Asia's share of
the global economy has been increasing for years
and is expected to exceed half of global GDP after
2030. [28]

This transformation has altered the logic of global
relations. Large Asian economies perceive new
opportunities, but also recognise that the United
States is unlikely to relinquish its hegemonic po-
sition in the world economy without resistance.
Where globalisation was previously rooted in mu-
tual dependence and cooperation, states now ac-
tively deploy economic dependencies as tools of
power.

Export controls, investment screening, managed
access to technology, and pressure on raw mate-
rial and logistics chains are prominent examples
of this shift. Farrell and Newman describe this
mechanism as weaponized interdependence: in asym-
metrically structured networks, states that control
central nodes can leverage economic interconnect-
edness for geopolitical in�uence. [29]

The earlier belief that trade would automatically
stabilise the international order has given way to
a di�erent insight: asymmetric dependencies can
be directly translated into power. Optimising for
e�ciency alone is therefore no longer su�cient
in a world de�ned by strategic competition, inten-
sifying technological rivalry, and shifting global
power balances.

Figure 2: Global GDP Distribution: The World Economy Is Shifting towards Asia

Source: The Economist Intelligence Unit
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Europe must undergo a mental shift

In this new reality, Europe faces the need for a
fundamental mental shift. The European Union
emerged as a peace project, built on cooperation,
stability, and the removal of economic barriers.
The fact that European economies developed deep
dependencies on other countries was not consid-
ered problematic. For decades, this premise func-
tioned well and, from a prosperity perspective,
it remains defensible. Yet it increasingly fails to
align with a world in which geopolitical competi-
tion over strategic sectors has become decisive.

European countries will have to learn to operate in
an environment where power politics, rather than
free-market logic, sets the tone.

THE EUROPEAN UNION IS A PEACE
PROJECT, NOT A POWER PROJECT.
BUT THE WORLD REQUIRES US TO
LEARN THE LANGUAGE OF POWER

For a long time, Europe relied on free-market rea-
soning: if shortages emerged, price signals would
attract alternative suppliers. This logic worked
in a period when globalisation was relatively sta-
ble and geopolitical tensions remained low. In do-
mains where a single actor controls critical produc-
tion, technology, or infrastructure, however, the
price mechanism functions only to a limited extent.
Those who control gas, raw materials, semiconduc-

tors, or cloud platforms determine the room for
manoeuvre of others�regardless of the price they
are willing to pay.

Moreover, Europe tends to respond slowly and
in a fragmented manner in sectors where rapid
decision-making, targeted investment, and concen-
trated capacity are essential. Traditional market
logic o�ers insu�cient guidance under these con-
ditions. In today's world, power-based thinking is
no longer a choice, but a prerequisite.

Conclusion: a troubling starting position

The era of free-market globalisation�in which ef-
�ciency took precedence over robustness�is com-
ing to an end. Dependencies that once appeared
rational can, in a world shaped by power politics,
be converted into instruments of pressure. Europe
will have to adapt to this reality, but doing so takes
time, while other geopolitical blocs are already
further along.

The coming years are therefore critical for Europe's
position in the world. Europe's vulnerability is
widely visible. The Netherlands will have to posi-
tion itself accordingly�both in terms of domestic
economic steering and in de�ning its role within
and vis-à-vis Europe.

EUROPE IS VULNERABLE � AND
THE WORLD CAN SEE IT
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2 CRUCIAL INTERESTS

Dependency as a point of departure

Chapter 1 set out how globalisation and speciali-
sation have led to tightly interwoven production
chains, and how interdependence is increasingly
framed as a potential vulnerability. This has trig-
gered a renewed focus on questions of resilience
and robustness, both at the national and the Euro-
pean level.

This reassessment requires precision. Not every
dependency constitutes a problem, and not ev-
ery disruption is strategically relevant. Many de-
pendencies are temporary, inconvenient, but rel-
atively easy to diversify or absorb locally. Other
dependencies, however, a�ect functions that are
so fundamental that disruption does not remain
con�ned to a single sector or market, but cascades
across multiple societal domains. Distinguishing
between these types of dependencies is essential to
prevent policy from being driven by a generalised
aversion to openness.

The importance of functions and sectors

The foregoing makes clear that dependency is a
logical outcome of an open and specialised econ-
omy. The policy challenge therefore does not lie
in reducing dependencies as such, but in identi-
fying those dependencies that have a dispropor-
tionate impact when disrupted. The signi�cance
of a function or sector becomes visible precisely at
the moment it ceases to operate. Four interrelated
criteria are guiding in this assessment.

First, there is the degree of interconnection with other
functions. Interconnection refers to a function's
position within the system. Functions that are up-
stream and whose failure simultaneously a�ects
multiple downstream functions exhibit a high de-
gree of interconnection. Some functions form a
foundational layer underpinning large parts of
the economy and the public sector. Disruption
is then not con�ned to a single chain, but propa-
gates across sectors and societal domains. Energy
supply, digital infrastructure, and communication

networks are clear examples. The availability of
critical raw materials�including rare earth ele-
ments and other strategic materials�plays a sim-
ilar role, as these constitute a necessary basis for
defence, the energy transition, digital technolo-
gies, and advanced manufacturing. Defence ful�ls
this role indirectly, as security and deterrence are
preconditions for nearly all economic and societal
activity.

Second, the character of disruption matters. For
many goods and services, disruption leads to
a gradual deterioration of societal functioning:
higher costs, reduced availability, or quality loss.
For other functions, system behaviour is binary:
it either functions fully, or not at all. The loss of
electricity or of central digital authentication sys-
tems does not result in �less� functioning, but in
the immediate halt of production, service delivery,
and administrative processes�leading to societal
disruption.

Third, the time horizon to disruption is critical. The
shorter the period during which society can func-
tion without a given function, the greater its strate-
gic weight. In sectors such as energy supply,
telecommunications, and acute healthcare, failure
leads to societal dislocation within hours or days.
For critical raw materials, including rare earth ele-
ments, the time horizon is often longer�weeks to
months�but disruption can nonetheless be strate-
gically destabilising because alternatives are scarce
and scaling up replacement supply structurally
takes time. In other sectors, such as parts of manu-
facturing, adaptation remains possible over longer
periods.

Fourth, a limited number of functions directly af-
fect the functioning of government. Disruption un-
dermines not only economic activity, but also se-
curity, enforcement, public health, and administra-
tive continuity. Defence is the most pronounced
example: failure directly impairs the ability to pro-
tect territory, meet international obligations, and
uphold public order.

When these four characteristics coincide, a struc-
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tural vulnerability emerges�a so-called chokepoint.
In such cases, dependency is not a temporary in-
convenience, but a risk that requires targeted pol-
icy and deliberate steering.

Dependencies in functions such as defence, energy
supply, digital infrastructure (cloud), telecommu-

nications infrastructure, and �nancial infrastruc-
ture therefore di�er fundamentally from ordinary
market or trade dependencies (Table 1).

INTERDEPENDENCE IS INCREAS-
INGLY VIEWED AS A POTENTIAL
VULNERABILITY

Table 1: Importance of sectors in dependencies
Source: DenkWerk (2025)

Note: The classi�cations used in the table (low, medium, high, very high) re�ect a relative assessment of the systemic

importance of sectors. 1. As an example of the largest group of goods and services that are not strategic.
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3 EUROPE'S POSITION IN THE CONTEST OF INTERESTS

Importance is not enough: position as the de-
cisive factor

Chapter 2 established which system functions
carry structural weight for the functioning of so-
ciety. That assessment explicitly concerned im-
portance: it identi�ed where disruption can have
broad societal repercussions. Whether, and to
what extent, intervention is required, however, is
not determined by importance alone. What ulti-
mately matters is Europe's position within these
functions and sectors.

When dependency becomes asymmetric

Dependency becomes problematic when it is asym-
metric�when Europe's room for manoeuvre is
structurally smaller than that of other actors. To
assess this position systematically, three interre-
lated criteria are applied. Together, they determine
whether reciprocity can be transformed into power
and pressure.

The �rst criterion is control over infrastructure and
�rails�. This concerns governance over the phys-
ical and digital nodes through which processes
run: energy and data networks, cloud platforms,
payment infrastructures, pipelines, certi�cation
regimes, and digital ecosystems. Those who con-
trol these nodes can condition, delay, or terminate
access. In network terms, these are central links
where relatively small interventions can have far-
reaching e�ects. In functions with high societal
importance�such as energy, telecommunications,
or cloud services�this control translates directly
into broad leverage.

The second criterion is technical autonomy. The core
question is whether Europe can switch providers,
manage systems independently, and retain control

over essential elements such as cryptographic keys,
software updates, and oversight mechanisms. De-
pendency becomes asymmetric when e�ective con-
trol is lacking, even if infrastructure is physically
located on European territory. This is particularly
salient in digital services and software-intensive
functions, where lock-in can emerge without visi-
ble physical dependence.

The third criterion concerns redundancy and recov-
ery capacity. Europe's position becomes vulnerable
when alternatives are absent or when replacement
and scaling structurally take a long time. Long
lead times, capital intensity, and highly specialised
knowledge mean that disruptions cannot be ab-
sorbed within a short timeframe. This is evident
in defence industries, critical raw materials, and
pharmaceutical supply chains, where temporary
shocks can have prolonged e�ects.

When an actor holds a strong position across these
three criteria, e�ective power emerges. A weak
position, by contrast, results in impotence. In prac-
tice, power is often exercised through legal and
political channels: sanctions, export controls, li-
censing regimes, compliance requirements, or su-
pervisory measures. These instruments are rel-
atively straightforward ways of activating exist-
ing power positions. In sectors with low societal
importance�such as cocoa or parts of consumer
goods value chains�such legal in�uence may at
most result in price or availability e�ects. In high-
importance functions, however, the same instru-
ments can trigger immediate societal and admin-
istrative disruption.

These three criteria compel a value-chain perspec-
tive. A strong position in a single link is insu�cient
if another link elsewhere can bring the functioning
of the entire chain to a halt. [30,31]
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Figure 3: The Inverted U-Curve
Source: DenkWerk (2025)

Note: The �gure presents a conceptual model. The inverted U-shaped relationship aligns with a broad body of literature on

trade, interdependence and cooperation. Classical and contemporary studies show that reciprocity fosters cooperation,

while dominant power positions and one-sided dependencies tend to undermine it (including Montesquieu; Keohane Nye,

1977; Oneal Russett, 1999; Martin et al., 2008; Wang et al., 2013; Wang et al., 2021).

The logic of the inverted U

The three criteria determine when dependency be-
comes asymmetric; the inverted U describes what
this implies for the nature of cooperation. On the
left-hand side of the curve, dependencies are lim-
ited and reciprocity is weak. Cooperation is thin
and provides little stabilising e�ect.

In the middle of the curve, dependencies are recip-
rocal and the asymmetry criteria remain limited:
neither party holds decisive control. In this zone,
dependency supports cooperation�the core logic
underpinning international trade and cooperation.

The right-hand side of the curve is reached when
multiple asymmetry criteria coincide and reinforce
one another. Dependency then shifts from a recip-
rocal relationship to an asymmetric dependency
and a potential instrument of pressure. Cooper-
ation remains possible, but becomes conditional
and unstable. The inverted U thus functions as
an organising consequence model: it shows how
the accumulation of asymmetry criteria shifts a
position from stability towards vulnerability.

Europe's current position by function and sec-
tor

Ultimately, the objective is to intersect importance
and position. To do so, we �rst map Europe's po-

sition in the key functions and sectors identi�ed
in Chapter 2.

Defence and weapons systems � Europe faces a struc-
tural capacity challenge in the �eld of defence.
Despite having its own defence industrial base,
the continent remains highly dependent on the
United States for its military capabilities. Figure 4
shows that the United States has been the domi-
nant supplier of European weapon systems for
decades. [32] In the years following 2014, after
the annexation of Crimea and the increase in per-
ceived threat from Russia, this dependency inten-
si�ed further.

When time, interoperability, and scale matter, Eu-
rope defaults to American systems. In 2024, the
United States spent approximately $997 billion
on defence, while combined European expendi-
ture amounted to around $693 billion, following
years of underinvestment below the NATO bench-
mark. [33] This gap translates directly into di�er-
ences in scale, standardisation, and production
capacity. Whereas the United States operates with
a limited number of system variants, Europe pro-
duces dozens of systems in parallel. [34]

The war in Ukraine exposed the practical conse-
quences of this fragmentation: limited stockpiles,
dispersed production, and a near absence of rapid
scaling capacity.
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Figure 4: European Defence Procurement by Country of Origin, 1950�Present
Source: SIPRI

Note: SIPRI's Trend-Indicator Value (TIV) is a standardised measure of the volume of international transfers of major

conventional weapons systems and captures the military capability transferred, not the �nancial value of arms transfers. TIV

series are therefore not comparable to defence expenditure �gures and are used in this report solely to analyse dependencies

and concentration in arms supplies.

Digital services and cloud infrastructure � Europe
is highly dependent on American providers (Fig-
ure 5). [35] More than 65% of the global cloud
market, virtually all dominant operating systems,
and a large share of critical enterprise software
are under U.S. control. Maintenance, security, and
continuity therefore rely on an external ecosystem
over which Europe has limited in�uence.

An underlying architecture of tightly intercon-
nected microservices renders this dependency op-
erationally acute: a single decision or outage can
trigger cascading e�ects [36] across both public
and private processes. This dependency is not the-
oretical. In the past, U.S. sanctions have e�ectively
cut o� access for institutions and �rms through
Microsoft services. [37]

Telecommunications infrastructure (5G and 6G) �
Mobile networks constitute a critical backbone
for the economy, government, and security. Fifth-
generation networks are now indispensable for in-
dustrial automation, logistics, healthcare, and de-
fence applications. Sixth-generation networks will
deepen this dependence further through tighter
integration with cloud services, sensor networks,
and arti�cial intelligence.

Unlike cloud services and operating systems, Eu-

rope does possess global champions in this do-
main. Nokia and Ericsson rank among the global
technological leaders and, together with Huawei,
form the core of the worldwide market for network
equipment. The United States lacks comparable
end-to-end suppliers in this �eld. This gives Eu-
rope a relatively strong starting position at the
radio access and network equipment layers.

At the same time, this position is not autonomous.
The telecommunications value chain is deeply in-
ternationally interwoven, with dependencies in
semiconductors, specialised components, software
layers, and standards-setting processes. Moreover,
the balance of power is shifting towards software-
de�ned networks, virtualisation, and cloud inte-
gration�domains in which European control is
far less assured.

The strategic question for 5G, and especially for
6G, is therefore not whether Europe has suppliers,
but whether it can anchor its current industrial
position across the full value chain, including core
networks, software stacks, and future standards.
In a function of such high societal importance, the
loss of this anchoring can rapidly translate into
asymmetric dependency, even without any physi-
cal disruption of the network itself.
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Figure 5: Global Market Shares of the Largest Cloud Providers (2021�2025)

Source: Canalys

Financial infrastructure � Europe operates within a
�nancial system that lies deeply within the Ameri-
can sphere of in�uence. [38] The dominance of the
dollar in reserves, trade, and commodities means
that European banks and �rms almost invariably
rely on U.S.-controlled payment rails. Because
dollar transactions pass through U.S. correspon-
dent banks and clearing houses, they automati-
cally fall under American jurisdiction�even when
they take place entirely outside the United States.
Sanctions imposed by the U.S. O�ce of Foreign
Assets Control (OFAC) demonstrate the power of
this instrument: access to dollars can be cut o� by
a single decision.

Digital payment layers reinforce this asymme-
try. Stablecoins are almost entirely dollar-
denominated, and the major commercial payment
networks operating in Europe�Visa, Mastercard,
and PayPal�are American. In the absence of its
own public digital payment infrastructure, Eu-
rope's digital economy risks being drawn even
further into the dollar-based system.

Even �nancial reserves do not provide an au-
tonomous anchor. Large shares of Europe's
gold reserves [39] are physically stored in U.S.
vaults. [40,41] Legally European, but de facto un-
der American control, this constitutes a strategic
risk that is rarely articulated, particularly in a pe-

riod of political volatility in Washington. Taken
together, the result is a �nancial system that Eu-
rope relies on intensively, but does not control.

At the same time, Europe's control over SWIFT
provides leverage over the international messag-
ing system, giving it an e�ective nodal position in
global payments infrastructure, including dollar
transactions.

Critical technologies � The global technological
frontier no longer lies in Europe. In almost all
strategic technologies�such as quantum comput-
ing, generative arti�cial intelligence, biotechnol-
ogy, and semiconductors�leadership is held by
either China or the United States. China now dom-
inates 57 of the 64 frontier technologies measured
by the Australian Strategic Policy Institute (ASPI) b,
driven by an integrated approach linking science,
production, and scaling. [42] Where Europe often
innovates at the laboratory level, China translates
innovation directly into industrial application, al-
lowing scale and learning e�ects to materialise
more rapidly. [43]

Goods and critical raw materials � Europe, and the
Netherlands in particular, are almost entirely de-
pendent on external suppliers for essential materi-
als, often concentrated in a single country. [44] A
recent study by the ECB showed that more than
80% of the
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European industrial base is three steps removed
from a Chinese producer of rare earth elements.
[45] China dominates the extraction and process-
ing of rare earths, magnesium, and manganese, as
shown in Table 2. The United States plays a com-
parable role in speci�c other critical raw materials.
Crucially, concentration is most pronounced not in
extraction, but in re�ning and processing. Access
to raw materials does not automatically translate
into access to functional end products. Even with
access to rare earth elements, Europe is still unable
to produce permanent magnets without external
processing capacity.

Energy � Despite shifts in sourcing, Europe re-
mains structurally a net importer of energy. [46]
The energy transition changes the nature of this

dependency, but does not yet reduce it. New de-
pendencies are emerging around technologies, net-
works, and critical materials. The same pattern
applies to the Netherlands: domestic generation
is increasing, but full autonomy remains a distant
prospect.

At the same time, energy carriers are traded on a
liquid and global market, with potential produc-
tion surpluses on the horizon. Energy vulnerabil-
ity is therefore fundamentally limited, although
it can translate into high costs and price volatility.
From a strategic perspective, energy dependency
poses less acute risks of immediate societal disrup-
tion than other critical functions, but it remains
economically consequential.

Table 2: Import Shares and Concentration (2024)
Source: WITS

Note: The table shows the share of the largest country of origin in Dutch imports by product category, including an

indication of concentration (HHI) and the share of imports originating from outside the EU27. 1. Her�ndahl-Hirschman

Index (HHI): a measure of market concentration, calculated as the sum of the squared market shares of all suppliers in a

market. A higher HHI indicates a more concentrated market and therefore greater potential market power and vulnerability

to dependencies.
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AI as a strategic dependency: from regulation to sovereign data and cloud

The rise of arti�cial intelligence marks a structural shift in power within the global economy.
AI is not an abstract digital phenomenon, but a physical industry built on computing power,
energy, specialised chips, and hyperscale data centres. It is precisely at these tangible layers
that Europe is today deeply asymmetrically dependent.

Figure 6 shows that, over the past decade, Europe has generated a relatively low number of
radical innovations in arti�cial intelligence. Despite strong regulatory frameworks�most
notably the GDPR and the AI Act�Europe has very limited proprietary AI infrastructure.
This has produced a paradox: Europe sets the rules for the use of AI, but not the conditions
under which AI is developed and deployed.

This dependency has two distinct axes. On the one hand, Europe is structurally reliant on the
United States for high-end AI capacity. American hyperscalers dominate the cloud landscape,
while Nvidia controls nearly the entire ecosystem of AI chips and development software.
Even Europe's own AI champions train and scale their models on U.S. infrastructure. This
creates a form of functional dependency: access to AI exists, but only within technical, legal,
and commercial frameworks de�ned by others.

On the other hand, a quieter dependency on China is emerging. In private clouds and indus-
trial applications, Chinese suppliers�most notably Huawei�are gaining ground through
aggressive pricing and vertical integration. At the same time, China is building a dominant
position in AI patents and alternative chip architectures. Should access to U.S. technology
become more restricted, parts of European industry risk being pushed towards Chinese
infrastructure as the only scalable alternative.

The strategic question is therefore not whether Europe can become fully autonomous, but
where dependency is acceptable, where it must remain manageable, and where it is unaccept-
able. Full decoupling is neither economically nor technologically realistic. What is required
instead is targeted intervention at critical chokepoints: generic cloud services for vital sectors,
AI infrastructure for defence and security, and the underlying data centre capacity and energy
supply chains.

Figure 6: Development of Radical AI Innovations (2019�2023)

Source: Bruegel
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Figure 7: Classi�cation of Strategic Sectors Based on Importance and Dependency
Source: DenkWerk (2025)

Note: The �gure organises system functions along two dimensions: societal importance (vertical axis) and the degree of

Europe's dependency (horizontal axis). The positioning is indicative and based on the analysis in Chapters 2 and 3. It is

intended as an analytical tool to distinguish priorities.

Where do strategic risks concentrate?

Strategic tension arises where high societal im-
portance coincides with an asymmetric position.
Where Europe faces structurally limited room for
manoeuvre within a critical system function, the
risk extends beyond e�ciency losses alone.

This intersection enables focus. Figure 7 visu-
alises this logic by crossing the importance of
a function with Europe's relative position. Sys-
tem functions where importance is high but Eu-
rope's position remains reciprocal or robust pri-

marily require vigilance (Group II), as well as an
assessment of whether these sectors can be fur-
ther developed into sources of leverage. Functions
where high importance and asymmetry coincide,
by contrast, constitute the core problem (Group I).
These are the areas where further analysis and
concrete courses of action must concentrate. Fi-
nally, Group III comprises functions that are not
risk-free, but lack the urgency of Groups I and II. c

WHERE IMPORTANCE IS HIGH BUT
POSITION IS WEAK, ACTION BE-
COMES UNAVOIDABLE
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4 EUROPEAN FRAMEWORK AND CAPACITY FOR ACTION

Europe is rich in values, but limited in means. It
is powerful in rules, yet restrained in power. It is
precisely in this tension that the central question
of this chapter arises: can a system designed to
preserve peace also organise countervailing power
in a world that is becoming increasingly less peace-
ful?

Europe is not a federal state, but a community
of countries whose cooperation was built on eco-
nomic interests rather than on the accumulation of
power. The European Coal and Steel Community
was designed to transform rivalry into mutual de-
pendence, and thereby into peace. [47] This project
produced an impressive institutional architecture:
free movement, a single market, common regu-
lation, and even a shared currency. Yet despite
this depth, Europe remains a collection of national
political economies that struggle to converge on
shared strategic choices. This tension runs through
the chapter as a central theme: a wealthy continent
that has created internal stability through rules
and redistribution, but �nds it di�cult to develop
power, speed, and strategic capacity externally.

Europe's distributive logic: internal strength,
external constraint

Europe's economic architecture is built on pub-
lic redistribution and market regulation�a model
that delivers stability, but also inertia. The welfare
state provides citizens with security, while rein-
forcing the notion that risks should be collectively
absorbed. This makes Europe predictable, but con-
strains its ability to make strategic leaps. Market
ordering and social protection together account
for the largest share of public expenditure: on av-
erage around 27% of GDP, rising above 30% in
Germany, France, and the Nordic countries. [48]
Europe thus operates the largest public welfare
state in the world.

Public spending in the United States follows a dif-
ferent logic. Not because Washington has greater
�scal space�on the contrary, the U.S. levies sig-
ni�cantly less tax and has structurally fewer pub-

lic resources than Europe�but because it is will-
ing to �nance strategic capacity on credit. Where
Europe guards its budget, the United States uses
the budget as a geopolitical instrument. Fiscal
space is created through sustained de�cits of
around 6% of GDP, [49] a federal debt exceeding
120% of GDP, [50] and large-scale investment pro-
grammes that do not wait for �scal balance. [51]
Scale and speed take precedence over cost contain-
ment. China follows a third path: not through
debt, but through state banks and central plan-
ning. [52]

The outcome is stark and uncomfortable. Europe
is internally stable but externally constrained; the
United States is externally powerful but internally
�scally strained and potentially vulnerable; [53]
China is externally assertive and internally author-
itarian. [54]

This distributive logic can be understood through
the lens of the geo-economic trilemma. The po-
sition Europe has chosen within this trilemma
shapes both its capacity for action and the way
it deploys policy instruments.

The geo-economic trilemma: three objec-
tives, two choices

The geo-economic trilemma rests on the propo-
sition that three objectives cannot be fully max-
imised simultaneously: strategic autonomy, maxi-
mum economic openness and integration, and in-
dependent democratic institutions (Figure 8). Ten-
sion arises from the friction between these goals.
Maximising openness and integration enhances
e�ciency and prosperity, but simultaneously cre-
ates dependencies on external suppliers.

Strategic autonomy, by contrast, requires limit-
ing such dependencies through diversi�cation of
value chains, the creation of bu�ers, and the devel-
opment of domestic capacity. Independent demo-
cratic institutions, in turn, shape how strategic
autonomy can be organised: they impose legal
constraints, demand legitimacy, and prioritise pro-
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portionality and accountability. This makes Eu-
rope's approach fundamentally di�erent from that
of more centralised or authoritarian systems.

Europe has historically prioritised openness and
democratic governance, accepting dependency as
the price of e�ciency and stability. In a world of
intensifying geopolitical competition, that balance

is increasingly under strain. The trilemma does
not imply that Europe must abandon its core val-
ues, but it does clarify that trade-o�s are unavoid-
able. Expanding strategic autonomy will require
conscious choices about where openness can be
sustained, where it must be constrained, and how
democratic control can be preserved while acting
with greater speed and strategic intent.
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Figure 8: The Geoeconomic Trilemma

Source: DenkWerk (2025)

They constrain the concentration of power, impose
requirements of legitimacy and the rule of law,
and anchor decision-making in public accountabil-
ity. The European Union, the United States, and
China each make di�erent trade-o�s within the
trilemma. These choices explain their divergent
power positions.

The European Union combines strong, indepen-
dent democratic institutions with a high degree
of economic openness and integration. The sin-
gle market, competition policy, legal protection,
and transparency form the core of the European
model. [55,56] This combination has delivered
prosperity and internal stability, but it has also
produced structural dependencies. Strategic au-
tonomy has long remained implicitly subordinate
to e�ciency and market integration. [57]

The United States positions itself primarily along
the axis of strategic autonomy and is willing to
subordinate economic openness to that objective.
Open markets remain important, but are con-
strained whenever national security, technolog-
ical dominance, or geopolitical in�uence are at
stake. This is re�ected in large-scale subsidies, ex-
port restrictions, sanctions, and targeted industrial
programmes. Democratic institutions formally re-
main intact, but come under pressure from the
scale, speed, and centralisation of strategic eco-
nomic decision-making. [58]

China positions itself within the geo-economic
trilemma along strategic autonomy and selective
economic openness, with democratic institutions
subordinated to state objectives. [59] Economic
openness is deployed instrumentally: it is permit-
ted insofar as it contributes to industrial upgrad-
ing, technological development, and value-chain
dominance, and restricted once it threatens those
goals. [60] Strategic sectors are protected through
state planning, state-owned banks, targeted subsi-
dies, and direct steering. [61] Institutional checks
and balances do not operate as autonomous con-
straints on state power, but function within a sys-
tem in which the judiciary, media, and political
processes are subject to direct party control. [62]
This enables speed, scale, and coordination, but
at the expense of institutional independence and
rule-of-law safeguards.

Taken together, this comparison makes clear that
Europe occupies a structurally distinct position
within the geo-economic trilemma compared to
the United States and China. Europe has chosen to
maximise openness and democratic governance,
accepting limits on strategic autonomy as the price
of stability and legitimacy. In an environment of
intensifying geopolitical competition, this position
no longer represents a neutral equilibrium, but an
increasingly exposed one.
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For Europe, one element is non-negotiable: inde-
pendent democratic institutions. [63] Movement
towards greater strategic autonomy can therefore
only take place through choices about the degree
and form of economic openness, in order to build
strategic capacity within democratic constraints.

Demand-side versus supply-side steering: a
system built on regulation

A position within the geo-economic trilemma
also determines the choice of policy instruments.
Europe primarily shapes economic dynamics
through demand-side steering and relies above all
on rules. Carbon pricing, product standards, con-
sumer protection, privacy frameworks, and com-
petition policy are designed to change behaviour
from the bottom up. This approach works, but
slowly. It is policy that disciplines rather than pol-
icy that builds.

By contrast, the United States operates largely
through supply-side steering: �scal incentives,
subsidies, guarantees, and strategic public pro-
curement. [64] This is policy that directly creates
capacity. China follows a third route: central plan-
ning combined with local execution, control over
value chains, and the deliberate acceptance of tem-
porarily ine�cient overcapacity in order to build
strategic advantage. [65]

Europe does possess supply-side instru-
ments�most notably in agricultural pol-
icy [66]�but their deployment across the
wider economy remains exceptional and frag-
mented. [67] The result is a sharp asymmetry:
Europe writes rules, others create capacity. Rules
organise behaviour; capacity shapes history. It is
precisely this tension that renders Europe geopo-
litically vulnerable.

This asymmetry becomes even more pronounced
when considering the time dynamics of policy.
Demand-side instruments operate over years:
�rms must invest, consumers must adapt be-
haviour, and suppliers must implement new stan-
dards. Both the United States and China place
far greater emphasis on innovation as a means
of strengthening their geopolitical position. [68]
Their supply-side steering operates within months.

Once subsidies, tax credits, and guaranteed o�-
take contracts are announced, investment patterns
shift almost immediately. [69�71] This helps ex-
plain why the United States experienced an un-
precedented wave of reindustrialisation in batter-
ies, semiconductors, and clean technologies within
two years�while Europe was still engaged in
consultation, state-aid assessments, and standard-
setting. [72]

Moreover, demand-side instruments place the bur-
den of transition on individual actors, whereas
supply-side instruments place responsibility with
the state. This is a fundamental di�erence. Europe
expects change from millions of �rms and house-
holds; the United States and China mobilise the
state �rst, and the market second. As a result, they
create pathways that �rms �nd attractive to follow,
whereas Europe primarily marks pathways that
�rms are expected to comply with.

Finally, scale is decisive. In a world where critical
sectors�from semiconductors to AI models�are
capital-intensive and characterised by strong net-
work e�ects, the actor that can rapidly mobilise
mass gains the advantage. Supply-side steering is
a tool for construction; demand-side steering is a
tool for ordering. Those who only order, but do
not build, remain dependent on those who do.

If Europe is to avoid becoming a hinterland of the
United States and China, it will have to adjust both
its position within the trilemma and the associ-
ated policy toolkit. Strategic autonomy cannot be
built within the existing straitjacket of procedu-
ral logic and budgetary orthodoxy. It requires an
institutional shift�one that explicitly preserves
democratic space, but necessarily entails move-
ment along the axis of economic openness.

This may involve, for example, more explicit in-
dustrial policy in core domains, a European fund
to support geopolitical objectives, and joint debt
instruments such as Eurobonds for defence. These
options are developed further in the following sec-
tions. As long as such a shift fails to materialise,
Europe will remain dependent in domains where
dependency directly translates into vulnerabilities
in security, prosperity, and political room for ma-
noeuvre.
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European decision-making: the political cap-
stone that confirms earlier patterns

European decision-making �ts logically into the
pattern outlined at the beginning of this chap-
ter. Europe is not a federal state, but an asso-
ciation of states that organise stability through
rules rather than through centralised power. This
model functioned as long as Europe was primarily
inward-looking; it begins to strain once geopolitics
demands speed and concentration of resources.
While many market-related decisions in the EU
can be taken by quali�ed majority, strategic do-
mains�foreign policy, security, sanctions, and
taxation�still often require unanimity. [73] This
means that any member state, large or small, can
veto decisions that a�ect collective security.

Unanimity was originally intended as a safeguard
for equality within a peace project. In a geopoliti-
cal environment, however, it has become a brake
on speed, [74] precisely the type of constraint al-
ready observed in the trilemma and in Europe's
reliance on demand-side steering. Positions within
the trilemma also diverge across member states,
with the desire for autonomy often framed more in
national than in European terms. Northern coun-
tries emphasise �scal discipline and the rule of law;
southern countries call for solidarity and invest-
ment; eastern member states experience Russia not
as an abstract risk but as an immediate threat; and
a small number of countries�most notably Hun-
gary�actively use veto power to pursue national
or even personal political objectives.

The result is that Europe is least e�ective precisely
in those areas where speed and unity are most
needed. Every compromise must be economically
and legally sound, but also politically acceptable
to 27 di�erent electorates. Decision-making thus
becomes not only an institutional challenge, but a
power problem. A Union that cannot act quickly

struggles to project power. And a Union in which
one or two countries can block strategic policy can-
not adopt a coherent position in a world where
opposing blocs are centrally directed.

Conclusion: the tipping point

Europe has reached a moment at which the
trilemma is no longer optional. The three patterns
developed in this chapter�the free-market logic
that prioritises economic openness over strategic
capacity, the preference for demand-side steer-
ing that places rules above construction, and the
decision-making architecture that favours unanim-
ity over speed�reinforce one another. Together,
they explain why Europe is normatively strong
but geopolitically vulnerable.

At the same time, this chapter does not only reveal
Europe's constraints; it also shows why the tipping
point represents an opportunity. Precisely because
these limitations are interconnected, potential so-
lutions can be as well. If Europe is willing to treat
strategic investment not as a discretionary Euro-
pean cost but as a necessary public function; if it
is prepared to deploy supply-side steering selec-
tively in domains where capacity is decisive; and
if it organises decision-making through coalitions
that can move when unanimity blocks progress,
space emerges to break the existing pattern. That
space is larger than is often assumed.

This provides the natural bridge to the next chap-
ter, Europe's strengths: an exploration of the assets
Europe does possess�its resources, values, mar-
ket size, institutions, and societal capacity�and
how these, if deployed strategically, can form the
basis for renewed autonomy and in�uence.

THOSE WHO ONLY ORDER, BUT DO
NOT BUILD, REMAIN DEPENDENT

MARKET AND MIGHT 25



Structural fragmentation within the European Union

The European Union is structurally fragmented. Member states di�er in economic structure,
security priorities, and political preferences. Northern European countries tend to prioritise
�scal discipline; southern European countries emphasise social support and stability; and
eastern member states focus primarily on security vis-à-vis Russia. This diversity makes the
formulation of a coherent common strategy inherently di�cult.

Reports such as the Franco-German Sailing on High Seas (2023) and analyses by the European
Council on Foreign Relations (2025) point to a proliferation of mini-coalitions within the EU,
often formed around speci�c issues but lacking a shared long-term strategic vision.

An analysis of voting behaviour across multiple policy domains among the 27 EU member
states over the period 1996�2019 illustrates this pattern. The analysis measures the extent
to which countries vote in alignment, with lighter colours indicating higher levels of agree-
ment. Policy areas are weighted according to the importance assigned by the member states
themselves. What stands out is that the Eastern European bloc is positioned at a considerable
distance from the �nal collective decisions. The question this raises is straightforward: how
sustainable is such a con�guration in a context of growing geopolitical pressure?

Source: DenkWerk Kickstart AI (2025)

Note: adapted from Arregui, J., and Perarnaud, C. (2021) � A New Dataset on Legislative Decision-Making in

the European Union: The DEU III Dataset
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