COMMUNICATION FROM THE COMMISSION TO THE COUNCIL AND THE EUROPEAN PARLIAMENT

on the Sustainable Production and Consumption and Sustainable Industrial Policy
Action Plan

1. Introduction

Europe is prospering… 

In recent years, the European Union has taken important steps to reach its objectives of growth and jobs. The Lisbon strategy has delivered significant results, based on the efforts by both the Union as its Member States. The economic situation is healthy. Over six million jobs have been created in the last two years. Unemployment is at its historical low. Productivity is also growing strongly, outpacing the US in 2007. 

Industry is globally competitive, contributing substantially to growth and jobs. Industrial production grew by over 4% per annum over 2005-2007, doubling the pace of growth of the previous four years. Correspondingly, employment has remained relatively constant, substantially improving after the steady decline of 2001-2005. Through its Industrial Policy, the Commission has continued to set the right framework conditions to keep Europe as an attractive place for industry and its sectors.

The challenge of sustainable development… 

The great challenge we face today is to integrate sustainability into this picture. Sustainable development is a key objective of the European Union. It aims at the continuous improvement of the quality of life and well-being on Earth for present and future generations
, in a way that mutually reinforces economic growth, welfare and environmental protection. Increasingly rapid global changes, from the melting of the icecaps to growing energy and resource demand, are challenging this objective.

Environmental impacts are increasing…

To combat climate change the EU has set ambitious targets for reducing green house gas emissions by 20 % (30 %) by 2020. At the same time, the EU is heavily dependent on imported energy and natural resources. Due to increased global demand and shortages, prices of these resources have been increasing dramatically during the past years. The climate and environmental impacts related to the use of and access to natural resources are thus becoming an ever increasing challenge for the EU. Moreover, this increasing use and demand is expected to grow. Energy consumption in the EU is likely to increase by 9% from 2005 to 2020
. The use of natural resources in the EU-25 is also expected to grow, by around 19% in EU 15 and 60% in EU 10 by 2020 when compared with the use in 2000
. 

Impacts of production and consumption are significant…

The challenges related to climate change and to the use of and the access to natural resources are directly linked to our way of life and how we produce and consume products on the market. This leads to significant contributions to green house gasses, pollution, material use, and natural resource depletion
. These environmental impacts are not limited to green house gas emissions. Even though air quality in Europe has been steadily improving, air pollution contributes to 750,000 years of life lost each year in Europe
. Risks related to the use of hazardous materials and substances have not yet been eliminated. Ecosystems are being eroded at unsustainable rates due to over-consumption of natural resources
. The impacts of consumption in the EU are felt globally. Not only is the EU dependent on the import of energy and natural resources – but at the same time an increasing proportion of products consumed in Europe are produced in other parts of the world. The need to address unsustainable trends and move towards more sustainable patterns of production and consumption is more pressing than ever.

Better patterns of production and consumption also bring opportunities…

Part of these efforts can be done without additional costs for European industry and households and may even bring benefits. For example, improving the energy efficiency of energy-using products could lead to over 7% total emission reduction and EUR 36bn savings up to 2020 for industry and household. Similarly, improving the energy performance of buildings would reduce total GHG emissions by 3% while yielding a net saving of nearly EUR 7bn
. According to the International Panel on Climate change, 30% of energy used in buildings could be reduced with net economic effects in 2030. In view of the global pressure to increase resource efficiency, the efforts to this end could become an important source of innovation and an important asset for the industry’s competitiveness. 

The aim of this Action Plan 

The aim of this policy document is to present the vision of the Commission on sustainable consumption and production and the actions it is proposing to support an integrated and dynamic policy in the EU and internationally. 

The core of the Action Plan is a new dynamic framework to improve the energy and environmental performances of products. This will include setting ambitious standards throughout the Internal Market, ensuring that products are improved by a systemic approach to incentives and innovation, and ensuring that demand underpins this policy. This will be achieved by integrating existing tools and strengthening, where necessary. This would complement existing environmental policy with regard to energy use, notably the energy and climate package adopted by the Commission in January 2008.

2. The Issue 

Building on achievements…

A wide range of European policies have been launched at European and national level in the last 30 years in the areas of environmental protection and use of natural resources, including energy saving. Well developed legislation, has been addressing a number of environmental impacts on a case by case basis. This has ensured that air quality has been improving, that waste is increasingly controlled, and that emissions from industrial sources are being reduced. For example, compared to 1990 levels, in 2005, the EU had reduced its emissions of sulphur dioxide (SO2) by 70% and nitrogen oxides (NOx) by 34%; and the share of municipal waste going to landfill decreased to 41% in 2006. When implemented, the Action Plan on Energy Efficiency will deliver at least 20% saving potential in the EU annual primary energy consumption by 2020, a target confirmed by the European Council in March 2007
.
In addition, a range of policies have been put in place to foster more efficient products and improve information to consumers. The Directive for the Ecodesign of Energy-using Products
 (EuP) establishes minimum requirements for the placing on the market of the products. The labelling schemes set by the Energy Efficiency Labelling Directive
, the Energy Star Programme, the Ecolabel Regulation
 and other schemes developed by Member States, retailers and other economic operators provide consumers with information on the energy and environmental performance of products. Incentives and green public procurement practices are being implemented by Member States to stimulate innovation towards better performing products. The Regulation on Energy Star for office equipment
 obliges EU institutions and Member States to purchase office equipment the efficiency of which having to meet at least the levels set out in the Energy Star Programme.

The current obstacles 
However, a number of important obstacles are hampering the potential of these policies to reach their full impact. Energy-using products only account for 35-40% of the environmental impacts of products. Information to consumers has focused on energy efficiency for household appliances and office equipment under the Energy Efficiency Labelling Directive or the Energy Star Programme or has covered only a limited number of products (under the Eco-label). Finally, actions at national level are not coordinated, thereby failing to tap the full benefits the Internal Market. 

Overall, existing voluntary and regulatory instruments are not sufficiently connected with each other or elaborated from a single policy perspective and potential synergies between the different policy instruments are not exploited. Moreover, the fragmentation of national and regional approaches sends conflicting signals to producers and creates distortions on the Internal Market. 

There is thus a need for a new policy approach, combining in an integrated action plan the potential of the different policies instruments and implementing them in a dynamic way. Applying such an integrated approach for products with significant environmental impacts could already lead to substantial environmental and economic gains. For example, the improvement in energy saving from better window insulation that could be induced by the Action Plan would contribute to reducing green house gas emissions (GHG) by up to one third, while reducing life-cycle costs to households by 13%. Similar gains are estimated for baths, showers and taps. 
3. The way Forward

It is now the time to scale up – to move towards an energy and resource efficient economy – promoting sustainable production and consumption while at the same time creating the conditions for business to transform the environmental challenges into economic opportunities. 

The challenge is to create a virtuous circle: improving the overall environmental performance of products throughout their life-cycle, promoting and stimulating the demand of better products and production technologies and helping consumers to make better choices. 

The core of this Action Plan is a new dynamic product policy to enact this virtuous circle. Building on the innovative potential of the European industry, it will deliver the continuous improvement of products for a better environment, smarter consumption, and a more competitive European economy. This is further supported and amplified by a set of other actions to achieve leaner production and a sustainable industrial policy. The Plan complements current policies by improving their synergy and coherence and by introducing new policies and actions where the EU policies have weaknesses or gaps exist.
The Action Plan builds on a number of agreed EU strategies. In 2006, the renewed Sustainable Development Strategy identified the promotion of sustainable consumption and production as one of the key challenges for Europe. In 2007, the Commission announced the launch of a sustainable industrial policy initiative to set the framework conditions for a low carbon economy to become a competitive advantage for Europe
. The Community Lisbon Programme for 2008-2010 includes the promotion of an industrial policy geared towards more sustainable production and consumption as one of its major orientations
. The European Council of July 2007 again emphasised the importance of working for sustainable development, and the need to preserve and improve the environment. 

4. A Dynamic Policy framework for Smarter Consumption and Better Products 

The Action Plan centres on a dynamic policy to enact a virtuous circle: improving the overall environmental performance of products throughout their life-cycle, promoting and stimulating the demand of better products and production technologies, and enabling consumers to make better choices.
This will be done by:

· Establishing minimum energy and environmental requirements for products in a systematic and coherent manner to restrict poorly performing products from entering the market. Voluntary benchmarks will identify the best environmental performance. Both minimum and benchmark levels will be reviewed periodically to aim at continuous improvement and to provide businesses with a predictable regulatory environment

· Developing a product labelling system […]
· Promoting energy efficient and environmentally performing products through fiscal incentives and public procurement based on the benchmarks. This will provide harmonized sets of benchmarks for mandatory public procurement and for fiscal incentives, such as taxation to be applied in the EU and in Member States. This will overcome the current fragmentation of stimuli and incentives in the Internal market

The benchmarking policy will be based on the life-cycle impacts of products and will draw on the full potential of the Internal market.

A broad range of environmental challenges can be tackled through this policy. Priority will be given to the reduction of climate change emissions, to the improvements in the efficiency of the use of natural resources and energy, and to the phasing out of the use of hazardous and endangered materials.

To implement this policy the present Ecodesign Directive for Energy-using Products (EuP) Directive will be extended to include non energy-using products. Similarly, Directives for labelling will be extended to cover a wider range of products. With these changes the policy will be implemented as outlined in this Action Plan. The work on developing implementing measures for energy using products under current EuP Directive will continue as decided and the reinforced policy described above will complement this work in the future. Priority will be given to those products and products groups that have the biggest negative environmental impact throughout their life-cycle. An indicative list of products to be tackled first is given later in this Plan. 

A range of other actions to achieve smarter consumption will also be implemented. In particular, action will be implemented with retailers and producers of products to green their own activities and supply chains, as well as sensitising consumers at large.

The actions are described in detail below. 

4.1. The Eco-Design Directive 

Currently the Directive for Ecodesign is limited to energy-using products. This Directive will be extended to cover all manufactured products, maintaining the exception of means of transport, for which separate policies and legislation already exist for reducing environmental impacts. 
For illustration, and not prejudging the results of the priority product group setting process, examples of product groups beyond energy using products that could be considered are: Clothing and footwear, Cleaning Products, waste water and chemical process, Domestic water-using devices (taps, shower heads, toilets), Furniture, Irrigation equipment, Building components such as window systems, doors, insulation materials, wooden structures, concrete products, plasterboard. 
In accordance with the existing provisions of the Directive, specific implementing measures will be developed for products having significant market sales, environmental impacts, and potential for improvement in terms of environmental performance. Such implementing measures will:

· Consider key environmental impacts over the life cycle of the products. In particular, implementing measures will take into account energy and resource use of products. Other issues such as the need to phase out the use of hazardous and endangered materials will be looked at when appropriate.
· Set minimum requirements. Products not reaching these minimum requirements will not be allowed to be placed on the EU market.
· Set voluntary environmental performance benchmarks. Benchmarks will be set, indicatively corresponding to the level of performance achieved [by the top20% to 30%] of products in a given product category, on average across all products categories. These benchmarks would then feed into the labelling schemes as described below. 

To aim at continuous improvement of products, the minimum requirements and benchmarks will be reviewed periodically or when market situations have changed considerably. This will provide predictable conditions for businesses to develop and improve their products. Benchmarking, regular review arrangements and incentives schemes will be brought into legislation by labelling directives. 

4.2. The Energy Efficiency Labelling Directive and the Eco-label Regulation

[The Energy Efficiency Labelling Directive will be extended to cover a wider range of products. Labelling categories will be set taking into account the environmental performance benchmarks identified under the Ecodesign Directive. The implementing measures of the Energy Efficiency Labelling Directive define the precise modalities of the label. The ranking of products on their environmental performance does not necessarily lead to compulsory affixing of a physical label but can be used for providing harmonized sets of benchmarks for mandatory public procurement and for fiscal incentives applied by the EU Member States. Depending on the product group, the Energy Efficiency label could focus on one, or a limited number, of predominant environmental parameters while ensuring that the promotion of that particular environmental parameter(s) does not significantly affect the other parameters throughout the product’s lifecycle.]
The Ecolabel will complement the above, as a voluntary label. It will act as a "label of excellence", providing the benchmark levels for top performance. This will be done such that indicatively 10% of products will meet the benchmark levels at the time of their establishment.

The coverage of ecolabel products will remain wider than the Ecodesign or Energy Efficiency Labelling directive, covering a broad range of environmental issues. Ecolabel may also cover those products and services where ecodesign requirements have not yet been set. The Ecolabel Regulation will be revised accordingly and the adoption process of obtaining an eco-label will be streamlined and simplified. 

The Ecolabel scheme will be linked closely to the implementation of the extended Eco-design and Energy Efficiency Labelling Directives. It will provide recommendations on products and levels for mandatory minimum requirements and environmental performance benchmarks. The decision-making process under the Ecolabel Regulation will remain distinct from that of the Ecodesign and Energy Efficiency Labelling Directives. However, the assessment methods, labelling and review timetables will converge with the Ecodesign and Energy Efficiency Labelling Directives.

4.3. Setting Incentives
Stimulus is needed to promote the uptake of environmentally performing products. A number of Member States are already providing incentives for energy and environmental performing products and greening their procurement practice to foster their uptake. However, the criteria that these products have to meet to have access to incentives or public procurement can differ substantially from one country to another. This may result in distorting the Internal Market for the products concerned. 

The objective is to overcome this fragmentation by using the environmental performance benchmarks and labelling categories as unique reference points for incentives and public procurement. This will allow the Internal Market to be fully exploited, thereby rapidly tapping economies of scale and driving down production costs.

The Energy Efficiency Labelling Directive will oblige public authorities to procure products above a selected level in the range of the labelling categories, subject to compliance with existing Internal Market and competition rules. 

The Energy Efficiency Labelling Directive will identify the level for which fiscal or other incentives can be set by the Community or Member States. This could for example be set at the top level of the labelling categories. Member States will be free to choose whether and in which form to provide incentives. Details of fiscal incentive mechanisms will be analysed further and the Commission will assess the need for further initiatives at Community level regarding fiscal or financial incentives for those products covered by the Ecodesign and Energy Efficiency Labelling Directives or the Ecolabel Regulation.

These actions will be amplified and supported by: 

4.4. Data for Products 
To implement this new and reinforced policy, benchmarking and assessment methods need to be understandable, simple and robust and they need to converge between different mutually supportive instruments. Robust market analysis and information dissemination on requirements need to be put into place. Resources within the Commission will be reinforced for this purpose. 

4.5. Promote Green Public Procurement
Public authorities spend the equivalent of 16% of EU GDP on the purchase of goods and services in Europe. Yet, the potential benefits of Green Public Procurement have only been marginally exploited. Although initiatives have been put into place by some Member States, complementary action at EU level is necessary to avoid market distortions that could arise from diverging national approaches. Green Public Procurement will be further strengthened by voluntary measures. This will act as a complement to the mandatory requirements described above. The Commission will provide guidance and tools for public authorities to green their procurement practices. This includes common environmental criteria, the setting of targets based on the level of best performing Member States and providing model tender specifications, which are in line with Internal Market legislation. A separate Communication on Green Public Procurement details these measures. This may also be one of the areas of cooperation in the Covenant of Majors which will enter into force early 2009.
4.6. Work with Retailers and Consumers

The retailers and producers of products play a crucial role in greening their own activities and supply chains as well as sensitising consumers at large. The Commission will work with the retail sector to promote the purchase of greener products and the greening of their supply chains.

A Retailer Forum is being set up. This will lead to self-commitments and agreement on a code of conduct, as well as additional information campaigns aimed at consumers. The code of conduct will include, among other things, the use of environmental claims in line with the Directive on Unfair Commercial Practices.

Such action of retailers responds to the Commission’s invitation to strengthen the commitment to Corporate Social Responsibility as set out in the Commission Communication of 2006
.

A package of consumer information, education and training actions will be developed to raise awareness and understanding about sustainable consumption and production. This will complement and bring together initiatives of retailers and those developed in the Member States. 
5. Leaner Production

Improving resource efficiency reduces dependency on the costs of raw materials, encourages optimal resource use, and recycling, and can significantly reduce running costs, thereby improving the efficiency and competitiveness of the economy.

A range of actions will provide further impetus to promote resource efficient and eco-innovative production processes. While these actions are justified based on their own merits and outcomes, they play an important role in complementing to the policy framework for smarter consumption and products – extending, amplifying and accelerating its impact. They will also complement existing regulatory settings such as on environmental emissions from industries (IPPC Directive)
 and the Emissions Trading Scheme. 

The following actions will be carried out:

· Promote resource efficiency

Resource efficiency contributes to the goal of decoupling environmental impacts from economic growth
. It means creating more value while using less resources, and for which recycling plays an important role. Gains for business can include significant cost savings. Resource productivity (measured as GDP produced, per resource use, €/kg) has improved 2.2% on average annually in the EU over the past 10 years. This means that the EU has been able to stabilise resource use in the growing economy. This is largely due to efficiency improvements in production and also to structural changes in the economy towards services. Improvements in resource productivity should continue at least at the same pace as this EU average. 

Further tools will be developed to monitor, benchmark and promote resource efficiency. Detailed material-based analysis and targets will be addressed at a later stage based on the environmental significance and also on access to natural resources.

· Revise EMAS Regulation

The Community eco-management and audit scheme, EMAS
, helps promote companies that value the environmental performance of production. It helps them optimise their production processes and make more effective use of resources. EMAS operates as a voluntary eco-management and audit scheme. In order to fully tap its potential for improving resource efficiency of production processes, the scheme will be significantly revised to increase the participation of companies, reduce the administrative burden and costs to SMEs. 

· Promote eco-innovation

Innovation in the area of environmental goods and services is central to the successful implementation of this Plan, and plays a key role in innovation policy. The level of innovation can be measured by the amount of patents in the area. According to the OECD, the eco-innovation patents in the EU are on rise and best performing Member States have been granting 3.5 patents per € billion GDP, produced annually.. Tools will be developed to monitor, benchmark and boost the uptake of eco-innovation in the EU as part of a wider EU innovation policy and its instruments such as the Competitiveness and Innovation Programme.

· Establish an Environmental Technology Verification scheme

An EU wide environmental technology verification scheme will be established to provide reliable third-party verification of the environmental performance of new technologies. It will be a voluntary, partially self-financed scheme, based on a regulatory framework. It will help to provide confidence to new technologies emerging on the market.

· Develop an industrial policy for environmental industries

The global market for environmental industries was estimated to be EUR 1000bn in 2005 and could reach EUR 2200 bn in 2020. In this fast growing global market, Europe has a market share as high as 50%
. Europe is well placed to grasp these business opportunities provided it can ensure good framework conditions for environmental industries

The Commission will therefore develop an industrial policy for environmental industries with the aim of establishing the appropriate framework conditions to sustain their competitiveness and favour their uptake by traditional industries. The objective is to deliver a friendly regulatory environment in the Internal Market. A comprehensive screening of regulatory barriers and market failures that hamper the competitiveness of environmental industries and their uptake by other sector of the economy will be undertaken. The screening will address issues such the Internal Market and Better Regulation, as well as standardisation and financing of innovation. The potential of ICT for delivering sustainable solutions will be explored. Linkages will be made to the specific actions undertaken under Europe INNOVA and Pro INNO Europe to support the take up of environmental technologies and eco-innovation. Specific attention will be given to priority areas identified by the Lead Market Initiative.
· Additional assistance to Small and Medium Size Enterprises

The Commission presented in autumn 2007 a policy package for supporting the European SMEs, including the improvement of their environmental performance. The implementation has started. The Enterprise Europe Network and other dissemination channels will encourage SMEs to adopt environmentally friendly and energy efficient solutions The Enterprise Europe support centres will consult and advise SMEs. Moreover, the action will aim at developing content for training and dissemination of tailor made information on subject of energy saving and environmental compliance in SMEs. 
6. Global Action

In addition, to the main lines of action above, activity at global level will also be carried out.
· Promote sectoral approaches in international climate negotiations. Industries are starting to develop sectoral approaches and commit to specific emission or energy-efficiency benchmarks. This will help engage businesses in emerging and developed economies in curbing the emissions from these sectors globally while addressing the competitiveness concerns for these industries. The Commission will support such approaches in the context of future international negotiation on climate change. 

· Promote good practice internationally. SCP policies will be promoted, for example as part of the United Nations Sustainable Consumption and Production 10-Year Framework Programme (Marrakesh Process) and in conjunction with international organisations such as UNEP. The current Action Plan will provide a driving force for future work that is carried out in collaboration with the UN. In addition, the European Commission in its Energy Efficiency Action Plan proposed to act on energy efficiency in international relations. This is currently taking place within the G8 framework with China, India and Korea, as well as the International Energy Agency in view of establishing an International Partnership for Cooperation on Energy Efficiency (IPEEC), which will be open to the participation of all major energy consuming nations in the World. 

· Promote international trade in environmental goods and services. The Eco-design Directive will develop environmental and energy efficiency standards for a number of products. This can pave the way to the adoption of international standards and help creating export markets for leading European companies. Trade policy and industry dialogue could contribute to this process, working towards the elimination of tariffs for trade for low carbon technologies and best environmentally performing products and services, and the creation of a global trading scheme for carbon.
7. Conclusions and Roadmap

This Communication sets out an integrated package of measures to deliver more sustainable patterns of production and consumption, while improving the competitiveness of the European economy. 

This Action Plan aims to bring about significant changes in patterns of production and consumption, moving towards a truly sustainable path and enabling industry to seize new business opportunities. It will pave the way for Europe to lead towards Sustainable development.

The following documents accompany this Action Plan: 

· Proposal for the extension of the Ecodesign Directive

· Proposal for the revision of the Ecolabel Regulation

· Proposal for the revision of the EMAS Regulation

· Communication on Green Public Procurement

This will be shortly followed by the 

· Proposal for the revision of the Energy Efficiency Labelling Directive 
· Proposal for a Regulation for an Environmental Technology Verification scheme.
· Remaining actions will follow later in 2008/2009: promoting resource efficiency; promoting eco-innovation; developing industrial policy for environmental industries; sectoral approaches; promoting good practice internationally; promoting international trade in environmental goods and services. 

The Commission will review progress and report on the implementation of the Action Plan in 2011. 
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