Eu Supply Chain Directive setbacks reveal deeper crisis in Europe’s economic resilience strategy
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The European Union stands at a critical juncture in its efforts to bolster economic resilience through supply chain management, public procurement, and regulatory measures. The ongoing debate around the EU Supply Chain Directive—more formally the Corporate Sustainability Due Diligence Directive (CSDDD)—highlights the complex interplay between regulatory ambition, industry concerns, and geopolitical pressures shaping Europe’s future economic stability.
Heatwaves, droughts, and recent disruptions to global supply routes have underscored vulnerabilities in today’s interconnected supply chains, which are often opaque and difficult to fully map. Procurement expert Martin Schiefer stresses that this scenario demands strategic foresight rather than bureaucratic inertia. According to Schiefer, the public sector could leverage its significant purchasing power—about €70 billion annually in Austria alone—to steer the economy toward greater resilience by adopting procurement policies that favour ESG (environmental, social, governance) criteria and regional value creation. He contends that knowing and managing one’s supply chain precisely is fundamental to identifying risks, enabling strategic responses, and safeguarding operational flexibility in times of crisis.
However, the unfolding story of the CSDDD illuminates the challenges faced by the EU in translating such strategic visions into effective regulation. Launched to hold companies accountable for human rights and environmental standards throughout their supply chains, the directive has suffered substantial dilution due to lobbying by industrial and financial interests. Compliance has been delayed until 2028, and requirements limited largely to direct suppliers, with previous plans for harmonised civil liability rules removed. Human rights advocates warn that these rollbacks undermine transparency and weaken protections, potentially allowing companies to sidestep responsibility for abuses deeper in their supply chains, particularly in high-risk regions.
French President Emmanuel Macron and German Chancellor Friedrich Merz have taken an even more critical stance, calling for the outright abandonment of the proposed supply chain audit law on economic grounds. They argue that stringent regulations could impair European competitiveness against rivals like the US and China. This position reflects broader political tensions within the EU, where member states remain divided on striking a balance between regulatory ambition and business-friendly policies. While pro-business voices in Germany advocate deregulation, parties like the Social Democrats maintain support for EU-wide standards to ensure level playing fields and robust protections.
The legal environment complicates the potential for public procurement to serve as a strategic lever for reshaping supply chains. EU procurement law restricts preferential treatment of national suppliers, yet Schiefer sees viable pathways through the binding application of ESG criteria to promote shorter supply chains and regional job creation without breaching rules. Such strategic procurement could help mitigate structural weaknesses that laws alone cannot solve.
Meanwhile, European policymakers are also grappling with broader resilience challenges beyond corporate supply chains. The defence sector, crucial for geopolitical stability, faces financial strains amid tightening credit markets and inflationary pressures. Proposals for a multilateral Defence, Security and Resilience (DSR) Bank aim to coordinate investment and finance joint procurement across allied nations, including the UK and Norway, to stabilize fragile defence supply chains and sustain military readiness. This effort reflects the EU’s recognition that resilience requires coordinated action at multiple levels and across sectors.
Additionally, concerns about raw material security have gained prominence, with EU Industrial Strategy Commissioner Stephane Sejourne calling for the establishment of joint strategic reserves of rare earth elements. These materials are vital for energy transition, defence, and aerospace industries, yet supply disruptions—exemplified by recent Chinese export restrictions—expose Europe’s vulnerabilities to external economic coercion and geopolitical risks. Efforts to diversify raw material sources and build strategic stockpiles are integral to a more robust economic framework.
At the same time, the European Commission seeks to reconcile regulatory stringency with competitiveness through initiatives aimed at reducing bureaucratic burdens on businesses. The 'Simplification Omnibus' plan proposes trimming corporate sustainability reporting obligations and limiting supply chain transparency rules to larger firms, potentially easing compliance costs by billions of euros. This deregulatory push faces criticism from NGOs and corporate leaders alike, worried that weakening regulations could undermine social and environmental gains and create market uncertainty.
Against this backdrop, companies themselves are urged to act proactively, viewing compliance not merely as a legal obligation but as a strategic investment. Contracts with clear information and audit requirements, along with transparent processes, help firms uncover risks such as unstable subcontracting or fluctuating prices early on, enabling swifter and more effective responses during crises. Schiefer underscores that adopting resilient supply chain management is essential not only to withstand regulatory pressures but to secure future economic viability and competitiveness.
In summary, Europe’s quest for economic resilience is a multifaceted challenge involving regulatory frameworks, political will, strategic public procurement, financial innovation, and corporate responsibility. The evolving narrative around the CSDDD illustrates the friction between environmental and human rights ambitions and the pushback from business and political sectors prioritising economic competitiveness. Meanwhile, complementary initiatives in defence financing and raw material security highlight that strengthening Europe’s supply chains and economic base demands both strategic vision and pragmatic cooperation to shield against escalating geopolitical risks and climate-induced shocks.
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