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Introduction

In 2007, the Commission set up a High Level Group on the Competitiveness of the European Chemicals Industry
 in order to “conduct economic and statistical analysis of the factors determining the structural changes in the chemicals industry” and “to formulate a set of policy recommendations addressed to policy makers, industry and civil society organisations”. The first meeting took place in September 2007.
In February 2009 the High Level Group (HLG) approved its final report
, formulating 39 policy recommendations addressed to a wide range of actors, including the Commission services, Member States and regional authorities, as well as industry itself and other stakeholders. 

In May 2009, the Competitiveness Council adopted conclusions on the Final Report of the High Level Group on the Competitiveness of the Chemicals Industry and invited the Commission to report – in close consultation with all stakeholders - on the implementation of the recommendations by the end of 2010. 

The Commission is currently in the process of collecting information on all relevant policies, actions, projects and initiatives taken by the various stakeholders in relation to these recommendations, in order to provide a clear and comprehensive view of the implementation of the High Level Group’s recommendations to the Council.

Following a first round of meetings with key actors as well as questionnaires to Member States and the members of the European Chemical Regions Network (ECRN)
, the Commission services have prepared the present consultation draft. The draft report aims at providing a representative picture of the on-going initiatives that implement the HLG recommendations. It is not aimed at revising or discussing the recommendations. 

This draft report is intended to focus the further discussion by presenting the results of the consultations so far. It should allow stakeholders to give further feedback on whether the choice of subjects for the report is appropriate, whether further actions should be included, and to complete the initiatives mentioned in the Annex. It should be noted that this draft does not represent an official position of the European Commission but is purely intended to serve as a discussion basis for a stakeholder workshop on 15 September.
It is currently planned to issue the final report as a Commission Communication. Due to the constraints for the length of such communications (not longer than around 12 pages), the report will have to focus on the main messages and a choice needs to be made in terms of subjects to be addressed, and also in terms of examples to be used to illustrate the implementation of recommendations wherever a multitude of relevant activities exist. The choice of these examples does not present any value judgement but is supposed to show typical cases of activities in the context of the recommendations.

The Annex to the report will be presented as a Commission Staff Working Paper and will provide a more comprehensive overview of activities. It is intended as a source of more detailed information and links to websites which can serve e.g. as an inspiration for launching further activities or as a means to establish contacts among those responsible for different initiatives to foster cooperation. Further contributions to this Annex are most welcome, preferably short summaries and with a link to websites where more detailed information can be found. 

Written comments on the consultation report and the Annex should be sent to ENTR-HLG-CHEM@ec.europa.eu, preferably before the workshop on 15 September, and at the latest by 30 September 2010. 

The Commission will organise a full day working meeting in Brussels on 15 September 2010 to discuss this consultation report with Member States, chemical regions, industry and all other stakeholders. The formal invitation and the agenda of the meeting will be sent in the second half of August 2010. 

The written comments and the results of the working meeting will be used to finalise the Commission Communication, which is scheduled to be transmitted to the Council by the end of 2010. It is also planned to present the report to a wider audience in a conference on 10 February 2011.

Setting the scene

Chemicals are an important input into most products of daily life. They are key to economic development and wealth, and play a major role in giving impulses for innovation in all manufacturing sectors. In its role at the basis of the value chain, the chemicals industry is not only an important economic sector on its own but a major innovation motor preparing the ground for future economic strength.

On the other hand, it has to be noted that the use of certain chemicals has caused adverse effects on human health and the environment. This has led to the development of an increasingly dense and demanding regulatory framework and calls for the substitution of hazardous chemicals by safer alternatives along the value chains. It has also had negative impacts on public perception of the chemicals industry.
Chemicals can provide solutions to the challenges that the EU will face in the years up to 2020 and beyond. They will provide key contributions to objectives of the Europe 2020 strategy, namely smart, sustainable and inclusive growth. Among the seven flagship initiatives of the Europe 2020 strategy, the contribution of the chemicals industry will be essential for the “Innovation Union”, “Resource efficient Europe”, “An industrial policy for the globalisation era” and “An agenda for new skills and jobs” initiatives.

The role of chemistry, chemical products and the chemical industry in European society has been described in more detail in the HLG report and will not be repeated here. Therefore, this section will focus on the main changes since the adoption of the HLG report, in particular the effects of the crisis and its effect on the competitiveness of the European chemicals industry.

The chemicals industry is one of the manufacturing sectors most affected by the economic crisis, largely due to the severe downturn in its most important customer sectors (automotive, construction, machine tools producers). 
The bottom of the crisis was reached at the end of 2008 but year on year figures were lowest in 2009 (18.3% less sales and 11.3% less production in Europe in 2009 compared to 2008). In 2009, out of a total workforce of around 1.2 million (4% of the manufacturing industry’s overall workforce) some 59,000 jobs were lost, some 35,000 of which can directly be attributed to the economic crisis. Since then, sales and production levels have been steadily recovering, without however reaching pre-crisis levels. For 2010, output in the chemicals industry is expected to grow by 9.5%.
	
	2005
	2006
	2007
	2008
	2009

	Turnover - billion € (1)
	472
	509
	537
	566
	456

	Employment index (2)
	100
	98.8
	98.5
	97.3
	92.9

	Exports - billion € (2)
	93
	102
	107
	111
	100

	Imports - billion € (2)
	62
	69
	77
	78
	65

	Trade surplus - billion € (2)
	31
	33
	33
	33
	35


(1) Cefic, 2010; (2) Eurostat, 2010

The impact of the crisis has been substantially different in the chemical subsectors. Basic inorganics (-18.6%) and polymers (-16.4%) have been particularly hard hit but they are also the sectors experiencing the strongest recovery after the crisis. In Jan-Feb 2010, their production level has risen by 24.5% and 26.5%, respectively compared to Jan-Feb 2009.
The production of petrochemicals fell by one third in the second half of 2008 to promptly regain much of the loss in 2009. EU production declined 8.9% in 2009 compared to 2008 and improved by 22% in Jan-Feb 2010 compared to Jan-Feb 2009. 

Compared to these subsectors, both the downturn and the subsequent recovery were less strong in speciality chemicals and consumer chemicals. Compared to 2008, production fell by -8.2% and -6.7% respectively and improved by 11.1% and 5.2% respectively in Jan-Feb 2010 compared to Jan-Feb 2009. 

Despite the crisis, the European chemicals industry remains highly competitive and is one of the motors of the European manufacturing industry. It has also managed to remain a strong and successful global player with a 29% share of the world market. Despite the substantial decrease in sales, it generated in 2009 a trade surplus of 35 billion euro (increase by 4.9% compared to 2008, mainly due to the strong recovery in major third countries’ markets
). 

However, the position of the European chemicals industry in the world is changing, and the crisis has accelerated this change. The strong growth of the BRIC countries – in particular in China - creates many market opportunities but it also leads to the creation of new, competing industries in these countries, benefitting from lower costs, access to certain strategic raw materials, and closeness to new growth markets. Also, more specifically for the petrochemicals industry, new competitors have arisen in the Middle East, benefitting from significantly lower raw materials costs and very favourable investment conditions. 

In general, this competition is strongest in basic chemicals and polymers. The more specialised and sophisticated chemicals, on the other hand, can benefit from the competitive advantages in Europe, in particular the long experience of the industry and large integrated sites and clusters which offer infrastructure and knowledge. 

Maintaining and further strengthening a competitive chemicals industry in Europe depend on many factors, which have been identified in the final report of the HLG. 
Against the background of the crisis, the implementation of the HLG recommendations becomes even more important as a driving force towards recovery. As the HLG recommendations were agreed unanimously by the HLG members, they should be implemented in cooperation between the European Union, Member States, regions and other stakeholders – only then can they deliver the expected results.
Innovation and research
The HLG recognised that the competitiveness of the European chemicals industry is based on the qualification of its workforce, research and development, and excellence in innovation.

One of the strongest points of the European chemical industry is its integration into networks and clusters. These networks and clusters are not limited to the chemicals industry but are strongly interlinked with all major manufacturing industries. Through new materials and processes the chemicals industry can set the basis for innovation not only for itself but also for these client industries. 

Enhancing innovation networks and creating innovation partnerships through co-operation between public and private actors can build on the work of the European Technological Platforms (ETPs), which provide a framework for stakeholders, led by industry, to define research and development priorities, timeframes and action plans on a number of strategically important issues. The Europe 2020 strategy also recognises the importance of innovation partnerships in the “Innovation Union” flagship initiative.
SusChem is the technology platform dedicated to sustainable chemistry. It has been particularly successful in orientating research initiatives and supporting the participation of the chemical companies in European R&D programmes in areas such as industrial (‘white’) biotechnologies, materials technology and reaction and process design. In the future, it will be important to better understand the innovation process as a co-operation between many actors. This has been recognised in the HLG report by calling on SusChem to explore opportunities beyond the defined key areas and focusing on bringing good ideas to the market. SusChem has started this by increased co-operation with other ETPs, e.g. on Water Supply and Sanitation Technology, by looking at closer partnerships with client industries and their networks and by proposing new areas for public-private co-operation. One of those proposed new areas is energy for a low carbon society. 
The UK established in 2006 a Chemicals Innovation Knowledge Transfer Network
 (CIKTN) to stimulate and support product and process innovation in the UK chemistry-using industries through the delivery of a coherent strategy and support framework for stakeholders that provides focus and prioritises activity. To date, its activities have generated over £1 billion of value to UK companies, taking into account the value generated by leveraged collaborative R&D projects and other services provided to chemical companies (market connections, industry interaction and company assists).
Another way of using synergies between chemical companies and their clients is cooperation in clusters. Many regions have demonstrated a keen interest in developing policies to support existing clusters or promote the setting up and running of chemical clusters. However, there is also increasing cooperation between those clusters, such as those between Axelera (Lyon) and Chemie-Cluster Bayern (Munich) or Flanders, Limburg and North Rhine-Westphalia. 
ChemClust is a 1,7m€ project of the European Chemical Regions Network (ECRN) with 10 chemical regions in 7 member states, co-financed by Interreg IIIC. This three year initiative started at the end of 2009 with the objective to improve the effectiveness of regional development policies in the area of innovation and cluster policies for the chemical sector by means of interregional cooperation and exchange of best-practice.

The Commission has developed a number of initiatives in order to support the exchange of information and best practice on cluster development. The European Cluster Observatory
 provides a wide variety of data on clusters in Europe, such as mapping of regional clusters, policy reports, cluster cases and other cluster-related documents. During the period 2010-12 the Observatory will be updated with new data, presentation tools and an online collaboration tool for SMEs and cluster organisations to benchmark their performance and find partners.
There is a very wide range of research and innovation activities, both by the private and the public sectors. While Europe is still lagging behind other world regions in terms of R&D spending, significant efforts have been made to keep R&D as a priority despite the need for budget cuts as a consequence of the economic crisis.

The Commission announced in July 2010 its biggest ever investment in research and innovation (€6.4 billion). The package covers a vast range of scientific disciplines, public policy areas and commercial sectors. Grants will be awarded over the next 14 months. Around 16,000 participants from research organisations, universities and industry, including about 3,000 SMEs, are expected to receive funding. 

The Centre for Process Innovation
 (North East England) is an open access innovation centre solely for the chemistry and process industries. CPI had a £17m turnover in 2009/10. It employs over 150 people, 65% being graduates or higher qualified scientists. CPI brings knowledge, assets and business into the North East Chemical Industry. To date CPI has helped many hundreds of businesses and has created over 12 new businesses of its own. It has also helped to create and preserve 3,350 jobs, worked with over 850 SMEs, created over 30 new products and helped leverage £545m of private sector investment.

Among the activities at EU level, the Lead Market Initiative
 has been created to speed up and facilitate the translation of technological and non-technological innovation into commercial products and services. The LMI covers six important sectors, most of which (bio-based products, sustainable construction, recycling, protective textiles, renewable energies) are strongly linked to the chemicals industry. The main policy tools used are prioritised regulation, public procurement, standardisation and additional supporting activities. 

The Key Enabling Technologies
 (KETs) initiative intends to ensure the deployment of technologies to facilitate the renewal and modernisation of the EU’s industrial base and the transition to a knowledge-based, low carbon and resource-efficient economy. The European chemicals industry is fully involved in most of the KETs: nanotechnology, micro and nano-electronics, advanced materials, bio-technology, photonics, advanced manufacturing systems and carbon capture and storage. A High Level Group on KETs has been set up and started its work in July 2010.  
As innovation requires the confidence of investors, customers, employees and consumers in the sustainability and safety of products and processes, the chemicals industry needs to develop a more effective dialogue with society, based on mutual understanding and trust. Listening and understanding are essential to develop the trust needed to support an innovation friendly environment and to make it work.
The Dutch Chemical Industry Association (VNCI) has launched the initiative “Chemistry is everywhere” to promote the positive image of the chemical industry in the country
. The initiative involves different stakeholders and aims at making it clear what chemistry is and why chemistry is important by formulating explicit description of chemistry such as what does chemistry do and how does chemistry offer solutions for the social problems of today and tomorrow.

The UK Chemicals Stakeholder Forum (CSF) advises the Government on how industry should reduce the risks from hazardous chemicals to the environment and to human health. The Forum has 21 members from industry, environmental and animal protection and conservation organisations, trade unions, consumer groups and the scientific community. This broad membership ensures that they are well placed to explore the views of the many sectors of society who work with or are concerned about industrial chemicals. 
The protection of Intellectual Property Rights and an efficient system to gain and enforce them remains a major strategic concern for the European chemicals industry. 

Despite some progress in the negotiations on the European patent system, work is not yet concluded. In December 2009, the Council has unanimously adopted conclusions on an enhanced patent system for Europe including a common patent court structure for hearings on patents infringements and invalidity cases, a common understanding on renewal fees and partnership arrangements between patent offices. In July 2010, the Commission presented a proposal on translation arrangements based on the three language system at the European Patent Office, which the Member States in the Council and the European Parliament will eventually have to adopt.
In the fight against counterfeiting and piracy, the Commission has issued two Communications on industrial property rights
 and IPR enforcement
 and set up a European Observatory on Counterfeiting and. Administrative cooperation between Member states has been improved, supported by voluntary arrangements between stakeholders (so far focusing on illegal activities on the Internet). In March 2010, the Council adopted a Resolution
 on the enforcement of intellectual property rights in the internal market.
Human resources

In order to pursue its innovation goals, Europe needs to attract more talented people to scientific studies. The education system needs to take into account the future skills needed by companies to cope with the continuous evolution of science, technology, business and legislative environment. It should provide a basic knowledge about science, technology and business reality, raise interest among pupils for relevant professions and offer practical curricula in both vocational training and higher education. These issues are reflected in the flagship initiative on new skills and jobs of the EU 2020 Strategy.
Education is very much a competence of local, regional or national authorities. Companies and industry associations can support those authorities to provide practical tools and better reflect company reality in schools and universities. There are many interesting examples of such co-operation which could serve as an inspiration for concrete initiatives in other parts of Europe.

From primary schools…

The Chemical Industry Association of Hesse has developed a wide range of initiatives to increase children’s knowledge of science and chemistry. Teachers are trained on simple chemical experiments which can be carried out in primary schools. Further initiatives include “science camps” for children aged 6-10 and their families, a Research Lab to encourage children to “research” into everyday life’s chemistry, and a “BioTechnikum” (a moving laboratory offering children in different cities the opportunity to conduct scientific experiments).
…to higher studies…
The Ministry for Innovation, Science, and Research of North Rhine Westphalia launched the project “Zukunft durch Innovation”
 (Future through innovation). It implements a wide range of initiatives for children and young people in high schools to invite them exploring and building their technical and scientific talent. 

… to University
The Christian-Albrechts-Universität, in Kiel, since 2000 runs a study program called "Wirtschaftschemie". Since 2008/09, students have chemistry and business administration classes starting from the very beginning of their Bachelor of Science studies. A Master of Science program will soon complete this approach with a strong accent on international and company experiences.
At European level, the Commission in cooperation with the EU Member States launched the “New Skills for New Jobs” initiative to anticipate and match skills needs by building stronger bridges between the world of education and training and the work environment. Recommendations on how to advance the New Skills for New Jobs agenda as a part of EU 2020 have been presented in the report of a group of independent high-level experts set up by the European Commission
.
Two important surveys, one by the Commission
 and another one by CEFIC (to be published by the end of 2010), analysed future skills needs for jobs in the chemical industry. These surveys can serve as a basis for the definition of new curricula by universities and training institutions. 

In 2009, the Commission presented a set of measures to develop and strengthen the University-business dialogue as part of a wider effort to support the modernisation of higher education
 and proposed to expand the role of its university-business forum, which has met annually since 2008
. The platform enables all stakeholders to build closer working relationships. 
The Commission set up a “cluster” group of interested countries around the specific theme of “Maths, Sciences and Technology (MST)” composed of 13 Member States
 to improve participation in MST studies and careers.

The use of the Erasmus (less than 3000 students of chemistry and chemical engineering; 1.4% of total) and Leonardo da Vinci programmes (15 training projects between 2001 and 2009 in the field of chemistry) could still be improved, which should start with analysing why students in chemistry and chemical engineering appear to be less mobile than those in other areas. 

Regulation
The HLG report has identified regulation as having a significant impact on the organisation and operation of chemical companies. Proper consultation of stakeholders, solid impact assessments, improved communication by the authorities and more harmonised ad correct application of the agreed rules are key elements of a good regulatory framework. 

As part of its 'Better Regulation' drive, the Commission has extended the use of impact assessments including to ‘Comitology’ proposals with significant impact on stakeholders. It has introduced an Impact Assessment Board to scrutinise the quality of impact assessments across the Commission. Impact assessments have been prepared for all recent major initiatives in the chemicals area, involving stakeholders from the outset. 

Major efforts have been made to improve the understanding of regulation. An example of these efforts is the extensive guidance prepared with close involvement of the chemicals industry and the helpdesk system under REACH and CLP, which links national helpdesks and the European Chemicals Agency (ECHA) and co-operates with industry and regional helpdesks. In order to address critical questions in the context of preparing registration dossiers for REACH and notification under CLP, a Directors Contact Group has been set up, involving representatives from the chemicals industry, the Commission services and ECHA.

ECHA conducts substantial information activities to improve companies’ understanding and compliance with REACH. Stakeholder events, webinars providing in-depth guidance and assistance online, a newsletter in 22 languages regularly sent to 10,000 subscribers, awareness campaigns, workshops and the publication of ten practical guides to help companies comply with their obligations. The network of the REACH National Help Desk answered in 2009 more than 7.500 inquiries.
The Commission also aims to establish more coherence between different pieces of legislation. For example, in its proposal to revise Directive 2002/95/EC on Restrictions of Hazardous Substances in electrical and electronic equipment (RoHS), the Commission has proposed that restrictions for further chemicals shall be decided using a methodology that would be aligned with that of REACH. The Commission currently is also reviewing the scope of REACH with a view to avoiding overlaps with other EU legislation. Obviously, the Member States – through the Council – and the European Parliament have their role to play during the adoption of legislation proposed by the Commission, and particularly for RoHS discussions are now at a crucial stage.
Energy and raw materials

The chemicals industry transforms feedstock into intermediate products for other industrial sectors and final products. It is also a large consumer of energy. Reliable access to raw materials and energy at fair prices is therefore an essential factor for the competitiveness of the chemicals industry. 

The proposed new Regulation on security of gas supply
 addresses weaknesses exposed in the 2009 gas crisis. It focuses on transparency and solidarity, imposes the definition of emergency plans at national level, defines common standards for security of supply and sets compulsory technical features – such as reverse flow – that aim at preventing future shortages
.

In 2010 the Commission submitted a report on measures to safeguard security of electricity supply and infrastructure investment
. It provides a positive assessment of network capacity and generation in the short term
 while in the medium/long term important investments will be necessary. 
The EU has for the first time financed the construction of new infrastructure. The European Energy Programme for Recovery provided 2.3 bn€ to 31 gas and 12 electricity projects. Member States, in particular in Central and Eastern Europe, have taken measures to safeguard security of gas supply.
The Commission is currently preparing a new Energy Infrastructure Package. This new package will build upon the current TEN-E (Trans-European energy networks) framework. ENTSO-E's (European Network of Transmission System Operators for Electricity) will be obliged to produce a biennial 10 year development plan covering all aspects of supply security. 

In the framework of the TEN-E, the Commission supports politically, and sometimes financially, the development of projects of European added value
. Most of these projects have recently progressed significantly
. The TEN-E framework is currently under revision in order to propose the EU Energy Security and Infrastructure Instrument in 2011.

In July 2009, the third Internal Energy Market Package
 was adopted. It aims at making market opening fully effective in achieving the lowest possible energy prices while guaranteeing better energy security and sustainability. In the same period, the European Energy Programme for Recovery
 (EEPR) was published. With a budget of 2.365 bn€ for gas and electricity interconnection projects it will help securing and speeding up investments in the energy sector.

In spring 2010, the Commission reached an agreement with Member States on new transparency rules in the gas market
. According to the new rules, by March 2011, system operators will make available in nearly real time relevant data to all market players, including the chemicals industry. 

In 2008 the Commission launched an integrated strategy, the so-called Raw Materials Initiative, which aims at undistorted international markets for access to raw materials, sustainable supply from domestic sources and resource efficiency and recycling. Several reports have been produced so far, which also tackle problems related to chemical raw materials. A new Communication in 2010 will outline the future development of this initiative. The Commission has recently launched a public consultation on the Raw Materials Initiative
.
In order to decrease its dependency on fossil hydrocarbons and decrease its carbon footprint, the chemicals industry needs also to progressively shift its raw material basis towards renewables. This is a very complex switch, which requires time, in- depth research and very substantial investments. Current legislation that affects the access to some renewable raw materials at world market prices – in particular tariffs – have repeatedly been criticised by the chemicals industry. However, the related policies touch on a number of sensitive sectors and it is necessary to strike a balance between different, and often competing, interests. 

Decoupling economic growth from the use of resources is also a substantial component of the Europe 2020 Strategy under the “Resource efficient Europe” flagship initiative. It will set a favourable framework to develop a wide range of new products and technologies, including for the chemicals industry.
The Dutch government co-funded with 120 million € 50% of a major R&D research initiative called BE-Basic, focussing on research in the field of industrial biotechnology for the effective penetration of green materials. The programme is part of the broader innovation strategy for the Dutch chemical sector and is implemented by a consortium of 16 research institutes and 10 industrial partners. 
In the framework of the Lead Market Initiative, an Ad-hoc Advisory Group provided specific recommendations for the development of the market for bio-based products
. The Commission issued two standardisation mandates to CEN
 and published Green Public Procurement Guidelines
 allowing bio-based products to be given preference in tender specifications. 
Research into biorefineries has been supported by the 7th Framework Programme for Research and Development (FP7). A coordination and support action started in 2009, followed by three large research projects which started in 2010. These projects aim at demonstrating the performance, sustainability and viability of the biorefinery concept.
The BioChem project, co-financed by Europe Innova, started in 2010 to support companies to enter the emerging market for bio-based products in the chemical sector. The project aims at overcoming the major factors inhibiting innovation in bio-based products by stimulating demand driven bio-based business, improve innovation capacity, complete a comprehensive assessment of the bio-based products market and develop a new integrated toolbox for providing support to companies.
Logistics

The ability to move chemicals, and the safety and efficiency of the transport system and its infrastructure are vital to keep the chemicals industry competitive. Environmental sustainability and chemical safety have to be fully respected in pursuing this objective. 
ChemLog
 - Chemical Logistics Cooperation in Central and Eastern Europe - is a cooperation project between regional authorities, chemical industry associations and scientific institutions from Germany, Poland, the Czech Republic, Slovakia, Hungary and Italy with the objective to strengthen competitiveness of the chemical industry by improving framework conditions for supply chain management in Central and Eastern Europe. It aims at strengthening railway and waterway transport for chemical good, support of development of logistic centres for intermodal transport, support pipelines and the implementation of trans-European Transport Corridors.
As a follow-up to the 2001 White Paper on a European Transport Policy
, the Commission adopted in June 2009 a Communication on the Future on Transport
, aiming at identifying policy options to be tested and eventually included in the next White Paper, expected for the last months of 2010.
In the framework of railway freight policies, the Commission has proposed a Regulation concerning a rail network for competitive freight, which foresees the establishment of nine international railway corridors with favourable conditions for freight train traffic within the next 3-5 years to improve efficiency and reliability of European rail freight
.

The Commission will start a study on Single Wagonload Traffic, which is of special interest for the chemical industry. 
As far as the road traffic congestion is concerned, in May 2010 a new Regulation on access to the international road haulage market
 entered into force. This Regulation harmonises rules for international carriers performing national services. Along with the Directive on road charging
 (Eurovignette) which is currently being revised, this Regulation aims at reducing congestion and the number of empty lorries on European roads. The Commission is also carrying out in depth studies to assess the costs and benefits of increasing the mass and/or size of trucks. No legislative proposals are expected in the short term.
Bottlenecks were addressed as one of the 35 points of the Freight Transport Logistics Action Plan
 in 2007. The Commission launched a “bottleneck exercise” in cooperation with industry for their assessment. A mid term review of the Action Plan is due by the end of 2010. 
Intelligent Transport Systems (ITS) refer to the application of information and communication technologies to transport. They could play a major role in the future to reach a more sustainable, efficient and clean transports in the EU. The Commission has launched in 2008 an Action Plan for the Deployment of ITS
. A framework directive has been approved in second reading by the European Parliament in July 2010
.
Climate change
The chemicals industry has a major role to play in the fight against climate change by providing solutions to other sectors. Materials produced by the chemicals industry allow generating energy differently and using it more economically – be it through silicon for solar panels, lighter materials for vehicles or insulation for buildings. In addition, the chemicals industry is a major consumer of fossil fuels (both for energy generation and as material feedstocks) and it has to make the same efforts as regards emission reductions as all other sectors. 
The EU has already defined concrete greenhouse gases (GHG) mitigation actions and a conditional offer to move to a 30% cut if other countries take comparable efforts. The Copenhagen Accord fell short of the EU's expectations and did not sufficiently narrow down the commitment gaps between the EU and other parts of the world.  

The Commission published a post-Copenhagen communication in March 2010 setting out a strategy to help maintain the momentum of global efforts to tackle climate change. In May 2010, the Commission published a communication revising the assessment of the costs of the 20% target, giving an estimation of the costs of moving to 30% and analysing the options to do so. 

Awaiting a more ambitious global agreement, sectoral approaches can be a tool for voluntary and regulatory measures to reduce emissions without distorting competition between companies in the same sector, both within the EU and internationally. In 2008
 and 2009
, studies launched by the Commission identified a positive role in fostering climate change action at national and international level. The EC is currently considering further studies on sectoral approaches on a number of sectors, some of which could belong to the chemicals industry (Oil refining, Fertilizers, Inorganic chemicals).
Another way to improve the leverage of EU action and create a more level playing field for the EU energy-intensive industry, would be to make the access to international credits more targeted, promoting sectoral crediting or limiting the use of CDM credits from energy-intensive sectors in developing countries (other than the least developed countries) or from countries which are not participating adequately in international climate efforts. 

So far, the risk of driving greenhouse gas intensive industries to non-EU countries with lower ambition (“carbon leakage”) continues to be an issue.  Almost all of the chemicals industry has been included in a list of sectors deemed to be exposed to a significant risk of carbon leakage adopted in December 2009
. The EU continues its efforts at an international level to engage developed as well as developing countries to take on more ambitious climate actions, and consequently level the playing field between producers in the EU and other countries. 
It is now important to set the right balance between allocating free allowances for the EU Emissions Trading System (ETS) to avoid carbon leakage and keeping the incentive to modernise plants to the state of art in terms of reducing greenhouse gas emissions. This is currently being done through the definition of benchmarks. In this context, product benchmarks will be identified for 15 chemical products. So far, information on emission intensity at installation level has been collected by industry and verified by independent consultants. The Commission is currently (July 2010) verifying the data in order to draft a Commission decision on EU-wide implementing measures that will set the relevant benchmarks and free allocation rules.
The Commission is pushing forward with the implementation of the financing instrument managed jointly by the European Commission, European Investment Bank and Member States to set aside 300 million allowances in the New Entrants’ Reserve of the ETS for subsidising installations of innovative renewable energy technology and carbon capture and storage (CCS). This provides both a considerable business opportunity for the chemicals industry as a supplier, as well as a solution to reduce its own emissions. A number of other financing instruments (such as LIFE +, but also the European Economic Recovery Programme) are available to invest in specific climate related projects and research (e.g. in energy efficiency, renewable energy). 
Trade

For a truly globalised industry as the European chemicals industry access to raw materials and markets at fair conditions is essential. Some steps forward were made, although in other areas diverging interests of countries and sectors make progress both challenging and slow. 
The EU pursed its efforts to obtain a deal in the WTO Doha Development Agenda negotiations despite of reluctance from major trading partners. Discussions on the sectoral proposal on chemical tariffs and negotiations on Trade Facilitation are ongoing but show only limited advancement.
More progress was achieved in the area of Free Trade Agreements. The new free trade agreement with Korea brings a fairer market access to the European chemicals industry. Inter alia by including a mediation and dispute settlement mechanism, it may serve as a model for future, modern FTAs. Other ongoing negotiations, notably with Ukraine, India, Canada and Singapore are making progress and negotiations with MERCOSUR have been reopened. 

The Commission will also further pursue efforts to remedy distorting practices such as double-pricing and will continue applying trade defence instruments where it is aware of violations of anti-duping and anti-subsidization rules. This is the case for example of anti-dumping measures extended against Ukraine for Ammonium nitrate and adopted against the US for ethanolamines at the beginning of 2010.
In 2009, the Commission completed an inventory of trade barriers in the field of raw materials and further assessed their economic impact. Some of the most harmful barriers to the EU economy have been identified and action has been taken to tackle them. A major effort has also been made in reducing export restraints (e.g. in the Free Trade Agreement with Korea and through a WTO case on Chinese export restraints on certain key raw materials for the chemicals industry).
As a follow-up to the work of the HLG, the Commission together with the Swedish Presidency carried out a sectoral survey within the Trade Policy Committee on identifying and discussing main trade impediments faced by the chemicals industry with the help of Member State trade experts. As an outcome, the Committee presented a sectoral fiche taking stock of the discussion and proposing points for action. 

In response to the sectoral fiche, the Commission set Market Access Working Group (MAWG) on Chemicals, which had its first meeting in March 2010. The objective of this MAWG is to identify priority market access barriers specific to the chemical sector and to agree on action and strategies to remove them, in line with the spirit of the market access strategy as a complementary tool to multilateral and bilateral negotiations. A second meeting took place in July 2010, during which a list of priority issues has been identified.

The Commission is also working on solutions for a stable and low cost access to bio-based raw materials which reflect the trade interests of the EU, balance the needs of various actors involved in the production and use of these raw materials – including domestic producers, and also take into account sustainability aspects.
Within the EU-Russia industrial and enterprise policy dialogue, the subgroup on chemicals has raised the most relevant industry concerns on custom organisation and procedures. Discussions to solve these issues are under way.
The Annex to this draft report contains for each recommendation of the HLG report a more detailed list of actions taken by all stakeholders.

Conclusions

[The conclusions will be drafted at a later stage, taking into account the written comments and the outcome of the working meeting on 15 September. They will also address the question on how the Commission proposes to continue monitoring and discussing the implementation of the recommendations of the High Level Group after the submission of the report to the Council]. 
� Commission Decision 2007/418/EC of 14 June 2007 setting up the High Level Group on the Competitiveness of the Chemicals Industry in the European Union (http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2007:156:0034:0036:en:PDF)


� http://ec.europa.eu/enterprise/sectors/chemicals/files/final_report/hlg_final_report_july09.pdf


� http://www.ecrn.net/


� These data are based on figures provided by Eurostat. They are somewhat different from those of CEFIC, which identifies a  42.6b€ surplus


� https://ktn.innovateuk.org/web/chemistryinnovationktn


� http://www.clusterobservatory.eu/


� http://www.uk-cpi.com/


� Communication from the Commission “A lead market initiative for Europe”, COM(2007) 860 final


� Communication from the Commission "Preparing for our future: Developing a common strategy for key enabling technologies in the EU", COM(2009) 512 final


� http://www.chemieisoveral.nl/


� Communication from the Commission “An Industrial Property Rights Strategy for Europe” COM(2008) 465 final


� Communication from the Commission “Enhancing the enforcement of intellectual property rights in the internal market”, COM(2009) 467 final


� http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/intm/113098.pdf


� http://www.innovation.nrw.de/zdi/index.php


� “New Skills for New Jobs: Action Now - A report by the Expert Group on New Skills for New Jobs” prepared for the European Commission - February 2010 (http://ec.europa.eu/social/main.jsp?catId=88&langId=fr&eventsId=232&furtherEvents=yes)


� “Investing in the Future of Jobs and Skills Scenarios, implications and options in anticipation of future skills and knowledge needs - Sector Report - Chemicals, Pharmaceuticals, Rubber & Plastic Products”, May 2009 http://ec.europa.eu/social/main.jsp?langId=en&catId=782&newsId=555&furtherNews=yes


� Commission Communication "A new partnership for the modernisation of universities: the EU Forum for University Business Dialogue", COM(2009)158 final, 2 April 2009 http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2009:0158:FIN:EN:PDF


� The European University-Business Forum took place on February 2008, February 2009 and May 2010. The report of the last meeting is available at the following address http://ec.europa.eu/education/higher-education/doc/business/forum2010/report.pdf


� CY, DE, DK, FR, IS, LV, MT, NL, NO, PT, SE, SK, UK


� Proposal for a Regulation of the European Parliament and of the Council concerning measures to safeguard security of gas supply and repealing Directive 2004/67/EC - COM/2009/0363 final  A political agreement is to be reached in summer 2010 under the Spanish Presidency. The adoption of the Regulation and subsequent entry into force is foreseen for autumn 2010 under the Belgian Presidency.


� Further information can be found at: http://ec.europa.eu/energy/security/gas/new_proposals_en.htm


� COM(2010) [XXX] number not yet known


� Between 1997 and 2007, EU-27 installed generation capacity increased by 18%. Renewable power installations accounted for 61% of all new installations in 2009. The Commission estimates that under current trends and policies the annual increase in electricity demand will be around 1% for the next 20 years.


� For a full list of the supported projects: � HYPERLINK "http://ec.europa.eu/energy/infrastructure/tent_e/doc/2009_ten_e_financed_projects_1995_2009.pdf" ��http://ec.europa.eu/energy/infrastructure/tent_e/doc/2009_ten_e_financed_projects_1995_2009.pdf� 


� Out of 32 electricity projects of European interest, 5 have been completely finalised, 3 partly. Of those under construction, 4 have been completed, 5 partly completed. Among the 10 gas projects of European interest, 2 have been completely finalised, 2 partly. Of those under construction, 1 has been completed, 2 partly completed.


� This package consist of five new legal acts: Directive 2009/72 concerning common rules for the internal market in electricity; Directive 2009/73 concerning common rules for the internal market in natural gas; Regulation 713/2009 establishing an Agency for the Cooperation of Energy Regulators; Regulation 714/09 on conditions for access to the network for cross-border exchanges in electricity; Regulation 715/09 on conditions for access to the natural gas transmission networks.


� Regulation (EC) 663/09, OJ, L 200/52, 31 July 2009


� The text of the draft Commission Decision adopted under Regulation 715/2009 can be found at � HYPERLINK "http://ec.europa.eu/energy/gas_electricity/gas_committee_en.htm" ��http://ec.europa.eu/energy/gas_electricity/gas_committee_en.htm� 


� � HYPERLINK "http://ec.europa.eu/enterprise/policies/raw-materials/public-consultation/index_en.htm" ��http://ec.europa.eu/enterprise/policies/raw-materials/public-consultation/index_en.htm� 


� “Taking bio-based from promise to market - Measures to promote the market introduction of innovative bio-based products - A report from the Ad-hoc Advisory Group for Bio-based Products in the framework of the European Commission’s Lead Market Initiative”, 3 November 2009, � HYPERLINK "http://ec.europa.eu/enterprise/sectors/biotechnology/files/docs/bio_based_from_promise_to_market_en.pdf" ��http://ec.europa.eu/enterprise/sectors/biotechnology/files/docs/bio_based_from_promise_to_market_en.pdf� 


� Respectively Mandate 52/2008 for the programming of standards for all types of bio-based products and 53/2008 for the elaboration of pre-standards for bio-lubricants and bio-polymers.


� � HYPERLINK "http://ec.europa.eu/environment/gpp/guideline_en.htm" ��http://ec.europa.eu/environment/gpp/guideline_en.htm� 


� http://www.chemlog.info/


� White Paper “European transport policy for 2010: time to decide” COM(2001) 370 final


� “A sustainable future for transport - Towards an integrated, technology-led and user-friendly system” COM(2009) 279


� Proposal for a Regulation of the European Parliament and of the Council concerning a European rail network for competitive freight COM(2008)852 (http://www.europeanlawmonitor.org/legislation/2008/COM2008852text.pdf). The proposal has been adopted by the Parliament on 15 June 2010 and the Regulation can be expected to enter into force at the end of 2010 / beginning of 2011.


� Regulation (EC) No 1072/2009 of the European Parliament and of the Council of 21 October 2009 on common rules for access to the international road haulage market (Articles 8 and 9 only)


� Proposal for a Directive of the European Parliament and of the Council amending Directive 1999/62/EC on the charging of heavy goods vehicles for the use of certain infrastructures, COM(2008)436


� Communication from the Commission “Freight Transport Logistics Action Plan” COM/2007/0607 (� HYPERLINK "http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52007DC0607:EN:NOT" ��http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52007DC0607:EN:NOT�)


� "Action Plan for the Deployment of Intelligent Transport Systems in Europe" COM(2008)886  (� HYPERLINK "http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52008DC0886:EN:NOT" ��http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52008DC0886:EN:NOT�) 


� Proposal for a Directive of the European Parliament and of the Council laying down the framework for the deployment of Intelligent Transport Systems in the field of road transport and for interfaces with other transport modes COM/2008/0887 final


� Global sectoral study: final report (� HYPERLINK "http://ec.europa.eu/enterprise/policies/sustainable-business/climate-change/sectoral-approaches/files/global_sectoral_study_final_report_en.pdf" ��http://ec.europa.eu/enterprise/policies/sustainable-business/climate-change/sectoral-approaches/files/global_sectoral_study_final_report_en.pdf�)


� The final report is in course of approval at the time of writing (July 2010)


� Commission Decision 2010/0/EC on a list of sectors and subsectors which are deemed to be exposed to a significant risk of carbon leakage (� HYPERLINK "http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2010:001:0010:0018:EN:PDF" ��http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2010:001:0010:0018:EN:PDF�)
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