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When the European Commission adopted the Chips 
Act 2.0 in June 2026, it proposed a shift in the rules of 
the game for all actors. Nowhere is this more evident 
than in the Belgian semiconductor sector, which has 
become characterised by a mature industry with 
niche specialities and high dependencies on EU and 
third-party suppliers and buyers. This made Belgium 
both a battleground and a player in global technology 
competition. The semiconductor sector – just as AI, cloud 
computing, and digital infrastructure – are strongly 
affected by a bifurcated US-led ecosystem and a China-
led ecosystem. Since the 2020s, trends intensified in 
the EU of thinking about the semiconductor sector in 
geopolitical terms to reconsider dependencies and 
vulnerabilities.  
 
This policy brief focuses on Belgium’s position in the 
semiconductor landscape, and what are the Chips 
Act 2.0 proposal’s implications. While Belgium plays 
a crucial role and even became indispensable in some 
areas of the semiconductor industry, it faces significant 
structural constraints. These constraints are especially 
pronounced in smaller yet highly specialised countries 
like Belgium, whose role in the global value chain 
is shaped less so by volumes and more by precision 
knowhow, niche market, IP, R&D, and a level of 
dependencies in the global value chain.

THE GEOPOLITICS OF TECHNOLOGICAL 
COMPETITION

In recent years, the world has been moving through 
a juncture. The US and China are increasingly pursuing 
technological decoupling, using the scale of their markets to 
turn critical technology sectors into instruments of pressure 
against each other and against Europe. China regularly 
restricts exports of critical inputs and technologies1 while 
the US Congress currently considers legislation to pressure 
allies to adopt US export controls against non-allied states 
for critical semiconductor manufacturing equipment.2 
Whilst European states have long depended on their 
capacity to use market power to unilaterally shape global 
rules and standards – the so-called ‘Brussels effect’3 – they 
are increasingly caught up in this US-China rivalry.
 
European states have become increasingly aware about 
critical flaws such as third country overdependence in 
semiconductor manufacturing and design for certain 
important market segments in AI, processors, memory 
chips, not least due to events like the war in Ukraine, the 
Covid Pandemic, and the 2020-2023 global semiconductor 
shortage.4 In summer 2025, Nexperia – a Dutch based but 
Chinese-owned mature-node chips producer – transferred 
know-how and channelled orders to China, until a Dutch 
court froze the company’s assets and removed its Chinese-
appointed CEO. In response, the Chinese Nexperia branch 
halted exports to Europe, jeopardising Europe’s automotive 
industry to which it supplies 40%. Despite attempts with 
the Chips Act 1.0 to remedy these challenges, the European 
Court of Auditors stressed in December 2025 that it was 
insufficient to increase EU global market share to 20%, 
which had in fact declined.5
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THE EU TECH SOVEREIGNTY PACKAGE

Against this backdrop, the European Commission 
adopted the Chips Act 2.0 as part of the broader EU Tech 
Sovereignty Package. The first Chips Act of 2023 was a 
necessary first step: it mobilised billions of euros for the 
sector, contributed to world-leading pilot lines including 
at imec in Leuven, and contributed to the political 
recognition of semiconductors as a strategic sector. 
However, the implicit assumption of industrial policy 
over the past decades, including under the Chips Act 1.0, 
was that when government invests in upstream research 
that downstream industrialisation and demand would 
follow automatically – an expectation that has hardly 
materialised. Contrarily, the US had placed significantly 
greater emphasis on manufacturing capacity. As result, 
the Belgian semiconductor successfully grew into a 
world-leader in the value chain’s first segments like R&D, 
but tends to lack synergies with large end-user markets. 

Building on the Chip Act 1.0’s foundations, the Chips 
Act 2.0 calls for transforming these successes into an 
economically viable ecosystem with sufficient industry 
demand. Specifically, it shifts the focus from supply 
side to demand side measures. It appears to take the 
ecosystem more seriously, by aligning semiconductors 
to applications such as AI factories, data centres, cloud 
infrastructure, and broader industrial demand. Whilst 
it remains to be seen how much of the ambitious Chips 
Act 2.0 proposal will survive the consultations and the 
discussions with the European Parliament and Council 
by the time the Act will enter into force by summer 2027, 
it has already been positively received in the public and 
private sector. It aligns moreover closely with Flemish 
and Belgian strategic priorities, emphasising maintaining 
European technological excellence while developing 
strategic capabilities where necessary.6

This need to match supply with demand is reflected in 
how the EU Tech Sovereignty Package is composed. The 
Chips Act 2.0 seeks to create synergies with the newly 
announced Cloud and AI Development Act, leveraging 
the growing demand for semiconductors generated by 
data centres, cloud service providers and AI Gigafactories 

to strengthen Europe’s semiconductor industry. For 
example, it seeks to establish Demand Accelerators to 
ensure that new semiconductor products better reflect 
industrial needs and reach the market more rapidly. It 
also aims to align public procurement in critical sectors 
with broader European objectives by promoting 
economic growth, employment and skills within the 
Union, and to expand the use of innovation procurement 
to increase demand for technologies developed by 
European startups and scale-ups. The proposal also 
envisages a digital semiconductor supply-chain platform 
and market observatory to improve industrial uptake of 
EU-made semiconductors. In doing so, it seeks to address 
two key challenges: growing geopolitical concerns over 
critical dependencies on third countries and the rapid 
expansion of AI, which is expected to account for around 
70% of future semiconductor market growth.  

BELGIUM’S POSITION AND STRENGTHS 

For Belgium, the implications of the Chips Act 2.0 are 
both structural and strategic. The Belgian semiconductor 
sector’s dynamics constrain prospects to build a 
financially viable ecosystem. The Belgian sector is mostly 
fabless: over half of Belgian companies in the sector 
are in design, R&D, packaging, and testing.7 It relies 
moreover heavily on government financing and lacks a 
secure supply chain. End-user markets exist – but often 
outside Europe.
 
These sector dynamics underscore the urgency of 
Belgium’s efforts to address the lack of industrialisation 
and commercialisation. Belgium has been acclaimed yet 
also criticised for its subsidies for the supply side of the 
Belgian ecosystem like R&D – subsidies that are unlikely 
to be sustainable over the long term given tightening 
budgetary conditions – and less so the demand side, 
industrialisation, and commercialisation – which can in 
part substitute those subsidies. 
 
Yet, the Belgian semiconductor sector does not need to 
start from scratch. It comprises around 120 companies 
that employ around 8,800 people – of which 3,800 
work in R&D – with an annual turnover of €5 billion.8 
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Of these companies, 60% remains Belgian owned, and 
the average company exists already for over 30 years.
 
The Belgian semiconductor sector hosts moreover global 
champions for instance in R&D on small nodes that is 
essential for large international players like the US-
based Intel and the Taiwan-based TSMC. Furthermore, 
Belgium hosts world leading research on photonics at 
Ghent University’s Photonics Research Group and at 
imec. In the city of Oudenaarde, Thema Foundries is 
moreover actively preparing for the planned launch of 
the production of photonics chips by developing the 
site, equipping its facilities, and recruiting technical staff, 
including engineers and technicians. These photonics 
technologies enable energy-efficient applications in 
telecommunications, AI, data centres, automotive, 
healthcare, and quantum technologies. Such niche 
capabilities give Belgium an opportunity to develop an 
ecosystem around them. Belgium has moreover much 
needed knowhow and expertise in chip manufacturing, 
with former employees including engineers, technicians, 
and operators from BelGaN, the Oudenaarde-based 
manufacturer that discontinued in 2024 after no buyer 
was found.
 
Belgium, just as much of the rest of Europe, enjoys 
moreover political momentum. With the 2023 European 
Chips Act, the appointment of an EU Commission 
Executive Vice-President for Tech Sovereignty, and the 
European Commission’s 2026 Tech Sovereignty package 
Tech, the EU demonstrates growing political will to 
invest in the sector. The Flemish government subsidised 
hundreds of millions in amongst others pilot lines, and it 
now prioritises their industrialisation. The Chips Act 2.0 
moreover emphasises two of the Belgian sector’s main 
bottlenecks on the demand side of the sector: industrial 
development and scale-up financing. 

INDUSTRIALISING PILOT LINES 

Even with Belgium’s strengths and favourable 
political headwinds, a significant constraint on the 
long-term survivability of Belgium’s semiconductor 
sector remains industrialising existing pilot lines. 

One of the greatest successes of Chips Act 1.0 – the 
development of world leading pilot lines – created the 
challenge to commercialise them and nurture leading-
edge manufacturing capacity. Without a stronger 
manufacturing base, Belgium risks widening its existing 
gap between innovation and industrialisation. 

 A key challenge here is to develop stronger links between 
semiconductor developers and downstream industries 
like cloud, AI, and automotive sectors as demand drivers. 
The global semiconductor sector is expected to grow 
to €1.37 trillion by 2030, with AI-related components 
constituting around 70% of that growth.9 The Belgian 
sector lacks leading-edge manufacturing capacity 
and remains relatively weak in chip design (at least in 
advanced nodes design, though less so in mixed node, 
analogue, RF, or sensor/actuator design). Whilst demand 
for Belgian semiconductor technology is high from for 
example Nvidia and Apple, European industrial demand 
tends to lack. Several possible demand sectors, like data 
centres and AI applications, will take several years and 
it is unclear whether the demand for semiconductors 
will be large enough for the ecosystem to be financially 
viable.

Belgium could, in principle, endogenise such 
industrialisation and demand-drivers on Belgian soil; 
however, even if Europe could replicate large chunks 
of the value-chain domestically, it will come at a cost 
premium.10 The same applies to front-end processes 
of manufacturing chips. Front-end fabs like wafer 
preparation and photolithography in Europe is – due 
to higher costs of labour, construction, and energy – 15 
to 30% more expensive than in more competitive East 
Asian sites.11 As companies in the sector tend to decide 
more based on commercial logics of economic efficiency, 
as opposed to government geopolitical logic to reduce 
dependencies, it is far from clear that European chip 
consumers are willing to pay the substantial premium.

At the same time, a key challenge is to select carefully 
which downstream industries can be done in Belgium, 
the EU, and third-party countries. Belgium supports the 

‘made in the EU’ policy. But no actor – not even the 
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EU, US, or China – can control the entire supply chain. 
Belgium depends on third parties like China for materials, 
Taiwan for advanced manufacturing capacity, and the 
US for cloud infrastructure. This means that it requires 
careful considerations which industry segments should 
be supported by Flemish policy and subsidies. The Chips 
Act 2.0 stresses the importance of reducing demand 
and supply chain dependence on non-domestic parties. 
For example, it is a criterion under the Chips Act 2.0 in 
order to be granted the label “Strategic Project” – a label 
designated to strategically important semiconductor 
projects that gives them preferential treatment in 
funding, permitting, and political support.12

FINANCIAL CONSIDERATIONS 

An equally important hurdle that will continue to 
constrain Belgium’s semiconductor ambitions is 
financing. The semiconductor industry faces a paradox: 
it is both the pinnacle of international free trade with 
its extreme interdependencies, and it is the antithesis 
of it with the extreme subsidies to develop pilot lines, 
clean rooms, and manufacturing capacity. These 
subsidies for significant upfront investments are needed 
because entry barriers in the semiconductor sector are 
exceptionally high. This goes especially for industrialising 
the semiconductor sector in Belgium that lacks advanced 
manufacturers with prohibitively high entrance barriers.  
 
This means that the financial reality is that developing 
advanced semiconductor technologies requires 
investment levels that remain beyond the reach of most 
Belgian companies in the sector. Whilst these companies 
have relatively little external debt, most of them have 
50 employees or less and they lack the scale, revenues, 
and resources needed for such investments. For example, 
the total cost to develop a 7-nanometre chip can run in 
the hundreds of millions of euros with large parts of it 
devoted to software development. The Belgian market 
for small, deep nanometre chips is moreover small in 
mobile phone and computer applications, meaning 
that large investments in small chips are not always 
economically feasible.
 

The Chips Act 2.0 does have a stronger financing 
dimension; however, there is currently no budget outline 
in the Act. There is currently a separate conversation 
at the European level about the Multiannual Financial 
Framework (MFF) for 2028-2034, of which a central pillar 
is the new European Competitiveness Fund. However, 
even if there will be significant budget for the Chips 
Act 2.0 in the next MFF, there is an awareness that it 
is impossible, especially under tightening budgetary 
conditions, to subsidise the sector in perpetuity. 
 
Moreover, even with a budget dedicated to the Chips 
Act 2.0, there is a timeline gap. The end of the current 
EU MFF 2021-2027 is in sight with also little left on 
budgets of regional governments. This means that they 
cannot commit euros at the moment, and it is unclear 
whether this will change by the time the Chips Act 2.0 is 
expected to enter into force by summer 2027. In short, 
other financing solutions are needed for the short and 
long-term. 
 
The implications of this are particularly severe for 
Belgian start-ups. The Belgian semiconductor sector 
generates many innovative start-ups. However, relatively 
few of them grow into large international players, in 
part because they lack access to financing to scale up 
investments. Semiconductor entrepreneurship requires 
substantial upfront investments and a long-term vision 
due to long product development cycles. If this financing 
hurdle cannot be overcome, Belgian companies move 
abroad to seek financing: in the best case to nearby 
countries like the Netherlands, yet others to the US.
 
Whilst industrialisation and financing are not the only 
issues confronting the Belgian semiconductor sector – 
the latter requires talented personnel, smooth permitting 
procedures, higher net salaries, and affordable energy 

– they serve as an Achilles heel without which the sector 
cannot survive. 
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POLICY RECOMMENDATIONS 

The Chips Act 2.0 provides Belgium with an opportunity 
not merely to strengthen individual companies, 
but to consolidate a semiconductor ecosystem 
that is more resilient, commercially viable, and 
strategically positioned within Europe. Achieving this 
objective requires complementing Belgium’s existing 
technological strengths with policies that deepen 
industrial cooperation, build partnerships selectively, 
mobilise private capital, and incentivise predictable 
markets.

• Industrialise Existing R&D
 
First, Belgium should further specialise and 
industrialise those technology niches where it already 
possesses internationally recognised strengths. 
Rather than attempting to compete across the entire 
semiconductor value chain, policymakers should build 
an ecosystem around existing centres of excellence 
such as for example photonics. These technologies 
contribute simultaneously to digitalisation, energy 
efficiency, and decarbonisation, while supporting 
applications ranging from telecommunications and 
AI to healthcare and quantum sensor computing. This 
requires more intense involvement of the industry in 
what the pilot lines do in order to assure that what is 
developed has a high potential for industrial use. One 
option here is to use the Chips Act 2.0’s article 26 for 
a Region of Excellence label. Whilst it remains to be 
seen what this label entails precisely, it would generate 
higher visibility to investors and a better position to 
obtain EU funding.13 Belgium could actively pursue this 
designation to strengthen its international visibility, 
attract additional investment, and improve access to 
future European funding programmes.

• Build Strategic Partnerships with Like-Minded States

Second, as no actors – not the EU, US, or China – 
can control the entire value chain, Belgium should 
use the new instruments under the Chips Act 2.0 
to build strategic partnerships beyond its and also 

the EU’s borders. The Act enables cross-border 
initiatives such as projects that contribute to 
European technological sovereignty and supply-
chain resilience. Belgium should actively pursue such 
partnerships with neighbouring countries, while also 
expanding cooperation with technologically advanced 
partners. These could include South Korea, due to 
its central role in memory chips, Japan, due to its 
relevance in materials, equipment, and advanced 
manufacturing, and Taiwan, due to its indispensability 
in advanced foundry capacity. Such partnerships could 
moreover attract additional investment into Belgium. 
Participation in broader initiatives among like-minded 
countries could further strengthen Belgium’s position 
within trusted semiconductor supply chains without 
requiring complete self-sufficiency. One option here 
would be to explore how to engage with the emerging 
Pax Silica coalition which includes European signatories 
like Finland, Greece, Sweden and the Netherlands, and, 
since June 2026, also the EU.14

• Mobilise Private Capital
 
Third, Belgium should prioritise policies that mobilise 
substantially more private capital. Whilst public 
funding does not sustain the industrial sector, a level 
of public funding will remain important for certain 
sector segments. But subsidies are not sustainable 
indefinitely. Mobilising private capital is needed 
moreover to scale up investments and anchor 
promising companies within the EU innovation 
ecosystem. European initiatives such as the anticipated 
Savings and Investment Union – which is currently in 
a highly advanced stage of negotiations – provide an 
opportunity to unlock new sources of financing along 
with pension funds, venture capital, private equity, 
and carefully screened foreign direct investment from 
partners in like-minded countries. 

• Incentivise Predictable Markets

Yet financing alone will not be sufficient. Investors 
will remain reluctant to finance pilot lines and 
manufacturing facilities where future commercial 
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demand is uncertain. Governments should therefore 
complement supply-side support with demand-side 
measures that create more predictable markets, 
including encouraging long-term purchasing 
commitments from downstream sectors and 
strengthening chip design capabilities in industries 
such as automotive and defence.15
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