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Working Group 3 — Modernisation and Investments

The Polish Chamber of Chemical Industry (PIPC) welcomes the substantial work undertaken by
Working Group 3 and considers that the Charter correctly identifies many of the structural barriers
currently preventing investment in European chemical production.

In particular, PIPC supports the Charter’s recognition that industrial modernisation cannot be
reduced to decarbonisation alone. Restoring the investment climate requires a combination of
competitive energy and feedstock costs, adequate carbon-leakage protection, CAPEX and transitional
OPEX support, access to enabling infrastructure, technology-neutral financing, faster permitting and
a coherent EU-level funding architecture.

The distinction between the Survive, Modernise and Accelerate missions is particularly valuable, as
it recognises that preserving existing industrial capacity, transforming existing assets and deploying
new technologies involve different investment cases, instruments and timelines. The Charter also
correctly recognises that profitability is a prerequisite for investment in existing assets and that
Europe cannot modernise industrial capacity after that capacity has been irreversibly lost.

PIPC particularly welcomes the recognition of the need for temporary OPEX bridging, the
continuation and harmonisation of indirect ETS cost compensation beyond 2030, appropriate
treatment of free allocation and carbon-leakage risks, CAPEX and OPEX support for modernisation,
technology neutrality, improved access to infrastructure and a dedicated European financing
architecture for chemicals.

These elements respond directly to several of the structural barriers currently affecting investment
decisions in the sector.

1. The Single Market must remain the horizontal safeguard for European industrial policy

PIPC strongly supports the Charter’s recognition that excessive reliance on national support schemes
may create distortions within the Single Market. The document rightly calls for EU-level coordination
and for mechanisms preventing investment and industrial survival from becoming dependent on the
fiscal capacity of individual Member States. The same concern was explicitly raised by Spain in its
comments on the WG3 deliverables, noting that unequal national fiscal capacities may determine
which companies are able to maintain competitiveness and ultimately survive.

This Single Market concern, however, goes beyond the design of public funding. It is equally
relevant to the design of demand-side instruments.
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European producers operate under the same Union regulatory framework, but they do not operate
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under the same structural energy and infrastructure conditions. Access to competitively priced low-
carbon electricity, hydrogen, grids, CO, infrastructure and other enabling infrastructure varies
substantially across the Union.

If access to lead markets, public procurement, public support or other industrial-policy preferences is
determined predominantly by product-level GHG intensity or carbon-footprint performance, these
existing structural differences may be converted into new competitive asymmetries within the
Single Market.

A formally neutral criterion does not necessarily produce a neutral industrial-policy outcome where
the underlying conditions for meeting that criterion differ structurally between Member States.

This concern is already acknowledged elsewhere in the Charter itself. WG3 notes that fragmented
national electricity-cost relief, network charges, taxation and support schemes create internal-
market distortions. It also calls for EU coordination to prevent support from becoming concentrated
in Member States with greater fiscal capacity. Most importantly, the ammonia annex concludes that
European policy should avoid the structural penalisation of plants or Member States operating
under less favourable energy and infrastructure conditions.

The same principle should apply to demand-side policy.

Member States enter the industrial transition from fundamentally different structural starting points.
For illustration, the estimated GHG intensity of electricity generation in 2024 ranged from
approximately 36 g CO,e/kWh in France to 566 g CO,e/kWh in Poland. Electricity-system intensity is
not itself a Product Carbon Footprint, but where electricity-related emissions enter product-level
methodologies, these differences can materially influence the result.

The central test for European industrial policy should therefore be whether it reduces structural
fragmentation and strengthens industrial production across the Single Market, rather than
converting differences between national energy systems into permanent differences in access to
European industrial-policy preferences.

PIPC considers that this principle should constitute a horizontal safeguard throughout the WG3
Charter:

Demand-side measures should strengthen the competitiveness of European chemical
production across the Single Market and should not translate structural differences in national
energy systems, access to low-carbon energy and hydrogen, grid conditions or enabling
infrastructure into new competitive asymmetries between Member States.

The same logic applies to the concept of European preference. European industrial policy should
recognise the wider value of high-standard production carried out in the Union, including
compliance with European environmental, chemicals-management, occupational-safety, process-
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safety and resource-efficiency requirements, as well as the contribution of European production to
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resilience, security of supply and continuity of strategic value chains. GHG performance is an
important component of industrial transformation. It should not, however, become the sole or
predominant gateway to European lead markets or other industrial-policy preferences.

2. References to Article 16 IAA should not prejudge an ongoing legislative negotiation

Against this background, PIPC has a particular concern regarding the Charter’s references to Article
16 of the Industrial Accelerator Act.

On page 13, the Charter calls to:
“Activate IAA article 16 and extend to low-carbon and sustainable-carbon products...”
More importantly, on page 18 the Charter states:

“Activate IAA Article 16 delegated acts to deploy Union-level demand measures for low-carbon and
sustainable-carbon chemical products — the legal basis already exists and must be used.”

PIPC considers this wording premature.

The Industrial Accelerator Act remains subject to the ordinary legislative procedure. The Council
continues to work on a second Presidency compromise text, including through meetings of the
Working Party on Competitiveness and Growth in September, while the European Parliament
published its committee draft report only on 11 September and is still awaiting a committee decision.
The final position of neither co-legislator has therefore been established.

The current architecture of the IAA is also subject to substantive debate. The relationship between
European preference, low-carbon requirements, the integrity of the Single Market and sector-
specific demand-side measures has already been the subject of Council-level policy discussion, and
subsequent Presidency compromise texts demonstrate that legislative architecture is continuing to
evolve.

Article 16 is particularly sensitive in this context. Its present construction, including the scope of
possible demand-side requirements, the role of sustainable-carbon and low-carbon criteria, the
reach of delegated powers and its interaction with downstream value chains, is being critically
examined. PIPC has raised substantial concerns regarding these elements.

Consequently, a technical CCA deliverable should not state that the Article 16 legal basis “already
exists and must be used”.

At present, Article 16 is a provision in a legislative proposal under negotiation. Its final existence,
architecture, scope, safeguards and delegation of powers remain matters for the European
Parliament and the Council as co-legislators.
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CCA recommendations may usefully inform that debate. They should not be presented in a manner
that anticipates or politically pre-empts its outcome.
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This distinction is particularly important because endorsement of the Charter could otherwise be
interpreted as an endorsement by the Alliance of a specific Article 16 architecture at the very
moment when Member States and the European Parliament are still considering how that
architecture should be designed.

A more appropriate formulation would therefore be:

“Develop appropriate Union-level demand-side instruments for the chemical sector within
relevant EU policy frameworks, subject to the outcome of ongoing legislative processes and to a
comprehensive assessment of their effects on competitiveness, resilience, security of supply and
the integrity of the Single Market.”

Such wording would preserve the Charter’s call for stronger demand-side policy without prejudging
whether Article 16, in its present or amended form, is ultimately the appropriate legislative vehicle.

3. The objective of lead markets should be European production and resilience — not only low-
carbon and sustainable-carbon categories

PIPC also considers that the demand-side sections of the Charter apply an unnecessarily narrow
definition of the production that European lead markets should support.

The overarching objective of the Critical Chemicals Alliance is broader than creating demand for
products falling within specific carbon-related categories. It is to preserve, modernise and
strengthen Europe’s strategic chemical production base.

Indeed, the Charter itself defines the ambition of the CCA as a European chemical industry that
retains:

e critical value chains;

e strategic capabilities;

e skilled jobs;

e industrial know-how;

e existing production capacity;

e and the ability to deploy new technologies in Europe.

Mission Survive exists specifically to prevent irreversible closures, the loss of industrial ecosystems
and increasing import dependency.
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The ammonia annex makes this logic particularly explicit. It concludes that European policy should
pursue a twin objective: to enable economically viable decarbonisation and to preserve a
strategically relevant domestic production base for resilience, fertiliser security and industrial
value chains.
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There is therefore a tension between the broad industrial logic of the Charter and the significantly
narrower demand-side formulations on pages 13, 18 and 23, which focus predominantly on low-
carbon and sustainable-carbon products.

PIPC considers that resilience should constitute an overarching objective of European lead-market
policy, rather than merely an indirect consequence expected to result from demand for low-carbon
products.

Lead-market instruments should be capable of supporting high-standard European chemical
production where justified by:

e criticality and strategic relevance;

e security of supply;

e resilience of European value chains;

e preservation of essential industrial capabilities;

e risk of irreversible capacity loss;

and the need to maintain and modernise European production.

Low-carbon, circular and sustainable-carbon production might form elements of this framework, but
should not constitute its exclusive definition.

A possible alternative formulation would be:

“Create predictable demand for high-standard chemical production in Europe, with resilience,
security of supply, critical value-chain relevance and the preservation and modernisation of
strategic European production capacity as core objectives. Low-carbon, circular and
sustainable-carbon production might form elements of this framework, but should not
constitute its exclusive definition.”

Such wording would preserve the Charter’s

This distinction is essential because creating demand for the product with the lowest measured
carbon footprint is not necessarily equivalent to creating a business case for the transformation
and preservation of European industrial capacity.
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In certain value chains, a company may theoretically reduce the product-level footprint by switching
from an EU-produced precursor to a lower-carbon imported intermediate. From a product-
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accounting perspective, the result may improve. From the perspective of European resilience,
industrial capacity and import dependency, the result may be significantly less favourable.

This is why carbon performance and industrial resilience need to be assessed together.
4. Technology neutrality should be complemented by Single Market neutrality

PIPC welcomes the Charter’s strong emphasis on technology neutrality, feedstock flexibility and the
need to preserve different credible industrial transition pathways.

The Charter correctly recognises that electrification, CCS/CCU, renewable and low-carbon hydrogen,
biomass, circular feedstocks and other routes have different levels of feasibility depending on the
installation, infrastructure and regional context. It also recognises that immature technologies should
not be treated as immediate substitutes for existing assets.

This principle should apply equally to demand-side measures.

A framework may be formally technology-neutral while still producing geographically unequal
outcomes if qualification depends predominantly on a carbon metric strongly influenced by external
infrastructure or energy-system conditions.

Technology neutrality therefore needs to be complemented by Single Market neutrality.

Similarly, sustainable-carbon pathways should remain open and flexible. Biomass, recycled carbon,
captured carbon, biomethane and renewable hydrogen are not equally available or economically
viable in every Member State or for every chemical value chain.

Demand-side instruments should not convert differences in resource and infrastructure availability
into permanent differences in the ability of European producers to participate in lead markets.

5. European preference should recognise the wider value of European-standard production
PIPC also considers that European preference should recognise more than carbon performance.

European chemical producers operate under a comprehensive and enforceable regulatory
framework covering, among others:

e industrial emissions and BAT requirements;
e REACH and CLP;
e occupational health and safety;

e process safety;
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e waste management and circularity;
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e resource and energy efficiency;
e environmental monitoring and enforcement.

These requirements impose real compliance costs but also constitute an important part of the value
of industrial production carried out in the European Union.

PIPC’s contribution on the IAA therefore argues that the lowest carbon number alone is an
insufficient proxy for European-standard production.

This is particularly important in relation to third-country products. European demand-side policy
should avoid a situation in which an EU producer bears the full cost of European environmental,
social and industrial requirements, while a competing product manufactured under materially
different conditions qualifies for the same or more favourable treatment predominantly on the basis
of a product-carbon metric.

The objective should be a genuine level playing field in which European preference recognises both
the environmental transformation of the sector and the wider industrial value associated with
production under European standards.

6. The Charter’s strongest elements should remain centred on restoring the investment case for
European production

PIPC considers that the most valuable contribution of WG3 lies in its recognition that Europe’s
chemical industry faces an investment and competitiveness problem that cannot be solved through
carbon policy alone.

The Charter correctly highlights:
e the immediate risk of irreversible capacity closures;
e the need for temporary OPEX support;
e competitive energy costs;
o effective carbon-leakage protection;
e technology-neutral CAPEX support;
e infrastructure readiness;
e financing of brownfield modernisation;

e later-stage deployment and scale-up support;

and the need to avoid fragmentation of support across Member States.
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These elements should remain the centre of gravity of the WG3 recommendations.
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Demand-side instruments may form part of the solution. They should, however, serve this broader
industrial objective rather than redefine it.

Conclusion

PIPC considers the WG3 Charter to provide a valuable basis for further work on restoring the
investment climate for European chemical production.

Its strongest contribution is the recognition that Europe must preserve existing industrial capacity,
restore the conditions for profitable operation, make modernisation investable and support the
deployment of new technologies in Europe.

However, the demand-side sections require further clarification to ensure consistency with this
broader objective.

In particular, PIPC considers that the final Charter should reflect the following principles:

1. The integrity of the Single Market should be a horizontal safeguard across funding, energy,
infrastructure and demand-side policy.

2. The Charter should not prejudge the ongoing IAA legislative negotiations or describe Article
16 as an already existing legal basis that “must be used”.

3. European lead markets should support high-standard European chemical production and
industrial resilience, with low-carbon, circular and sustainable-carbon products forming one
but not exclusive components of that objective.

4. GHG intensity or PCF should not become the sole or predominant gateway to European
industrial-policy preferences where outcomes are materially affected by structural
differences in national energy and infrastructure conditions.

5. Technology neutrality should be complemented by Single Market neutrality and recognition
of different feasible transition pathways across Member States and industrial sites.

6. European preference should recognise the broader value of production under European
industrial, environmental, chemicals-management, safety and resource-efficiency standards.

7. Untested cost pass-through mechanisms should be subject to further impact assessment and
meaningful consultation across the value chain before being presented as operational policy
recommendations.
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The fundamental objective should remain clear:
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Europe needs demand-side, investment and competitiveness policies that create a business case
for maintaining, modernising and developing high-standard chemical production across the
European Union. The success of these policies should be measured not only by the carbon
characteristics of products placed on the market, but also by whether Europe retains the industrial
capacity, value chains, skills and technological capabilities necessary for its long-term resilience.

This approach would, in PIPC’s view, better align the demand-side elements of the Charter with its
core Survive — Modernise — Accelerate logic and with the underlying purpose of the Critical
Chemicals Alliance.
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