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5. Brief analysis/assessment of the resolution and requests made in it:
Parliament calls on the Commission to come up with a revised industrial strategy, as the new industrial strategy for Europe, published in March 2020, coincided with the early days of the COVID-19 pandemic and came out before the NextGenerationEU plan was set up. It could therefore not take into account the impact of the pandemic on European industries.
Parliament stresses that the new strategy should in particular help the EU achieve climate-neutrality, deliver on the European Green Deal, manage the twin green and digital transitions and create high-quality jobs.
The new strategy should have two distinct phases, one focusing on recovery and the other on reconstruction and building resilience. The first should focus on maintaining the smooth functioning of the single market, mainly by recapitalising enterprises, saving jobs and adapting production to a post-COVID “new normal”. The second phase should aim to help reconstruct and transform European industry by pursuing the objectives of the twin transitions and reinforcing the EU’s industrial sovereignty and its strategic autonomy, which require a competitive industrial base and massive investment in research and innovation.
Parliament considers the NextGenerationEU as the cornerstone of the first phase of the Union's industrial recovery from COVID-19. It calls on the Commission to ensure the swift implementation of the fund and calls for Parliament to be fully involved in the decision-making and implementation process. For an efficient concentration of the budget available at the beginning of the period, NextGenerationEU should:
· include targets for social, sustainable and digital investments;
· particularly target small and medium sized enterprises (SMEs), which have been hardest hit by the COVID-19 crisis, and support their access to finance;
· take into account the specificities of Member States, which have been affected by the crisis in different ways;
· distribute financial aid among the different industrial ecosystems, ensuring that it supports businesses that contribute to long-term growth and have a high potential for economic recovery;
· support national fiscal schemes that encourage private sector participation and allow companies to convert part of their loans into equity;
· give preference to companies that commit to transparency, ensure visibility of EU funding, and put in place systems that encourage worker participation in company matters.


Parliament welcomes the measures taken by the EU to help Member States finance short-time working arrangements and maintain employment during the COVID crisis. However, it stresses that state aid should only be granted to companies facing the immediate effects of the pandemic and that the “loosening of state aid rules should be time-limited”.
The productive ecosystems dealt the harshest blows by the pandemic, such as the tourism and aviation industries, should be granted greater, non-repayable support and benefit longer from the special State aid scheme.
The Commission is called upon to support European and national programmes encouraging the increase of equity capital in companies and to facilitate recovery.
Parliament calls for the recovery plan to include concrete measures to attract industries to Europe, to increase the relocation and diversification of European industries with regard to their strategic importance and, from a climate-neutral perspective, to shorten and diversify supply chains.
Recognising that the COVID-19 crisis risks leading to a rise in economic nationalism and protectionism, Parliament calls on the Commission to:
· defend an open and rules-based multilateral trading system that: (i) is consistent with global efforts to curb climate change and biodiversity loss and with the EU's high environmental and social standards, (ii) improves the access of European businesses to international markets and (iii) prevents powerful international players from abusing their market power;
· immediately propose a temporary ban on foreign takeovers of European companies in strategic sectors by state-owned or companies linked to third-country governments;
· reflect on reciprocity in market access and strengthen the framework for the screening of EU foreign direct investment (FDI).
Parliament believes it is necessary to maintain the Recovery Fund as a Reconstruction and Transformation Fund to support the environmental and digital transition while strengthening the long-term competitiveness and resilience of society and the economy. The Just Transition Fund will be a major tool to facilitate this dual transition.
The new strategy should contain a strong social pillar, address the social consequences of structural change and help hard hit regions to recover economically and socially.
Parliament stresses the need to prioritise investment in industrial sectors that are vital to the EU's strategic autonomy, such as security, defence, climate-related technologies, food sovereignty and health. It stresses in particular the importance of the pharmaceutical industry in supporting the responsiveness and preparedness of health systems to face future challenges, including pandemics. It calls for a plan to mitigate the risk of medicine shortages.
The Commission is invited to stimulate domestic demand and long-term growth in the Union by attracting more investment, both public and private, in research and innovation, in the development of new sustainable and digital technologies, including in labour-intensive industries, in new networks and infrastructure projects compatible with the objectives of the European Green Deal, in energy and resource efficiency and in the circular economy.
Stressing the key role of the digital sector in transforming industry, Parliament calls on the Commission to establish a single European digital and data environment.
The Commission is called upon to maintain and develop a world-class European intellectual property system by promoting incentive and reward mechanisms in the research and development sector in order to attract investment for the development of future innovation for the benefit of society.

The Commission is also invited to: (i) adopt a clear approach to market definition in competition cases in different industrial sectors, (ii) review EU antitrust rules, (iii) regularly assess the competitiveness of different sectors of EU industry compared to its main global competitors, and (iv) act swiftly if adjustments to EU rules are needed.
6. Response to the requests in the resolution and overview of the action taken, or intended to be taken, by the Commission:
On 10 March 2020, the Commission adopted a new Industrial Strategy for Europe (COM(2020) 102 final) as part of a package of initiatives for making Europe’s businesses future-ready, including also a new SME Strategy and concrete steps to address Single Market barriers and better implement and enforce Single Market rules. All four initiatives[footnoteRef:1] reinforce each other and are firmly rooted in European values and social market traditions. [1:  	(i)A New Industrial Strategy for Europe, COM (2020) 102; (ii) An SME Strategy for a sustainable and digital Europe, COM (2020) 103; (iii) Identifying and addressing barriers to the Single Market, COM(2020) 93; (iv) Long term action plan for better implementation and enforcement of single market rules, COM(2020) 94] 

The new industrial strategy will help Europe's industry lead the twin transitions and drive our competitiveness.
For that, it defines seven fundamental enablers: a deeper and more digital Single Market, upholding a global level playing field, working towards climate neutrality and a more a circular economy, fostering innovation, skills and investments.
An industrial strategy based on partnership
Implementing the new industrial strategy requires a renewed partnership between EU institutions, Member States, regions and cities, industry, including SMEs and big companies, social partners, researchers and other stakeholders (paragraphs 2 and 85).
To lead the twin transitions, the strategy proposes a partnership approach to governance around the concept of industrial ecosystems, incorporating all players operating in a value chain, from large companies to small SMEs and start-ups, from training centers to research institutes, including manufacturers and service providers, private stakeholders and public authorities (paragraph 85). Ecosystems show the interdependence of our economies and our industrial value chains within the Single Market.
Fourteen industrial ecosystems have been identified (tourism, creative and cultural industries, aerospace and defence, textiles, electronics, mobility-automotive, low-carbon energy-intensive industries, renewable energy, agri-food, health, digital, construction, retail, proximity and social economy) representing around 90% of the business value added in the EU, which will play a fundamental role in the recovery, the green and digital transitions and the path to a more resilient economy. After a preliminary assessment of the liquidity and investment needs to cope with the COVID-19 crisis, the Commission is now working on a thorough assessment of the situation of the various ecosystems (paragraphs 12, 28, 44, 45, 56, 86, 89, 90 and 91).
The industrial strategy also promotes the creation of joint initiatives bringing together investors, governmental, institutional and industrial partners in key technologies and business areas (paragraphs 11, 44 and 45). In certain cases, the approach of industrial alliances can be an important tool to bring all players together and pool resources for achieving scale and impact, making Europe economically more competitive and resilient and strengthening industrial ecosystems by reinforcing value chains and diversifying supplies.
Industrial alliances are built on the basic principles of openness, transparency, diversity and inclusiveness (paragraph 85). They are open to Member States, regions, big and small companies, civil society, associations, experts, research and innovation communities, and cover the whole value chain. Such an approach has already shown its advantages in the field of batteries. The Commission launched in July 2020 the European Clean Hydrogen Alliance and the new Raw Materials Alliance in September 2020 (paragraphs 54 and 65).
Mobilising private investment and public finance is acutely important where there are market failures, especially for large-scale deployment of innovative technologies. One State Aid tool with a proven track record in this area concerns Important Projects of Common European Interest (IPCEIs). Member States can use IPCEIs to grant State aid, pool financial resources act quickly and connect the right players along key value chains. They are a catalyst for investment and allow Member States to fund large-scale innovation projects, including first industrial deployment, across borders in case of market failures. Building on experience with recent IPCEIs, the Commission is exploring ways to combine national and EU instruments to leverage investment across the value chain, in full respect of relevant financial and competition rules (paragraph 11, 44 and 45).
Competition
The Commission has conducted a fitness check of State aid rules finalised in October 2020, which concluded that, overall, the State aid rules under scrutiny are broadly fit for purpose. The Commission is currently revising the State aid rules for IPCEIs (paragraph 44). This revision seeks to clarify the conditions under which Member State-led projects in key sectors can move forward in a timely and pro-competitive manner. It should also help SMEs to participate fully in future IPCEIs. However, the design of such projects and the selection of potential aid beneficiaries is a responsibility of the Member States (paragraphs 16, 44 and 45).
The revision of the State aid guidelines for environmental protection and energy (EEAG) (2014/C 200/01) is also ongoing and scheduled to be completed by end 2021 (paragraph 16). It aims at designing a modernised, easy to apply and future-proof enabling framework for public authorities to help reaching the EU environmental and energy objectives in a cost effective manner with minimum distortions of competition and trade within the Union.
Furthermore, the Commission is revising antitrust rules governing vertical agreements while evaluations are ongoing concerning the rules on horizontal agreements and the Market Definition Notice (paragraphs 20 and 22). The main objective of the evaluation of the Notice on the definition of the relevant market applicable in both antitrust and merger control, is to assess whether it is still up-to-date in light of developments since its adoption, in particular the digitalisation and the globalisation of the economy The results of the evaluation will be published in 2021. Depending on the outcome of the evaluation, the Commission may propose a revision of the Market Definition Notice in 2021–2022.
The Commission is also finalising its evaluation of procedural and jurisdictional aspects of EU merger control. Based on these results, the Commission will consider the need for follow-up actions (paragraph 20).
Moreover, to ensure fair and contestable digital markets the Commission has presented on 15 December 2020 a legislative proposal for a Digital Markets Act (DMA). It addresses ex-ante the unfair behaviours of digital platforms that act as gatekeepers. These digital platforms would be designated as gatekeepers if meeting specific requirements. Finally, to ensure that the DMA is future proof it includes a market investigation framework.
In the context of the COVID-19 outbreak, the Commission adopted in March 2020 a Temporary Framework to enable Member States to use the full flexibility foreseen under State aid rules to support the economy (paragraph 16). It allows Member States to ensure that sufficient liquidity remains available to businesses of all types and to preserve the continuity of economic activity during and after the COVID-19 outbreak. The aim of having a common rule-book for all these Member States’ interventions is to ensure a level playing field in the single market. State aid control inherently entails a proportionality assessment (balancing test) and aims to minimise distortions of competition (paragraph 19). In view of the persistence and evolution of the coronavirus outbreak, the Commission has prolonged all measures set out in the Temporary Framework, including recapitalisation measures, until 31 December 2021. The Commission has also decided to expand the scope of the Temporary Framework by increasing the ceilings set out in it for certain support measures and by allowing the conversion of certain repayable instruments into direct grants until the end of 2022. Preserving competition in the single market is a key element in preparing the economy for a recovery.
The Commission launched a survey with Member States to see whether there is a need for adjustments. The Temporary Framework sets common criteria. Conditionality to other objectives can be attached by Member States but may be difficult to make mandatory, since the objective of the support measures is to provide liquidity or solvency support to remedy a serious disturbance in the economy (paragraph 17).
Furthermore, the Commission supports the proposed conditionality in relation to tax havens. This is why the Commission adopted on 14 July 2020 a Recommendation on making State financial support to undertakings in the Union conditional on the absence of links to non-cooperative jurisdictions (C(2020) 4885 final). In particular, it recommended that Member States adopt measures to refuse financial support to their undertakings if these have a direct or indirect link to other undertakings in jurisdictions, which feature on the EU list of non-cooperative jurisdictions for tax purposes (paragraph 18).
Resilience and competitiveness
The openness of Europe’s economy is a source of prosperity and competitiveness. However, the COVID-19 crisis has revealed that over-dependency on a limited number of for suppliers of certain critical goods may limit Europe’s ability to respond to future shocks. Therefore, Europe needs to build up resilience in strategic sectors where such vulnerabilities have been identified, and strengthen its competitiveness in the long run (paragraphs 1 and 11).
In this context, the Commission published in September 2020 a new Action Plan on Critical Raw Materials (COM/2020/474 final) looking at the current and future challenges and proposes actions to reduce Europe's dependency on third countries, diversifying supply from both primary and secondary sources and improving resource efficiency and circularity while promoting responsible sourcing worldwide (paragraphs 38 and 59). The actions will foster Europe’s transition towards a green and digital economy and at the same time, bolster Europe's resilience and open strategic autonomy.
Likewise, the Commission issued in November 2020 a new pharmaceutical strategy for Europe (COM/2020/761 final) to ensure patients have access to innovative and affordable medicines and to support the competitiveness, innovative capacity and sustainability of the EU's pharmaceutical industry. The Strategy will allow Europe to cover its pharmaceutical needs, including in times of crisis, through robust supply chains (paragraphs 38, 78, 87 and 95).
In addition, the Commission proposes in the strategy to revise the pharmaceutical legislation to enhance security of supply and address shortages through specific measures including stronger obligations for supply and transparency, earlier notification of shortages and withdrawals, enhanced transparency of stocks and stronger EU coordination and mechanisms to monitor, manage and avoid shortages. The strategy also commits to launching a structured dialogue with and between the actors in the pharmaceuticals manufacturing value chain and public authorities, to identify vulnerabilities in the global supply chain of critical medicines, raw pharmaceutical materials, intermediates and active pharmaceutical substances, in order to formulate policy options and propose actions to strengthen the continuity and security of supply in the EU.
Engagement and dialogue with stakeholders is essential and will form an integral part of the implementation phase of the Strategy. In this context, the Commission plans to use existing structures, such as the Pharmaceutical Committee and its expert group on the Safe and Timely Access to Medicines for Patients, the Health Policy Platform and other forums, like the group of national authorities on pricing and reimbursement and public healthcare payers (paragraph 95).
The Commission issued in March 2020 guidance to Member States on the Foreign Direct Investment Screening Mechanism (C(2020) 1981 final), ensuring a strong EU-wide approach to foreign investment screening at a time of public health crisis and related economic vulnerability, preserving Europe's strategic interests while keeping the EU market open to investment (paragraph 41).
The Commission also presented in June 2020 a White Paper on the distortive effects caused by certain foreign subsidies in the Single Market, followed by a public consultation. The Commission is currently carrying out an impact assessment and is scheduled to adopt a legislative proposal in the second quarter of 2021 (paragraphs 40, 41 and 42).
Fair and open trade ensuring a level playing field
The Commission presented a Trade Policy Review Communication (COM(2021) 66) in February 2021 for an open, sustainable and assertive trade policy aimed at creating opportunities, building alliances and supporting the economic recovery (paragraph 40). Furthermore, European industry should not face unfair competition from competitors around the world. The Enforcement Regulation has been revised and the new trade enforcement rules of Regulation (EU) 2021/167 entered into force on 13 February 2021 (paragraph 41). Further tools to protect EU companies and citizens from unfair trading practices are being developed. Additionally, to further increase the focus on compliance and enforcement of the EU's trade agreements, the Commission appointed its first Chief Trade Enforcement Officer in July 2020.
The Commission actively supports the discussions in Council and Parliament for the adoption of the International Public Procurement Instrument (IPI). The Commission remains committed to open and fair procurement markets worldwide and is working at many different levels to achieve reciprocity. Besides IPI, this includes agreements with third countries at plurilateral (such as the Government Procurement Agreement of the World Trade Organisation - WTO-GPA) and bilateral level (Free Trade agreements - FTAs), clarifying access rights of bidders, developing regulatory dialogues and address distortions caused by foreign subsidies in procurement (paragraph 42).
The Commission is committed to ensuring that products placed on the EU market comply with relevant EU regulations and standards.
In the FTA negotiations of Trade and Sustainable Development (TSD) chapters the EU includes ambitious commitments, such as that Parties will effectively implement multilateral environmental agreements, including the Paris Agreement (paragraph 40, 65 and 66).

Besides, as indicated in the Green Deal Communication, should differences in levels of ambition worldwide persist, as the EU increases its climate ambition, the Commission will propose in June 2021 a carbon border adjustment mechanism, for selected sectors, to reduce the risk of carbon leakage (paragraph 67).
The Commission agrees on the importance of undistorted trade and investment for renewables and energy efficiency technologies. This will be essential not only for the effective energy transition in the EU but also to ensure that EU businesses can compete on a level playing field in third country markets. This will help to sustain competitiveness of the EU industry and make the transition in other countries more efficient (paragraph 60).
The Commission acknowledges that strong and assertive defence against unfair trade practices such as dumping and subsidisation is needed more than ever. The Commission will continue applying its robust set of trade defence instruments (TDI), which have been reformed in 2017 and 2018, in order to better tackle current unfair practices in the modern global economic environment and ensure the continuous flow of goods and services worldwide (paragraph 40).
Under the Market Access Partnership, the Commission maintains a database of all trade and investment barriers reported by stakeholders (Member States and industry associations) – formerly known as the “MADB” (Market Access Database) and now integrated in the recently launched “Access2Markets” online portal. The information on barriers can be sorted by industry and by export markets. New online trade tools to support EU businesses are also being developed. On that basis, the Commission also releases every year the TIBR (“Trade & Investment Barriers Report”) for transmission to the European Parliament. The TIBR contains an econometric modelling of extra-EU trade generated thanks to solved barriers (EUR 8 billion in 2019), and provides a breakdown per industrial sector of the previous year’s new and solved barriers (paragraph 21).
The Commission collaborates actively with the EBO WWN network (European Business Organizations worldwide network) to help European businesses export and create new business partnerships. The EBO WWN provides an important link between EU Delegations and the EBOs to the benefit of European entrepreneurs, industries, investors, trade. It also makes prevail the democratic values and European principles in key markets in over 40 countries in five continents across the globe, also spreading the European voice abroad. They are key in proving both EU businesses and EU policy makers the tools and ground-level knowledge to facilitate market access and encourage business development (paragraph 43).
The Commission also promotes the access of SMEs to international markets via dedicated measures, such as connecting SMEs through international industry clusters, the Enterprise Europe Network (EEN), the EU SME Centre, and actions supporting European SMEs to participate in public procurement outside the EU.
Role of SMEs
As part of the March 2020 industry package, the Commission presented the SME strategy for a sustainable and digital Europe. The strategy puts forward actions aimed at helping SMEs succeed the twin transitions to a sustainable and digital economy, including: capacity-building and support for the transition to sustainability and digitalization, reducing regulatory burden and improving access to markets and improving SMEs access to financing.
The strategy builds on the achievements of the Small Business Act. It recognises the diversity and specific needs of SMEs and proposes both, horizontal and ad hoc support measures, to help companies grow and scale up, be competitive, resilient and sustainable, e.g. helping them to upgrade obsolete equipment, integrate digital technologies, enhance knowledge transfer or upskill their employees. The Commission will look into the Parliament’s suggestion of creating an SME voucher programme to support SMEs’ efforts. The strategy addresses all kinds of SMEs, including microenterprises, which represent 92% of SMEs. Reducing the administrative and regulatory burden is one of the core principles of the SME strategy – the EU Commission calls on Member States to respect it at national level too. This includes the roll-out of EU financial instruments, that in the new MFF 2021-2027 will be streamlined in a single programme, InvestEU, whose SME window will aim at simplifying access to EU-backed financial support for SMEs, my means of local financial intermediaries (paragraphs 24, 26 and 27).
The 2021-2027 InvestEU programme will provide crucial recovery support to companies, including start-ups and SMEs. In addition to a single integrated guarantee facility, it will support equity financing for SMEs and small midcaps along all development stages from start-up to scale-up, and Initial Public Offerings (IPO). It will help leverage private funding from investors such as business angels, family offices, venture capital funds, pension funds, and insurance companies (paragraphs 23, 24 and 25). SMEs will also be able to tap into the funding offered under the Recovery and Resilience Facility under Member States’ national recovery and resilience plans. The State Aid Temporary Framework adopted by the Commission and the increased flexibility in the Stability and Growth Pact also provide Member States with more means to boost equity levels in European SMEs.
Reacting immediately to the crisis, the Commission took decisive steps and addressed notably liquidity problems of SMEs in a number of ways (paragraph 26). As early as April, it redirected one billion euros from the European Fund for Strategic Investments (EFSI) to reinforce the COSME Loan Guarantee Facility and the InnovFin SME Guarantee Facility. It changed the conditions of these instruments to incentivise banks to provide liquidity to businesses. This will help at least 100.000 European SMEs and small mid-caps to obtain around EUR 8 billion of financing. By 30 June 2020, more than 19.000 companies had already received financing for a total value of EUR 1,7 billion, so these instruments are already delivering for SMEs across Europe. The Commission also provided practical advice and information via support services such as the Enterprise Europe Network, and supported Governments to exchange best practices via the SME envoy network. Further from the initial short-term relief to economic recovery, it is crucial to help SMEs master the “triple transition” to sustainability, digitalisation and resilience and thus, become largely independent from ad hoc financial assistance in the future.
SMEs will be also supported by a network of around 200 Digital Innovation Hubs, covering all regions of Europe, underpinned by investment from the Digital Europe Programme and from Structural Funds. EUR 750 million are planned from the Digital Europe Programme and an equal investment is expected by the Member States. These hubs will support companies to identify the most effective uses of technologies, business models, and digital approaches improving sustainability. The Member States and the Commission are progressing in setting up the network, which is scheduled to be operative in the last quarter of 2021 (paragraphs 27 and 31).
In addition, the 2021 to 2027 Single Market Programme will help strengthen the competitiveness of EU enterprises, including SMEs, so as to improve the functioning of the internal market, enabling the development of high-quality European standards, and increasing consumer protection. It will also aim at enhancing human, animal and plant health, as well as animal welfare, and promoting high-quality, timely and reliable statistics.
Standards
Standardisation is a powerful and strategic tool for achieving European policy goals. The Commission pays special attention to standardisation because standards can influence most areas of public concern such as the competitiveness of industry, the functioning of the single market, the protection of the environment and of human health, not to forget the enhancement of innovation and technology adoption. Standards ensure interoperability and safety, reduce costs and facilitate companies' integration in the value chain and trade. The Commission will seek to underline the role of standards in ensuring interoperability within the industrial ecosystems, in supporting the green and digital transitions and in boosting European resilience and competitiveness. The Commission will also consider improvements to the functioning of the European standardisation system, with a view of timely development of harmonised standards in support of European policy objectives and regulatory requirements (paragraph 97).
IPR
Intellectual property rights play an important role in fostering innovation and protecting investment and can support the digital and green transitions. Intellectual property (IP) is also a lever to support EU resilience and economic recovery in times of crisis. To assume leadership in key industrial areas, improve resilience in times of COVID-19 while making the transitions to a greener and more digital economy, the EU needs to effectively protect and manage intellectual property. The Commission has designed a legal framework and intellectual property system that offers incentives for EU companies to invest in the provision of goods and services with high standards of quality, innovation, design and creativity (paragraphs 82 and 83). In November 2020, the Commission adopted the Communication ‘Making the most of the EU’s innovative potential – An intellectual property action plan to support the EU’s recovery and resilience’ (COM(2020) 760). The action plan emphasises the importance of properly balancing the protection of IP and access to it. The Commission will enhance its tools to ensure that the IP system guarantees adequate access to critical technologies, where and when necessary, while ensuring an adequate return on investment for innovators, and is carrying out concrete analyses in this respect.
The Commission will continue improving our IP principles, and promote their adoption worldwide, including in strategic areas such as health, artificial intelligence (AI), and Standard Essential Patents. The EU's ambition is to be a norm-setter, not a norm-follower (paragraph 83). To this end, the Commission will continue to seek ambitious IP chapters with high standards of protection in the context of Free Trade Agreements (FTAs). It will also continue to use, in the cooperation with the EU's trading partners, the Counterfeit and Piracy Watch List (which reports marketplaces and service providers allegedly engaging in counterfeiting and piracy) and the Third Country Report (which identifies third countries in which the state of IPR protection and enforcement gives rise to serious concerns). Both the Watch List and the Report will be updated regularly, and actions to address identified shortcomings will be closely monitored. The Commission will expand its technical co-operation offer, including in relation to Africa. At the same time, the Commission will take stronger action to avoid any misappropriation of critical technologies by third parties. For instance, it is developing new framework conditions for international cooperation with research organisations in non-EU countries, based on a level playing field and reciprocity. 
Concerning the unitary patent system, the Commission considers it to be a key tool for the EU's industrial recovery, especially in the areas of renewable energy, electronics, aerospace and defence, as well as mobility ecosystems (paragraph 84). The main missing step in ensuring the launch of the unitary patent system is Germany's ratification of the Unified Patent Court Agreement, and the related process is on-going. Once the ratification process is completed, the Commission will work together with the European Patent Office (EPO) and the Member States concerned to make the unitary patent system operational among the contracting Member States. It will also encourage those Member States that have not yet engaged to join the new system.
In addition, the Commission considers that it is important to better assess the impact of AI on the IPR framework (paragraph 37). Therefore, it has published a descriptive study on the challenges of AI technologies on patent and copyright law. The study concludes that the current state of the art in AI does not require or justify immediate substantive changes in copyright and patent law in Europe. The Commission is also conducting a copyright-specific study on the impact of new technologies on copyright in the field of copyright data management and AI. Furthermore, the Commission will continue its discussions at international and EU level on the impact of AI technologies on IP rights. Finally, the Commission will engage in stakeholder discussions including by encouraging the launch of an industry dialogue on IP, new technologies and evolution of the IP framework in the digital economy. The Commission will also, together with the European Union Intellectual Property Office (EUIPO), further promote the use of new technologies, such as AI and blockchain, to fight IP infringements.
Without the protection of ideas, businesses and individuals would not reap the full benefits of their inventions or creations, and would focus less on research and development.
Research & Development & Innovation
The Commission agrees that increasing European efforts, including adequate public and private investment, in research and innovation (R&I) is key for succeeding the digital and green transitions and increase industry’s competitiveness. Member States should commit to investing 3 % of their GDP in research and development (paragraphs 75). To this end, the Commission published in September 2020 its Communication on a new European Research Area (ERA) for Research and Innovation to help R&I results to reach the market and the real economy. As part of this, common industrial roadmaps for key technologies shall provide a common vision and investment agendas from basic research to deployment, and valorisation of R&I results will be strengthened.
Common industrial roadmaps under the 'New ERA' aim to link European partnerships under the 2021-2027 programme Horizon Europe to industrial ecosystems. This shall leverage private-sector investment and promote the transfer of knowledge, to support the recovery and green and digital transition (paragraph 76).
The focus of the new ERA is, among others, on knowledge creation, circulation and use. Enhanced cooperation among actors of the ecosystems is encouraged including public and private cooperation. To reinforce such links, it is also important to support value creation, including higher education and research institutions spin offs, and other arrangements for enhanced cooperation between research institutions and business, including sharing knowledge workers (paragraph 80).
Through the European Innovation Council (EIC), the Commission is putting in place a one-stop-shop for breakthrough innovation, which will bridge the gap between innovation and market deployment and support scaling up of start-ups and SMEs. Measures to support and connect actors of EU Innovation ecosystems in complementarity with the EIC and the European Institute for Innovation and Technology (EIT) will also ensure that Innovation Ecosystems in Europe are better connected and more efficient. The first Horizon Europe Work Programmes for the EIC and Innovation Ecosystems foresee a number of instruments and initiatives to implement these policy goals (paragraphs 76 and 79).
Furthermore, the Commission proposed as part of its common corporate tax base (CCTB) proposal a tax incentive for R&D investment. This remains an important issue, in particular following the COVID-19 crisis, and the Commission is exploring as part of its broader business taxation agenda how best the tax system can support investment, including in R&D (paragraph 81).
In the context of the COVID-19 crisis, the Commission and the Member States have agreed to move forward in creating a Pandemic Preparedness Partnership to be supported through Horizon Europe. Additionally, following the communication of the European Health Union package in November 2020, the Commission is now actively working on the planning for the Health Emergency Preparedness and Response Authority (HERA). The HERA will enable more efficient and effective EU-level response to cross-border health threats. A legal proposal is planned for the fourth quarter of 2021 (paragraph 77).
Regional dimension
The 2021-2027 proposals for the structural funds put forward by the Commission a frame to allow an extensive financing for the European regions’ economies to achieve the main European objectives. These objectives include the financing of a smarter Europe, through innovation, digitisation, economic transformation and support to small and medium-sized businesses and a Greener, carbon free Europe, implementing the Paris Agreement and investing in energy transition, renewables and the fight against climate change. The objectives set for the 2021-2027 cohesion policy also include financing for a more connected Europe, with strategic transport and digital networks that will help the competitiveness and growth of our industry in the different regions. In the new programming period, co-legislators agreed that the European Regional Development Fund (ERDF) would pay special attention to the sustainability and creation of jobs in its investments, aiming to enhance SMEs competitiveness (paragraphs 5 and 71). But not only this fund will serve the interest of the European industry at regional level also the Just Transition Fund, the European Social Fund will serve the European Regions face the challenges ahead improving the competiveness of the economic area. For businesses and entrepreneurs benefiting from EU support, the new framework offers less red tape, with simpler ways to claim payments using simplified cost options.
In the context of the COVID-19 crisis, cohesion policy has been at the forefront of the European response to the emergency, mobilising with unprecedented speed and flexibility all available funds to fight the pandemic and its economic impact. By putting forward the two Coronavirus Response Investment Initiative (CRII) packages and REACT-EU legislative packages, the European Commission allowed Member States to finance the most urgent needs with maximum flexibility. 
Furthermore, the Commission encourages place-based innovation and experimentation and stimulates interregional cooperation, making the most of the industrial green and digital transformation. This allows regions to develop and test new solutions with SMEs and consumers, drawing on their local characteristics, strengths and specialisms. Interregional cooperation is instrumental for supporting the development of cross regional value chains and industrial ecosystems, and reach the necessary scale for innovation investments for the green and digital transitions (paragraphs 71 and 74).
In 2014-2020, the Commission has provided support from direct management programmes like Horizon2020-Innosup1 and COSME cluster partnerships for smart specialisation, internationalisation and cluster management capacity. In 2021-2027, these efforts will be further continued in the form of Joint Cluster Initiatives as one of the measures envisaged in the Single Market Programme. The cooperation between clusters in different regions helps identifying weaknesses in the supply chains and find alternative suppliers in case of disruptions. Through its Policy Objective 1, the European Regional Development Fund 2021-2027 will also invest in more competitive and smarter Europe by promoting innovative and smart transformation. The industrial transition challenges are also addressed by the smart specialisation strategies, prepared by the regions in a place-based and bottom up approach. The Commission will also support regions build on the success of the Smart Specialisation Platform for Industrial Modernisation for the future and connect this work to the new EU Industrial priorities (paragraphs 4 and 74).
Additionally, the Commission has conducted preparatory work on how to manage industrial transition in the framework of the Industrial transition pilot led for the Commission by the Organisation for Economic Co-operation (OECD) with an industrial transition toolbox to help policy-makers activate the regional innovation potential and better design the next generation of smart specialisation and regional innovation strategies (paragraph 74).
The recently established Digital Transition Forum will also facilitate the discussion on regional tailor-made approaches. The Forum is an informal platform bringing together national Ministries responsible for the digital transition in their Member State, national and regional Managing Authorities for the EU structural funds and relevant Commission services, with the aim of making the best use of Cohesion Policy funds and of funds for digital transition from centrally managed programmes, by strengthening cooperation and exchange of information, knowledge and good practices among all the authorities dealing with the integration of the digital dimension both at national and regional levels (paragraph 74).
Skills
The Commission agrees on the importance of education and life-long learning for the competitiveness of industry and the creation of quality jobs. As the twin green and digital transition gathers speed, millions of Europeans will have to upskill or reskill and new jobs will be created (paragraphs 3, 4, 6 and 7). Therefore, as announced in the New Industrial Strategy, the Commission presented a new European Skills Agenda for sustainable competitiveness, social fairness and resilience (COM(2020) 274 final) in July 2020. The Skills Agenda calls for more actions to support people to acquire these skills, and to reinforce Upskilling Pathways for adults, in particular for those with lower levels of skills and qualifications. It sets ambitious, quantitative objectives for upskilling and reskilling to be achieved within the next 5 years. Its 12 actions focus on skills for jobs by partnering up with Member States, companies and social partners, to work together to ensure that the right to training and lifelong learning becomes a reality all across Europe. The Commission has also scheduled two new initiatives in this area on its Work Programme 2021, the individual learning accounts and one on micro-credentials. The main aim of these initiatives se initiatives are to create the necessary incentives and instruments to allow workers update their knowledge and competences through flexible alternatives to full qualifications, to fill the gap between their formal education and fast-changing knowledge-development and labour market needs fitting the needs of the industry.
The Commission launched in November 2020 the Pact for Skills, a central element of the European Skills Agenda. The new Pact for Skills will mobilise resources and incentivise public and private stakeholders to take concrete action to upskill and reskill the workforce, by pooling efforts and setting up local, regional or sectoral partnerships supporting the green and digital transitions as well as local and regional growth strategies. The Commission also announced in November, the first European skills partnerships in key industrial ecosystems – automotive, microelectronics, and aerospace and defence industries. From 2021, the 

Commission will support the signatories of the Pact through dedicated services, including by signposting to coherent and clear information on relevant EU funding opportunities.
In addition to the funding available under REACT-EU, the European Social Fund Plus, Erasmus +, the Just Transition Fund and other relevant programmes of the new multiannual financial framework (2021-2027), up- and reskilling is one of the flagship investment priorities of the Recovery and Resilience Facility. In particular, the European Social Fund Plus (ESF+) will be the main EU instrument for investing in people in 2021-2027 with a budget of almost EUR 88 billion. The Fund continues to prepare the European workforce to undergo industrial transformation processes by not only investing one-third of its budget in education and training but also placing a special focus on digital and green jobs and skills, and helping workers and enterprises adapt to change. The ESF+ resources are programmed according to the investment needs and country-specific recommendations identified in the context of the European Semester (paragraphs 5 and 6).
The updated Skills Agenda 2020 also presents a new “Skills Insight” Mechanism that will strengthen skills intelligence by using big data analysis of job vacancies, ‘real-time’ information on skills demand at regional and sectoral level, which can be developed and published online. This skills intelligence can be widely disseminated through the Pact for Skills. The Commission will encourage the network of public employment services to prioritise the early identification of skills shortages and trends linked to growing job opportunities (paragraphs 3 and 7).
The EU platform for people to manage their learning and careers "Europass" will present skills intelligence information tailored to individuals’ needs. This will assist individuals in their study, training and work choices, and help counsellors and mentors, inter alia in Public Employment Services (paragraphs 3 and 7).
Furthermore, the new Council Recommendation on vocational education and training for sustainable competitiveness, social fairness and resilience puts forward a number of actions to modernise vocational education and training (VET) in the EU by adapting it to a more digital and greener economy, and to ensure that vocational education and training is agile by enabling it to respond swiftly to labour market needs and provide quality opportunities for young and adults alike. It calls on Member States to link VET to economic strategies and innovation systems, and to build on skills intelligence i.e. graduate tracking systems, skills anticipation mechanisms, including at sectoral and regional levels. Translating these principles into actions, the Osnabrück Declaration of VET ministers defines the roadmap to be completed both at the European and national level in the period 2021-2025. One of its objectives is to enhance knowledge sharing and networking on digital solutions in VET including the application of artificial intelligence and to further improve strategic skills anticipation at EU level (paragraphs 3 and 7).
The European Education Area will also support these efforts help strengthening the coordination of education policies across Europe. The Commission published in September 2020 a new Communication setting out the means and milestones to achieve the European Education Area by 2025 (COM(2020) 625 final). It suggests new initiatives, more investment and mutual learning facilitated by an enabling framework for cooperation with Member States and engagement with experts and stakeholders (paragraph 7).
Additionally, the Commission also presented in September 2020 the Digital Education Action Plan (2021-2027) (COM(2020) 624 final), proposing a set of initiatives for high‑quality, inclusive and accessible digital education in Europe. The plan aims to strengthen the cooperation and exchange between Member States in digital education at EU level and to support Member States, education and training institutions and citizens in their efforts to adapt to the digital transition and help ensure a fair and inclusive recovery for all (paragraphs 3, 4, 6 and 7).
Gender equality is also one of the priorities of the Commission. The Commission presented in March 2020 the new EU Gender Equality Strategy 2020-2025 (COM(2020) 152 final), setting out key actions for the next 5 years and committing to ensuring that the Commission will also include an equality perspective in all EU policy areas. Closing gender gaps in the labour market, achieving equal participation across different sectors of the economy, addressing the gender pay and pension gaps and achieving gender balance in decision-making and in politics are among the key objectives of the Strategy. Gender mainstreaming is another main priority, also pursued through gender budgeting (paragraph 8).
Furthermore, the Commission has announced in its Work Programme for 2021 a legislative initiative on sustainable corporate governance for the second quarter of 2021 “to foster long-term sustainable and responsible corporate behaviour”. The initiative is currently being prepared in line with the Commission’s Better Regulation guidelines. In particular, an impact assessment will be prepared to inform the Commission's decision. The impacts of a possible obligation for companies to identify and mitigate their adverse impacts in their own operations and supply chains (due diligence) are being assessed as well as those of other possible measures, including a duty for corporate directors to take into account all stakeholders’ (shareholders but also employees, environment, other stakeholders affected by the business, etc.) interests when fulfilling their duty of care to act in the interest of the company (paragraph 9).
Green Transition
The Commission adopted its 2021 work programme (COM(2020) 690 final) in October 2020, designed to make Europe healthier, fairer and more prosperous, while accelerating its long-term transformation into a greener economy, fit for the digital age. Its first headline ambition is the European Green Deal (COM/2019/640 final).
The European Green Deal is Europe’s new growth strategy. It guides the transformation of European industry and is an integral part of the industrial strategy (paragraphs 1, 11, 49 and 51). At the heart of the Green Deal is the goal of becoming the world’s first climate-neutral continent by 2050. Additionally, the Commission proposed in September 2020 to raise the 2030 greenhouse gas emission reduction target, including emissions and removals, to at least 55% compared to 1990 (COM/2020/562 final). The Commission is now reviewing all relevant policies, including increasing the environmental contribution of the EU Emissions Trading System (ETS) in a manner commensurate with the overall target (paragraph 67).
The European Green Deal provides an action plan to boost the efficient use of resources by moving to a clean, circular economy, and restore biodiversity and cut pollution. The plan also outlines investments needed and financing tools available, and explains how to ensure a just and inclusive transition. It also sets the objective of creating new markets for climate neutral and circular products.
The Commission adopted in March 2020 a new Circular Economy Action Plan (COM(2020) 98 final), one of the main building blocks of the European Green Deal. The new action plan includes initiatives for the entire life cycle of products, from design and manufacturing to consumption, repair, reuse, recycling, and bringing resources back into the economy, and is being implemented in full cooperation with businesses, consumers and public authorities (paragraph 58).

The Commission is also working together with all other relevant players towards creating lead markets in clean technologies. As part of the European Green Deal, the Commission has launched several initiatives to improve energy efficiency, promote innovative climate-relevant technologies, support energy infrastructures and enhance sustainable finance (paragraphs 54, 55 and 56). 
The development of renewable energy technologies, renewable and low-carbon hydrogen and carbon capture utilization and storage are supported through Research & Innovation actions under Horizon Europe along the entire innovation cycle, from breakthrough research to demonstration and market uptake. R&I on green fuels, including synthetic and sustainable advanced biofuels aim to provide long-term carbon-neutral solutions for the transport and energy-intensive industrial sectors or applications where direct electrification is not a technically and cost efficient option (paragraph 54).
The Commission plans to launch the Clean Hydrogen Partnership in 2021 as successor to the Fuel Cells and Hydrogen Joint Undertaking. The Commission will provide nearly EUR 1 billion in support for research and innovation grants through the partnership. This includes large scale electrolysers (many hundreds of Megawatts) connected to clean electricity production and supplying renewable hydrogen for example to industrial areas or green airports and ports that are able to test technology in a real life environment. The proposed Clean Energy Transition Co-fund Partnership under Horizon Europe will include the development of energy production and conversion technologies, storage and its integration in the energy system, resource and energy efficiency and circular flows in the energy sector, sector integration and coupling and digital transformation.
For the support of new climate-relevant technologies, the Innovation Fund established by the EU ETS Directive will support innovative low-carbon energy technologies with more than  EUR 10 billion in the coming years for large-scale demonstrator projects in the area of decarbonisation of energy-intensive industries, renewables, energy storage, and carbon capture, use and storage. As part of the Sustainable Europe Investment Plan, the Commission is preparing the roll-out of the InvestEU Programme to support investments in key EU policy areas and to crowd-in private finance. Financing sustainable investments is one of the priorities under the InvestEU Programme, under the dedicated “Sustainable Infrastructure” Window. The European Investment Bank (EIB) Group is the main partner of the EU to provide finance under the InvestEU Programme. In addition, the Commission and the EIB Group cooperate closely to reach the EU’s 2030 and 2050 climate objectives. This includes a strong focus of the EIB Group on financing environmentally sustainable investments. The EIB Group will support investments of EUR 1 trillion in the critical decade from 2021 to 2030 and will align all its financing activities with the goals of the Paris Agreement, in line with its Climate Bank Roadmap 2021-2025 (paragraph 55).
Furthermore, large-scale Hydrogen production and its use in industry and mobility is supported through the European Clean Hydrogen Alliance and preparations for an Important Project of Common European Interest.
In addition, acknowledging the importance of renewable energy technologies as key strategic assets for the EU economy, the Clean Energy Industrial Forum was set up by the Commission in order to strengthen the industrial basis and maximise the potential of the EU’s value chain for all renewable energy technologies, including issues of critical raw materials usage, system integration and end-of-life (paragraph 56).
The Commission also aims to strengthen EU energy efficiency efforts by revising the Energy Efficiency Directive, amongst others to bring it in line with the 2030 decarbonisation target of 55%, and by publishing guidelines for the application of the Energy Efficiency First principle, including in industry (paragraph 55). This will provide a further opportunity to strengthen energy efficiency in industry, including for heating and cooling (paragraph 63).
The Commission is also addressing the sustainability of construction products in order to improve the energy efficiency and environmental performance of built assets. A more sustainable built environment will be essential for Europe’s transition towards climate-neutrality (paragraph 62). In October 2020 the Commission adopted "A Renovation Wave for Europe – Greening our buildings, creating jobs, improving lives" (COM(2020)662), underlining the need to significantly increase energy efficiency in buildings and proposes concrete measures to support energy efficiency investments. The Commission is in close contact with Member States on the delayed submissions of the national Long-Term Renovation Strategies and is deploying all the means at its disposal to ensure that they meet their notification obligations under Article 2a of the Energy Performance of Buildings Directive. The Long-Term Renovation Strategies are of paramount importance in the context of the additional financing via the Recovery and Resilience Facility.
The decarbonisation of heating and cooling will be a key intervention area of this integrated strategy. The Commission will consider a revision of the EU emissions trading system (ETS), Renewable Energy, Energy Efficiency and Energy Performance of Buildings Directives in 2021, and of the Construction Products Regulation, as well as the application and further development of eco-design and labelling measures of heating and cooling appliances (paragraph 63). The Commission will also support district approaches (e.g. zero-energy or positive energy districts) to decarbonise heating and cooling at lower costs, increased system efficiencies at an industrial scale by fuel switch, increased flexibility and thermal storage, and creating space for nature. Moreover, the Commission will develop a 2050 whole life-cycle performance roadmap to reduce carbon emissions from buildings, advance national benchmarking with Member States, review material recovery targets and support the internal market for secondary raw materials, as well as develop green public procurement criteria related to life cycle and climate resilience for certain public buildings and launch the Affordable Housing Initiative piloting 100 renovation districts.
As regards Energy Projects of Common interest (PCIs) under the Trans-European Network-Energy (TEN-E) Regulation, the Commission adopted a list of 151 projects (including 106 on electricity) in October 2019. Ten of these PCIs were selected for grants (for studies or works) contributing to their implementation under the Connecting Europe Facility (CEF), following a call for proposals launched on 13 March 2020. The new MFF 2021-2027 sets the CEF budget at EUR 33,7 billion. It will support better interconnections and the transition to a sustainable and smart economy. The selection process for adoption of a 5th list of PCIs in 2022 under the current TEN-E Regulation has already been initiated. Furthermore, the Commission adopted in December 2020 a proposal to revise the TEN-E Regulation to better support the modernisation of Europe's cross-border energy infrastructure and achieve the objectives of the European Green Deal. In particular, the proposal sets a frame for rapidly developing off- and onshore electricity network, in line with the objectives of the recent EU strategy to harness the potential of offshore renewable energy for a climate neutral future (COM(2020) 741 final) (paragraph 57).
The Commission also pays special attention to sustainable and smart mobility industries. These have both the responsibility and the potential to drive the twin transitions, support Europe’s industrial competitiveness and improve connectivity. As announced in the March 2020 industrial strategy, the Commission presented in December 2020 its “Sustainable and Smart Mobility Strategy” (COM(2020) 789 final) together with an Action Plan of 82 initiatives that will guide its work for the next four years. This strategy lays the foundation for how the EU transport system can achieve its green and digital transformation and become more resilient to future crises. Boosting investments in the rail sector, in sustainable urban mobility and alternative fuel infrastructure is a clear objective of the Green Deal and of the Sustainable and Smart Mobility Strategy. It will be supported at EU level through major instruments such as the regional funds (Cohesion Fund, ERDF, Just Transition Fund), InvestEU, the Recovery and Resilience Facility and the Connecting Europe Facility. Investments may be needed in both infrastructure and rolling stock (as well as signalling and digitalisation) on all rail segments including high-speed and inter-city lines (paragraph 64).The Commission agrees with the Parliament that the planned actions of the European Battery Alliance should be implemented as a priority (paragraph 64). 2020 has seen substantial progress. A number of concrete projects have been launched all along the value chain boosted by the launch of the first battery Important Project of Common European Interest (IPCEI) in December 2019 involving 17 companies from 7 Member States supported by EUR 8.2 billion, state aid and private investment combined. In January 2021, the Commission approved a second, even larger, IPCEI involving 42 direct participants with activities in 12 Member States. The decision authorised EUR 2.9 billion in state aid with a further EUR 9 billion expected in private sector investments. Moreover, the Commission recently adopted a new comprehensive legislative framework to ensure that there are robust sustainability, safety and performance requirements for all batteries placed on the EU market. We look to the European Parliament to give this proposal a high priority for consideration so that it can come into force as quickly as possible. Furthermore, the Commission is determined to target more effectively, the EU’s funding of research and innovation and, in particular under the new EU programme Horizon Europe, there will be a Battery Partnership to allocate EU funding to research activities all along the value chain. All of these measures, and more, will help ensure that Europe becomes a centre for battery innovation, manufacturing and sustainability. 
Chemicals also play a fundamental role for the green and digital transition of European economy and society, as well as for human well-being. As announced in the March 2020 industrial strategy, the Commission published in October 2020 its Chemicals strategy for sustainability (COM(2020) 667 final), setting out an ambitious agenda for a transition to chemicals that are safe and sustainable by design, i.e. from production to end of life. The Strategy has for objective that the most harmful chemicals are avoided for non-essential societal use, and that all industrial chemicals are used more safely and sustainably (paragraph 93). Making chemicals safer and more sustainable is also an economic opportunity. The Strategy aims to capture this opportunity and enable the green transition of the chemicals sector and its value chains.
The European Environment Agency (EEA) supports the Commission in this area as part of its activities on ‘Environment and Health’ and collaborates closely with the European Chemicals Agency (ECHA). It provides sound, independent information on the environment, through the provision of timely, targeted, relevant and reliable information to policymaking agents and the public. While the Single Programming Document 2021-2023 adopted by the EEA Management Board in December does not include any report on chemicals in the environment in Europe, the EEA will support this request to the possible extent, in its aim to support sustainable development by helping to achieve significant and measurable improvement in Europe's environment (paragraph 94).
The Commission agrees on the importance of the 'One Health' approach, designing and implementing programmes, policies, legislation and research in multiple sectors to achieve better public health outcomes. The European Green Deal, in particular the  Biodiversity Strategy and the Farm to Fork Strategy, so as the Commission’s upcoming Zero Pollution Action Plan, are aimed at promoting the One Health approach, preserving and restoring natural and healthy ecosystems, as well as reducing pollution (paragraph 69).
In order to meet the EU’s climate and energy targets for 2030 it is also fundamental to direct investments towards sustainable projects and activities. The current COVID-19 pandemic has reinforced the need to redirect capital flows towards sustainable projects in order to make our economies, businesses and societies, in particular health systems, more resilient against climate and environmental shocks and risks with clear co-benefits for health. The EU taxonomy is an important enabler to scale up sustainable investment and to implement the European Green Deal. Notably, by providing appropriate definitions to companies, investors and policymakers on which economic activities can be considered environmentally sustainable, it is expected to create security for investors, protect private investors from greenwashing, help companies to plan the transition, mitigate market fragmentation and eventually help shift investments where they are most needed. The Taxonomy Regulation (Regulation (EU) 2020/852) establishes six environmental objectives (climate change mitigation and adaptation, sustainable use and protection of water and marine resources, transition to a circular economy, pollution prevention and control and the protection and restoration of biodiversity and ecosystems) and tasks the Commission with establishing the actual list of environmentally sustainable activities by defining technical screening criteria for each environmental objective. The Commission is finalising the delegated act on climate change taxonomy and preparing the ground, with the support of the Platform on Sustainable Finance, for the delegated act on the other four environmental objectives due next year (paragraph 30).
The Commission has been promoting and will continue to promote the use of sustainability criteria in public procurement, in line with the ambitions of the Green Deal (paragraph 96). The Commission has issued Guidance to Member States Recovery and Resilience Plans where it stresses that green public procurement criteria should be used in all relevant public purchases. In particular, under the Recovery and Resilience Facility national plans should devote at least 37% of expenditure on investments and reforms that support climate objectives. The Commission is working on introducing measures related to green and circular public procurement in several sector-specific initiatives. These include, for example, the green public procurement obligations in the recent proposal for the new Batteries Regulation, and the development of mandatory green public procurement criteria in the context of the Farm to Fork strategy.
Digital Transition
The digital sector will also contribute to the European Green Deal goals, both as a source of clean technology solutions and by reducing its own carbon footprint. With its “Strategy on Shaping Europe’s Digital Future” (Digital strategy) (COM(2020) 67 final) in February 2020, the Commission set out its vision for how Europe can be a global digital leader.
As announced in the European data strategy the Commission aims at the creation of a single market for data where data can be shared and reused in full respect of European rules and values (paragraphs 34 and 35). The first deliverable under the Data Strategy is the recently adopted proposal for a regulation on data governance (Data Governance Act). The instrument aims to foster the availability of data for re-use by increasing trust in data intermediaries and by strengthening data-sharing mechanisms across the EU. This proposal will be followed by the Data Act which will aim to foster business-to-government data sharing for the public 


interest and support business-to-business data sharing, in particular addressing issues related to usage rights for co-generated data (such as Internet of Things (IoT) data in industrial settings).
Following the 2020 White Paper on Artificial Intelligence, setting out a balanced approach for an ecosystem of trust and an ecosystem of excellence, the Commission launched a public consultation with a view to a horizontal, risk-based regulatory framework on Artificial Intelligence, relating to aspects of fundamental rights and safety (paragraph 36).
Concerning the contribution of digital technologies to the Green Deal objectives, the Commission announced in the new Circular Economy Action Plan and in the Digital Strategy, the Circular Electronics Initiative (CEI) aiming to extend the lifetime of electronic and ICT devices and work towards a “Right to Repair” (including a right to update obsolete software), thereby avoiding premature obsolescence and reducing “e-waste”. The Digital Strategy also introduced initiatives to achieve climate-neutral, highly energy efficient and sustainable data centres by no later than 2030, as well as transparency measures for telecoms operators on their environmental footprint. On the former, the Commission is exploring measures to meet the 2030 goal such as developing a monitoring framework to assess energy efficiency of data centres and provide incentives through the different funding mechanisms available. On the latter, the Commission aims to assess appropriate indicators, standards and methodologies for monitoring and reporting of such footprint. In addition, the Commission is supporting the European Processor Initiative, which aims at endowing the EU with low-power processors for high-performance computing, data centres and several projects on the next generation of AI hardware, delivering this way significant improvement in energy efficiency of computing systems (paragraph 33).
The Commission will propose the most effective use of the Connecting Europe Facility (CEF) digital budget decided by the co-legislators to support digital connectivity infrastructure projects of common interest. These will include 5G infrastructures along major transport paths, the deployment of new or upgrade of gigabit and terabit, secure and resilient, digital communication networks of pan-European strategic importance, as well as support for widespread coverage with gigabit and 5G connectivity, enabling the development of and access to innovative digital services and strengthening European competitiveness in the sector (paragraph 57).
The Commission is joining forces with the Member States and the private sector to invest in strategic digital capacities, infrastructures and services in key technological areas that will underpin Europe’s digital leadership in the Digital Decade (paragraph 32). Synergistic effects between main funding programmes, notably the R&I-focused Horizon Europe, Digital Europe, Connecting Europe Facility and the Recovery and Resilience Facility, will enable the EU to meet this ambition. In particular, under the Recovery and Resilience Facility national plans should devote at least 20% of expenditure on investments and reforms that support the digital transition.
Social dimension and just transition
Thanks to Europe’s social market economy, economic growth goes hand-in-hand with improved social and living standards and good working conditions. The European Pillar of Social Rights will continue to be the Commission’s compass and help ensure the twin green and digital transitions are socially fair and address the social consequences of structural change (paragraphs 2 and 4). Cohesion policy will greatly contribute to a fair and socially just transition.

The Commission agrees that social economy enterprises should be involved in the elaboration of a new Industrial policy. Proximity and Social Economy has been identified as one of the 14 industrial ecosystems for the recovery. There is a strong need to cushion the socio-economic effects of the decline of industrial activity by targeted investments that allow local added-value creation. The Commission is currently preparing an Action Plan for the Social Economy that will be released in 2021 where dedicated financial schemes will be available for social enterprises and organisations (paragraph 28).
The Commission agrees that as the transition picks up speed, it has to be ensured that no one is left behind. To this end, the Commission has proposed to set up a Just Transition Mechanism (JTM) as part of the European Green Deal to support those regions most affected by a transition towards a climate-neutral economy. The Mechanism will provide targeted support over the period 2021-2027 to alleviate the socio-economic impact of the transition in the most affected regions (paragraphs 3, 4 and 74). It will contribute to the objectives of the European Green Deal by mobilising significant levels of public and private investment under its three pillars: a Just Transition Fund, a dedicated just transition scheme under InvestEU and a public sector loan facility with the European Investment Bank backed by the EU budget.
The Just Transition Fund in particular will support investments tackling the negative socioeconomic consequences of the transition to carbon neutrality and beyond economic diversification. The Fund will primarily provide grants to regions. It will, for example, support workers to develop skills and competences for the job market of the future and help SMEs, start-ups and incubators to create new economic opportunities in these regions. It will also support investments in the clean energy transition, for example in energy efficiency. It will also help maintaining social cohesion in just transition territories (paragraphs 3 and 74).
In the context of the COVID-19 crisis, the need to ensure a just transition has become even more important and challenging. This is why on top of the EUR 7.5 billion originally allocated to the Just Transition Fund, another EUR 10 billion coming from the European Recovery Instrument will be added, for a Just Transition Fund totalling EUR 17.5 billion and providing an additional support to vulnerable territories (paragraph 73).
Stakeholder involvement in the just transition is a priority for the Commission. The Just Transition Platform will offer a specific strand of support to identify, support and bring together all relevant stakeholders to ensure that the just transition is inclusive and that stakeholders take ownership of the just transition policies developed and implemented locally. Their involvement is key to ensure that the needs specific to each territories are reflected in the territorial just transition plans (paragraph 73).
The three JTM financing pillars will be tied together by territorial just transition plans, identifying the most impacted territories that should be supported. The territorial Just Transition Plans, prepared by Member States and approved by the Commission, will need to be aligned with the European Pillar of Social Rights. Member States will need to justify how planned investments contribute to revitalising affected territories while addressing the social consequences of the transition (paragraph 4).
The dedicated just transition scheme under InvestEU will mobilise up to 45 billion euros of investments, with a provisioning of around EUR 1.8 billion from the EU budget for the InvestEU programme. It will attract private investments that benefit just transition regions and help their economies find new sources of growth.  For example, this could include projects for decarbonisation, economic diversification of the regions, energy, transport and social infrastructure.
The public sector loan facility with the EIB, under the Just Transition Mechanism, is expected to mobilise between EUR 25 and 30 billion of investments. The loan facility will rely on a contribution of EUR 1.5 billion from the EU budget and an EIB lending of EUR10 billion at its own risk. It will be used for concessional loans to the public sector, for example for investments in energy and transport infrastructure, district heating networks, and renovation or insulation of buildings. It can also be invested in skills (Proposal for a Regulation on the public sector loan facility under the Just Transition Mechanism, COM(2020) 453 final) (paragraph 4).
Additionally, to reduce social and territorial inequalities, the EU Cohesion policy supports Member States to invest in measures to provide equal opportunities and access to the labour market, education, training and life-long learning, as well as to promote social cohesion. As it operates under shared management, it is adjusted to the specific local conditions, needs and potentials supporting in this way the economic recovery and the twin transition to a green and digital economy (paragraphs 5 and 72).
Finally, the scope of Recovery and Resilience Facility is structured around six pillars with the social dimension featuring prominently under the pillar of social and territorial cohesion and the pillar of institutional resilience; policies for the next generation.
Recovery Context
The objectives of the new industrial strategy also guide the European Recovery Plan presented by the Commission in May 2020, which is historic both in its volume and in its political, institutional and budgetary architecture.  The European Recovery Plan will address the immediate economic and social damage brought by the coronavirus pandemic, kick-start a sustainable and prosperous recovery and protect and create jobs, and invest in the green and digital transitions and a more resilient European industry (paragraphs 1, 4, 10, 11, 29, 44, 45, 46, 47 and 48).
The Commission welcomes the political agreement reached between the European Parliament and the Council on 10 November 2020 on the Europe’s next long-term budget and NextGenerationEU, the temporary recovery instrument. The package of a total of EUR 1.8 trillion will help rebuild a post-COVID-19 Europe, which will be greener, more digital, more resilient and better fit for the current and forthcoming challenges (paragraph 15).
Both NextGenerationEU and the 2021-2027 Multi-Annual Financial Framework will help make European economies and societies more sustainable, resilient and better prepared for the green and digital transitions. NextGenerationEU will top up existing programs and finance new ones to support Member States with investments and reforms, kick-start the EU economy by incentivising private investments and addressing the lessons of the crisis. Acknowledging that the productive fabric in Member States, in particular SMEs, has been severely affected, there is a need to renew the sources of growth with investments in green and digital technologies to raise Europe's productivity. The crisis has also shown the need to have more resilient infrastructures to deal with unforeseen events, for instance in the health sector, in the production of key equipment or in the transport sector (paragraph 46).
The Recovery and Resilience Facility (RRF), the centrepiece of NextGenerationEU, will provide EUR 672.5 billion in financial support through loans and grants to help the EU to emerge stronger and more resilient from the current crisis. The RRF will support investment and reforms in policy areas of European relevance structured in six pillars, namely: green transition; digital transformation; smart, sustainable and inclusive growth, including economic cohesion, jobs, productivity, competitiveness, research, development and innovation, and a well-functioning single market with strong SMEs; social and territorial cohesion; health, and economic, social and institutional resilience, including with a view of increasing crisis reaction capacity and crisis preparedness; and policies for the next generation, children and youth, including education and skills. This will allow Member States to invest in environmental sustainability and better connectivity, and modernise the economy for the technologies of the future and should contribute to fight poverty and tackling unemployment. Under the RRF, Member States are asked to prepare Recovery and Resilience Plans (RRP) setting out their reform and investment agendas for the subsequent years, consistent with the country-specific challenges and priorities identified in the European Semester as well as with the objectives of the European Green Deal and the digital transition. Each RRP will have to include a minimum of 37% of allocated funds related to the green transition. Likewise, RRPs should allocate a minimum of 20% of their budget to the digital transition. The Commission and the Member States shall foster synergies and ensure effective coordination between the RRF and other Union programmes and instruments. Apart from financing the RRF, NGEU will also provide substantial funding for other instruments, including for example, ReactEU, the Just Transition Fund, Rural Development, RescEU, Horizon Europe, or InvestEU, the programme, which aims at mobilising private investments across the Union and boosting resilience of strategic sectors linked to the green and digital transitions.
Better Regulation
The Commission has a well-functioning better regulation system (paragraphs 99 and 100), including evaluations, impact assessments and public consultations. OECD ranks our system among the best in the world. The Commission stocktaking exercise from 2019 shows a wide support for our better regulation approach among stakeholders.
In line with our better regulation guidelines, the Commission carries out impact assessments when the expected economic, environmental or social impacts of EU action are likely to be significant. For each impact assessment, the most significant impacts are identified and assessed, including costs, benefits and impacts on employment and SMEs. Each impact assessment includes a section describing how will actual impacts be monitored and evaluated. Moreover, the Commission’s proposals include monitoring and review clauses (paragraph 98).
The Commission acknowledges that SMEs often experience burdens more strongly than other companies. The Commission applies the “think small first” and has given the EU SME envoy a special role to filter legislation to make sure it does not create disproportionate burdens to SMEs. In this light, the envoy will help shape the annual work programme of the Fit for Future platform. The One-in One-out approach aims to ensure that EU regulation is targeted, easy to comply with and does not add unnecessary regulatory costs. It provides incentives to look back at the existing stock of legislation and look for possible burden reductions whenever new legislation is proposed. The Commission does not focus on costs only, but looks at the quality of legislation more broadly. The ‘One-in, One-out’ approach will focus on alleviating burdens for businesses, particularly SMEs, and citizens. While some costs might be necessary to achieve particular policy objectives and benefits, others are not contributing directly to EU policy objectives, growth or investment. Moreover, in the EU multi-layered system, a substantial amount of the burdens is imposed by Member States at the national level and then at sub-national level. Under the One-in One-out approach, the Commission will first look at EU legislation that it proposes but it will also work closely with Member States to ensure that, when transposing EU legislation, they do not add burdens.
Good public administration (paragraph 101) is a key for social progress, equality, and trust in the EU. The Commission has identified that effective public administration, better coordination between levels of government, reduced administrative burden and advancement of digital government are among the key public administration challenges to effective short-term responses, notably to respond to the challenges posed by the COVID crisis. The 2021 Annual Sustainable Growth Strategy underlined how good governance and quality public administration can have an impact on reforms and investments under the Recovery and Resilience Facility and defined the modernisation of public administration and its digitalisation as a key to strengthen the social and economic resilience of the EU and its Member States. As further acknowledged by the 2020 Guidance to Member States for the Recovery and Resilience Plans, public administrations will be at the centre of the implementation of the Member States’ plans and they will make sure that reforms and investments proceed as planned.
Governance
As announced in the strategy, the Commission has set up an Industrial Forum (paragraphs 2, 53, 56 and, 85), a new, inclusive and open mechanism for co-designing solutions with stakeholders, supporting the Commission in its systematic analysis of the different ecosystems and in assessing the different risks and needs of industry as it embarks on the twin transitions and the strengthening of its resilience. It has 55 members, including all Member States, the European Investment Bank (EIB) the European Bank for Reconstruction and Development (EBRD), industrial associations, NGOs, trade unions, research and technology organisations, and associations of regions and clusters. The Commission will inform regularly on the progress of the Industrial Forum.
The COVID-19 pandemic has disrupted both the economic and social reality. Given the important social implications of the changes ahead, dialogue with social partners and civil society is essential (paragraph 2). The Commission’s annual Industry Days will continue to be an important event to bring all players together. Since the first edition in 2017, the EU Industry Days have become the Commission’s main platform for an open dialogue and discussion on industry. The 2021 edition will take place on 23-26 February. Additionally, the dialogue will be extended via local events taking place during January, February and March all over Europe and beyond.
Update
[bookmark: _GoBack]As announced by President von der Leyen in her State of the Union speech in September, the Commission will update the Industrial Strategy in the first half of 2021, taking into account the accelerated green and digital transformation and the changing global competitive landscape (paragraphs 1, 10, 11, 12, 48 and 50). In the context of this update, the Commission is also advancing work on identifying strategic dependencies in the most sensitive ecosystems (paragraphs 13 and 87).
