

[image: image1.png]THE EU UKRAINE BUSINESS COUNCIL
ceating solid partnerships




EU Ukraine Trade and Investment Monthly Monitor
October 2008
3Trade Policy


31.
EU to restore cereals import duties


32.
EFTA and Ukraine hold consultations on FTA


33.
EU and Ukraine start fourth round of talks on FTA


44.
Poland adapts Euro entry plan


45.
EU and Ukraine start talks on visa-free regime


56.
EU Trade Commissioner warns against protectionism


67.
Ukraine and Turkey to start talks on Free Trade Agreement


6European Union


68.
EU to resume talks with Russia in November


69.
European Parliament voted for resolution on Holodomor


710.
Ukraine disappointed with EU attitude


811.
EU leaders look to Merkel to stand up to Sarkozy


912.
MEPs adopt first reading position on 2009 budget


11Economy


1113.
Ukraine’s GDP grew 6.9% in January-September


1114.
Euro area annual inflation down to 3.6%


1115.
Eurozone data confirms second quarter slump


1216.
Eurozone inflation eases to 3.6% in September


1217.
October: BCI for the Euro area decreases further


1218.
European Commission report on the EU competitiveness


1319.
European Commission to draft economic stimulus plans


14Energy and Environment


1420.
EU urged to agree on climate before U.N. talks open


1421.
Piebalgs: Russia will remain a dependable energy resources supplier


1522.
European Commission fines “paraffin mafia”


1523.
Europe must act to adapt to climate change


1724.
Gazprom’s gas price for the EU hits 500-dollar milestone


1725.
Lithuania warns EU over carbon caps, nuclear plant shutdown


1826.
Piebalgs urges investments in Russian oil


1827.
Eastern Europe, Italy challenge EU climate change goals


1928.
Europe launches 1 b Euro project in new energy technologies


2029.
Piebalgs underlines the need to reinforce rules on nuclear safety


2130.
Ukraine cuts Hungarian electricity export quota


2131.
EU opposes gas cartel planned by Russia, Iran and Qatar


2232.
Commissioner Piebalgs plans a diplomatic Nabucco tour


22Industry


2233.
EU proposes salvage plan for Poland’s shipyards


2334.
Reach: additional substances exempted from registration


2335.
Eurozoe industrial output bounces back in August


24Financial Services


2436.
NBU: foreign share of Ukraine’s banks reached 39.8%


24Agriculture


2437.
Ukraine harvested over 47 mln tonnes of grain


2438.
Deadly bird flu virus found in Germany


25Transport


2539.
The EU Transport Council results


2540.
The EU airlines must display real ticket price


2641.
A new terminal contruction started at Kyiv’s Boryspil airport







Trade Policy

1. EU to restore cereals import duties 
The European Union will restore import duties on cereals in the wake of a price slump that has removed the need to boost supplies, the European Commission said on 16 October. The 27-nation bloc scrapped duties on cereals in January in order to ease tight supplies, which had driven prices up to record highs. However, wheat prices have been on a steady decline since then, down by about 50 percent since September 2007. "Customs duties on cereals imports will be reintroduced as a reaction to the price decrease on the cereals market," the commission said in a statement.

For years, Europe had produced more cereals than it needs, leaving the EU to buy up the excess and discourage more planting in order to stop prices collapsing and farmers going out of business.

But Europe became a net importer of cereals last year amid a global commodities boom, driven by surging demand in fast-growing developing countries including China. The European Commission said that the duties, which still have to be formally adopted, would cover durum wheat, high quality common wheat, rye, sorghum and maize.
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2. EFTA and Ukraine hold consultations on FTA
Ukraine and the European Free Trade Association (EFTA) hold consultations, preceding the start of the official negotiations on a free trade area (FTA) . The three out of the four EFTA countries (except for Switzerland) – Iceland, Liechtenstein and Norway – make up the common market with the EU. The Ukrainian delegation led by Deputy Minister of Economy Valeryi Pyatnytskiy, in the course of the previous week in Geneva, was discussing organizational and technical aspects of the future talks on free trade with the EFTA. The decision as to the official start of the negotiations is to be approved by Ministers of the EFTA countries at a meeting to be held on November 24 to 25. 

In the previous year, our turnover of commodities with the EFTA came close to one billion US dollars (USD 924 mln). The balance of the bilateral trade of Ukraine with each of the four EFTA countries is negative.
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3. EU and Ukraine start fourth round of talks on FTA

IV round of negotiations on free trade area between the EU and Ukraine took place in Brussels on October 20-24, 2008. The EU Delegation was lead by Mrs. Eva Synowiec, EC DG Trade Director while Ukraine’s delegation was headed by Mr. Valeri Pyatnytskiy, Deputy Minister for Economy of Ukraine. The parties focused on several parts of the future agreement between Ukraine and the EU to regulate tariff offer, intellectual property rights, sustainable development, public procurement, services, customs and trade facilitation. 
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4. Poland adapts Euro entry plan
The Polish government has adopted a detailed timetable designed to replace the Polish zloty with the euro on 1 January 2012, but question marks remain over a potential referendum on the move.

The four-stage plan will kick off in November when Warsaw appoints a top official to co-ordinate technical and legal preparations. The first stage will culminate in a change to the Polish constitution and formal agreement on Polish entry with the European Commission and EU states in early 2009.

The second phase is to start in June 2009, when Poland pegs zloty fluctuation to the euro in the so-called ERM2 mechanism. The rest of 2009 and 2010 will be spent deciding the design of Polish euro coins and creating a code of ethics to stop businesses hiking prices after the change-over. Eurozone finance ministers will by mid-2011 decide on the final zloty-euro exchange rate.

The third step - in the second half of 2011 - will focus on practical preparations: minting coins, delivering banknotes to shops and banks, tweaking cash point machines and IT systems. The year will end with a media campaign and dual display of both zloty and euro prices in Polish shops.

Final adoption, at the start of 2012, will see both currencies in circulation for an as yet undecided spell before the zloty ceases to become legal tender. It remains unclear when or if a referendum on euro-adoption will be slotted into the timetable and whether it will ask "if" Poland should enter the euro or "when." A negative answer to an "if" referendum would put Poland at odds with its legal commitment to enter the single currency under its 2004 accession treaty. Polish President Lech Kaczynski on Tuesday (28 October) night said the currency switch could cause inflation and damage small businesses. But the president took a softer line than his twin brother and leader of the eurosceptic opposition Law and Justice party, Jaroslaw Kaczynski, who opposes the 2012 date and has called for a referendum on the switch. "For me it's a matter for discussion. We will reflect deeply on the issue," Mr. Lech Kaczynski said, Polish daily Gazeta Wyborcza reports, with obstruction by the president or Law and Justice to potentially delay the four steps in the outline.

Poland would become the 17th member of the Eurozone in 2012 as things stand, although the three Baltic states - Latvia, Lithuania and Estonia - are already in ERM2 and are likely to make it first. Slovenia, Malta and Cyprus were the first new EU states to join, with Slovakia to enter in 2009.
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5. EU and Ukraine start talks on visa-free regime 

Top-level talks have begun on the possibility of ending visa requirements for Ukrainians, with no indication of a possible end date and with the European Commission acknowledging that it may soon have to take steps to force EU states to honour existing commitments.  The talks, which began on 29 October with a meeting between Ukrainian Foreign Minister Volodymyr Ohryzko and Jacques Barrot, the European justice commissioner, and continued the day after between senior officials from the Ukrainian government and the European Commission, addressed issues such as the authentification of documents, border management, illegal migration, organised crime and corruption. Ohryzko told to the press that one of his specific hopes at this initial stage is to secure EU support for co-operation on border management. That would develop on an existing EU programme, the EU Border Assistance Mission to Moldova and Ukraine (EUBAM), which seeks to harmonise the two countries' border-management standards and procedures with those applied in EU member states.  Ukraine wants the EU to scrap its visa requirements quickly. “We don't want the visa-free regime to take decades but years”, said Ohryzko. Ohryzko has a specific date in mind: 2012, the year that Ukraine will co-host the European Championships with Poland. 

Barrot was, however, adamant that he did not want to commit the Commission to a specific time-table. Instead, the formulation currently being employed is that visas would be ended in the “long term”.  Barrot told reporters on 29 October that Ukraine had made progress towards meeting the EU's standards, but underlined that there still is work to be done. “The EU wants to rely on Ukraine in its fight against organised crime and human trafficking,” he said, continuing: “This is the reason why we want and independent and strong judiciary in the country.” The most immediate visa-related work that may need to be done, though, is on an old arrangement and by EU member states, rather than Ukraine.  Under an agreement ratified earlier this year, the EU agreed to simplify and accelerate visa applications for Ukrainians wanting to travel to the EU and lowered the price of a visa from €60 to €35. However, Ohryzko said that some EU countries have failed to meet all the terms of the agreement, making it difficult for many Ukrainian citizens to gain visas to the border-free Schengen area, which covers most of the EU.  The Ukrainian government is also troubled by the small percentage of visas that are long-term; around 70% are currently short-term.  Barrot acknowledged that “difficulties” have hampered implementation of the visa-facilitation agreement and added that he is prepared to discipline member states that do not comply with the agreement. He did not indicate that any infringement proceedings are in the offing. Countries that Ukrainians have encountered unexpected complications entering include the Netherlands, Spain and Germany.  The EU and Ukraine held their first technical meetings to tackle the issue of compliance in April. A second similar meeting will be held in November.
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6. EU Trade Commissioner warns against protectionism

EU's new trade chief warned governments on 28 October against resorting to protectionism in the face of the current financial crisis which she said would only delay economic recovery. "Interventions and excessive use of public subsidies -- while attractive today, will damage us tomorrow," EU Trade Commissioner Catherine Ashton told a conference in Brussels. "We all know that protectionism makes recovery harder. But sometimes in the face of crisis, we risk throwing away what we know," she said in her first public intervention. As governments struggle to cope with the financial crisis, there was "no more urgent priority for long-term global welfare" than pursuing a global WTO trade deal, the British commissioner argued. Drawn out negotiations at the World Trade Organisation ground to a halt in July, leaving the future of the Doha round of trade liberalisation uncertain. "Against the economic backdrop that we now face, trying to finish the round would be an important element of moving out of an economic crisis into the future," Ashton said. "I think for some world leaders this is very much part of the work that they are considering as they deal with the immediate financial crisis but also look to the future," she added. She said that leaders from the biggest economies "might consider" a gesture in favour of the world talks at a summit November 15 in Washington, which is focused on how to get a grip on the financial crisis. Ashton, a baroness in the British House of Lords, replaced Peter Mandelson as trade commissioner after he was recalled to national politics as Business Secretary during a recent government reshuffle by British Prime Minister Gordon Brown.
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7. Ukraine and Turkey to start talks on Free Trade Agreement

President of Ukraine Viktor Yushchenko arranged with President of Turkey Abdullah Gül to start the negotiations on a free trade agreement. “Our next joint task in the field of economic relations is the holding of consultations, negotiations process and signing a free trade area agreement between Ukraine and Turkey,” V. Yushchenko said on October 27 during an official visit to Ankara. 

In 2007, the turnover of commodities with Turkey came to more than USD 4.6 bln, with the positive balance of Ukraine reaching almost 2.7 bln . In 2008, the bilateral turnover of commodities is expected to be at a level of USD 6 bln , whereas in 2009, according to predictions , it will reach USD 10 bln .
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European Union
8. EU to resume talks with Russia in November
French president Nicolas Sarkozy and EU external relations commissioner Benita Ferrero-Waldner have both stressed the need to resume talks on a new treaty with Moscow in November, despite concerns on the consequences of getting back to "business as usual" with Russia before it fully complies with the ceasefire agreement in Georgia. "Given the state of the world today, I don't believe the world needs a crisis between Europe and Russia. We can defend our differences, human rights, but it would be irresponsible to create the conditions for a conflict for which we have no need," Mr Sarkozy, who chairs the rotating EU presidency and brokered the cease fire between Moscow and Tbilisi, told members of the European Parliament on Tuesday (21 October).

"Europe should not be an accomplice in starting another Cold War." His remarks were echoed by Europe's commissioner for external relations Benita Ferrero-Waldner, who explained the need for dialogue with Russia due to the complex "interdependence" of the EU and Russia in the field of energy and on the international stage in issues like Iran, non-proliferation of nuclear weapons or climate change. "We will have a very important discussion at the next GAERC [foreign ministers meeting] on 10 November and then I do hope that we find the right understanding on pursuing negotiations for the New EU-Russia Agreement. Because, indeed, they have only been postponed," she said, adding that the EU needs to treat Russia "as it is" not as "we would wish it to be." At a summit last week in Brussels, EU leaders postponed until next month a decision on whether to reopen talks on the partnership and cooperation agreement with Russia, suspended after the military invasion of Georgia. The GAERC meeting will take place only four days ahead of an EU-Russia summit held in the French city of Nice.
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9. European Parliament voted for resolution on Holodomor
The European Parliament on 23 October voted for a resolution to call the holodomor, the man-made famine in Ukraine in 1932-33, a “crime against the Ukrainian people and against humanity”. 

The resolution was passed by a large majority by a show of hands. The resolution, which comes on the 75th anniversary of the famine, states that the holodomor was “cynically and cruelly planned by Stalin's regime in order to force through the Soviet Union's policy of collectivisation of agriculture against the will of the rural population in Ukraine”. The Parliament also called for countries that formerly belonged to the Soviet Union to open up their archives on the event so that the causes and consequences of the famine could be investigated. The resolution was put forward jointly by a number of MEPs and, before his death in July, was strongly endorsed by Bronisław Geremek, the communist-era dissident who later became Poland's foreign minister and an MEP. There are voices in the Parliament who believe that the holodomor should be called an act of genocide, a term already applied by the heads of state, governments and parliaments of several countries.

The resolution might have some impact on EU-Russia relations, which are already fraught after the conflict this August in Georgia. During a recent event, organised by Ukrainian communities all over the world, a global candle relay commemorating the victims of the holodomor was prohibited from taking place in Moscow. The event had to be held at the premises of the Ukrainian embassy in the Russian capital instead.
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10. Ukraine disappointed with EU attitude  

Ukraine is generally satisfied with the outcome of an EU-Ukraine summit that took place in Paris last month, but is disappointed the final political declaration failed to underline the country's European identity, Ukraine's deputy foreign minister, Kostyantyn Yeliseyev, said on 22 October. "In an open spirit, I would like to tell you my disappointment with the fact that the EU rejected the idea to recognise Ukraine as a state with a European identity," Mr Yeliseyev told a group of journalists in Brussels."It's a funny thing, when they negotiated this document, I suggested 'OK, if you don't want that, put in the political statement the sentence that you recognise Ukraine as a European state with an African identity.' They said of course not. 'Ok, let's put with Asian identity.' [Again] No," the deputy foreign minister recounted, saying nobody could give him a proper answer on why the reference to "European identity" was not acceptable. "This is just to show you sometimes the hypocrisy also of the EU," Mr Yeliseyev said. The Ukrainian diplomat underlined some positive achievements of the high-level meeting in September, such as concluding an association agreement with the EU "based on the principle of political association and economic integration," or the launch of a dialogue on a visa-free regime. Additionally, some "very important political features" were agreed in September, "for instance for the first time the EU recognised that Ukraine is a European country and that we [EU and Ukraine] share a common history and common values," Mr Yeliseyev said. But he deplored that "even today there is a group of skeptics within the EU who are trying to some extent to block further progress in EU-Ukraine relations," naming the Netherlands, Belgium and Spain. Following comments from European Commission President Jose Manuel Barroso that the EU is concerned with the recent political crisis in Ukraine, Mr Yeliseyev said the situation should not be "over-dramatised." "I don't see any problems, any interconnection between the negotiations [with the EU] and the current internal developments in Ukraine," he said. Ukrainian president Victor Yushchenko earlier this month dissolved parliament and announced early elections would take place in December, in an ongoing power struggle with Prime Minister Yulia Tymoshenko. The vote would be the third time in three years that parliamentary elections are held in Ukraine. "Sometimes people are trying to over-dramatise the situation [in Ukraine]," Mr Yeliseyev said. "There are political disputes between major political forces in Ukraine [but] to my mind this is very common to any EU member state … It is a common practice for democracy." "We are trying to do business as usual [and] the administrative machine in Ukraine is working properly." Ukraine's deputy foreign minister also raised the question of visa requirements for citizens from his country - a very sensitive issue for Ukrainians. The EU made much of a visa facilitation agreement with Ukraine that came into force at the beginning of this year that was supposed to make receiving short-stay and multiple entry visas easier for Ukrainian citizens.  But Ukrainians say it has not made any real difference. "Unfortunately on the ground there is no fully fledged implementation [of this agreement] … There are [still] a lot of problems, a lot of negative examples how the EU side is discriminating Ukrainian citizens in this field," Mr Yeliseyev said. Some EU states - including Spain, Germany, the Netherlands and Belgium - are "very unfriendly when it comes to visa policy towards Ukraine," the minister pointed out. As a result, "during the first half of this year the quantity of Ukrainians travelling to EU member states decreased 2.5 times. This is unacceptable, totally unacceptable," he added, with Kiev to launch a dialogue on a future visas free regime on 29 October.
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11. EU leaders look to Merkel to stand up to Sarkozy

European leaders are looking to Germany's Angela Merkel to head opposition to French President Nicolas Sarkozy's hands-on attempts to confront the financial crisis, over fears they could drive a wedge through Europe. In the latest round of tug-of-war between the European powerhouses, Merkel has led resistance to a proposal by Sarkozy, who holds the rotating EU presidency, to create an "economic government" for the 15-nation eurozone. Sarkozy would also like to see Europe create national sovereign wealth funds to shelter strategic parts of their economies from global turmoil -- moves that are anathema to Merkel's more laissez-faire approach. Germany, the world's third largest economy, has sought to block much of Sarkozy's plan, which he is pushing ahead of crisis talks in Washington on November 15 between the world's richest nations and largest emerging economies. Merkel's advisors, speaking anonymously in the press on 27 October, said Germany's neighbors were looking to her to rein Sarkozy in. "Several influential politicians are counting on Germany to persuade Sarkozy to back off and agree emergency regulations for the eurozone instead," the conservative Frankfurter Allgemeine Zeitung said in an editorial.

Reacting last week to Sarkozy's sovereign wealth fund proposal, eurosceptic Czech President Vaclav Klaus -- who succeeds Sarkozy as holder of the EU presidency in January -- described the plan as "old socialism." Germany also made clear its unease at the project with Economy Minister Michael Glos said it "goes against the successful principles of our economic policy." The Financial Times Deutschland, citing diplomatic sources, said leaders including Italian Prime Minister Silvio Berlusconi, Spain's Jose Luis Zapatero and European Commission chief Jose Manuel Barroso tended to avoid confronting Sarkozy themselves. "They prefer to seek out the chancellor and ask her to talk Sarkozy out of one or two of his ideas," it said. Sarkozy succeeded in convening on October 12 the first EU emergency summit to seek a coordinated response to the financial turmoil in which the world's top economies find themselves. But the 12 European Union countries that do not use the common European currency fear being frozen out of coordinated action to keep the global crisis at bay. An "economic government," in which the leaders of the 15 eurozone countries would meet regularly to discuss the bloc's financial health, would replace the informal pow-wows currently held by the countries' finance ministers. Smaller countries outside the eurozone also fear such a format would supplant the power of the rotating EU presidency, which France holds until January 2009 when the Czech Republic, which is not in the eurozone, will take over. Berlin has long seen French calls for greater government control of financial markets as an attempt to undermine the sovereignty of the European Central Bank. The differing approaches have led Berlin and Paris to clash repeatedly over the years. But rarely were the stakes so high. News weekly Der Spiegel said Germany viewed France's proposal for an economic government as part of a struggle over which model should dominate in Europe -- the social market economy or the state-controlled economy. The Frankfurter Allgemeine Zeitung said Sarkozy's eurozone "economic government" was yet another move that would short-circuit existing EU institutions. It is also obvious to Berlin that coordinated European measures to cope with the financial crisis could not exist without Britain, the largest of the EU countries outside the eurozone. The German chancellor travelled to London on 30 October for talks with British Prime Minister Gordon Brown to discuss a coordinated response to the crisis. Happily for Merkel, the calls for her to play a greater role on the world stage come amid sharp criticism of what pundits have called her ham-handed management of the financial crisis at home.
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12. MEPs adopt first reading position on 2009 budget
The European Parliament adopted the 2009 draft budget substantially higher than that adopted by Council in its July first reading. Commitments are set at €136 bn (1.04 % of GNI), payments are €124.5 bn (equivalent of 0.959% of EU GNI). Council had adopted a draft budget of 133.9bn in commitments and €114.9 bn in payments. With this vote, Parliament has stayed within the margins of the Financial Perspective.  Accordingly to the EU's commitments, the fight against climate change, the EU's social dimension and security questions are Parliament's priorities for 2009. External relations stay, as usual, a baffling problem because this budget heading has been under funded ever since the current financial perspective was adopted. The gap between the forecasts of financial needs ("commitments") and programmed expenditure ("payments") entered in the draft 2009 budget by the Council has never been so wide as this year. MEP believe that the Council's cuts had made it impossible to meet the EU's commitments and decided to diminish this disparity.
 
Heading 1a & 1b "Sustainable growth"
The EP is seeking to expand the budget for the EU's social and employment dimension, i.e. the policy goals mainly included in Headings 1a (Competitiveness) and 1b (Cohesion). This includes the European Social Fund (which MEPs believe should get over €135m extra for convergence, employment and growth), the Regional Development Fund and the Cohesion Fund. A package of measures is targeted at small and medium-sized firms.  MEPs also propose an increase in the payments for the programme to improve the financial environment for SMEs.  In addition, they wish to launch pilot projects such as the Erasmus programme for entrepreneurs or measures to aid SMEs to seize opportunities to internationalise their activity.
 
Heading 2 "Natural resources"
The EP calls for the re-establishment of the figures in the PDB for CAP spending, reduced after Council's cut. Parliament is also concerned with the fall in real terms of spending on rural development, despite the need to restructure the rural economy. MEPs want to increase by over €2bn the total spending on certain budget headings for EU measures against climate change. In many cases, it means taking greater account of climate change in existing programmes, such as rural development, transport, research and the environment. For example, MEPs wish to virtually double the payments for the LIFE+ programme. MEP also call for a new budget line for climate change in Heading 2  to make the budget more transparent and comprehensible.  This would allow measures to combat climate change and the funding allocated to this area to be grouped together.  In addition to these transferred amounts, MEPs wish to allocate €20m extra to this new heading.
 
Heading 3 "Justice and Home Affairs"
Given the urgency of immigration matters, the Parliament proposes an increase for the agency managing EU external borders (Frontex plus €10 million in commitments and payments to a total of €55 million but 5 million are put in reserve). This extra many should be devoted to enable Frontex to sustain the comitment to permanent missions at the Southern EU borders. The EP suggest as well as to increase the funds for external borders, to refugee Fund and emergency measures in the event of mass influxes of refugees. MEPs consider that there is no justification for the Council's cuts in credits aiming to finance Schengen Information System (SIS II) and visas information system and propose to reinstate the PDB amounts. 
 
Heading 4 "the EU as a global partner"
The EP wants to keep the amounts for European security and defence policy laid down in the Commission's PDB.  It would also preserve the EU funding for Palestine proposed in the PDB and increased by the Commission in its amending letter (€300m in commitments and €280m in payments). Funding for aid to Kosovo, financed from several different headings, is also the same as the amount proposed by the Commission.  Aid for reconstruction in Afghanistan (€160m in commitments and €150 in payments) also remains at the same level as in the PDB.
 
Parliament has stayed within the ceiling of heading 4. However, the experience of past years clearly shows that these figures are not enough.  MEPs therefore wish to persuade the Council to grant more money to external policy.  The money needed could be found by, for example, using the flexibility mechanism or emergency aid. This will be a crucial issue at the negotiations on 21 November. An amendment adopted by the Budgets Committee groups together all the policy priorities for which the budget does not cover the extra funding demanded by MEPs (which would exceed the allowed ceilings of €390m). It includes new objectives which have recently emerged: food aid for developing countries and reconstruction aid for Georgia. MEPs included the amount needed in 2009 for food aid accordingly to the EC proposal (€250m under the 2009 budget). 
 
Turning to the commitments given by Member States on reconstruction aid for Georgia, MEPs adopted a number of amendments to take account of the situation in that country in existing programmes and policies [Am 997, 1000, 1026] as stability instrument, European Neighborhood Policy or humanitarian Aid. However, Parliament cannot allocate directly funding for the reconstruction of Georgia while there is no legal basis.  MEPs therefore decided to create a special budget line for aid to Georgia but without granting it any funding, pending the outcome of the donors' conference 
 
Heading 5 "administration"
On the question of the posts at the Commission, for which Council had proposed a major cut, Parliament has reinstated the initial funding put forward by the Commission in its pre-draft budget. 50m go in the reserve, though, which will be released if a number of conditions are fulfilled. One of these conditions features a "screening" of administrative needs to be done by the Commission as well as a redeployment plan. 
 
Other institutions
The so-called "other institutions", for which Mr Janusz Lewandowski (PPE-DE, PL) is the rapporteur, deal among others with Parliament's budget for next year.  The EP's draft budget set a level of 1.530 millions in commitments and payments.  It represents 19.67 % of heading 5, then only a minimal increase in comparison with the previous budget.  This increase is justified by the entry into force of the statute for Members of the EP as well as introduction of unified transparent regulations for employment of parliamentary assistants in Brussels and Strasbourg.
 
The next key step now sees Parliament and Council engaged in the second conciliation on 21 November, aiming to strike an agreement before the second-reading.  The 2009 Budget should be approved and signed in December in Strasbourg.
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Economy

13. Ukraine’s GDP grew 6.9% in January-September
Ukraine`s real GDP grew 6.9 percent in January-September 2008, compared to the same period of the last year. The State Statistics Committee of Ukraine reported that for the first eight months this year, GDP increased 7.1 percent. In September, it expanded 5.5 percent, compared with a 10.2-percent increase in August 2008. Roughly estimated, nominal GDP reached $147.4bn in the first nine months, and $17.9bn in September alone. The deflator amounted to 133.7 percent for January-September 2008. The committee attributes the rise in GDP to increased added value in agriculture, forestry, transportation and trade. In 2007, the country`s real GDP rose 7.6 percent.
Secretariat Comments: Source: Ukraine’s State Statistics Committee
Keep an eye on this 

Yes    □
No    □

Further action needed 

Yes    □
No    □

Member Comments:

14. Euro area annual inflation down to 3.6%
Euro area annual inflation was 3.6% in September 20082, down from 3.8% in August. A year earlier the rate was 2.1%. Monthly inflation was 0.2% in September 2008. EU annual inflation was 4.2% in September 2008, down from 4.3% in August. A year earlier the rate was 2.2%. Monthly inflation was 0.3% in September 2008. In September 2008, the lowest annual rates were observed in the Netherlands (2.8%), Germany (3.0%), Ireland and Portugal (both 3.2%), and the highest in Latvia (14.7%), Bulgaria (11.4%) and Lithuania (11.3%). Compared with August 2008, annual inflation fell in seventeen Member States, remained stable in two and rose in eight. The lowest 12-month averages up to September 2008 were registered in the Netherlands (2.1%), Portugal (2.9%) and Germany (3.1%), and the highest in Latvia (15.8%), Bulgaria (12.6%), Estonia and Lithuania (both 10.8%).
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15. Eurozone data confirms second quarter slump
The economy of the EU 15 nations sharing the euro contracted 0.2 percent in the second quarter after growing 0.7 percent the previous quarter, according to EU data of 15 October, confirming earlier estimates. On a 12-month comparison, the eurozone economy grew 1.4 percent in the second quarter, down sharply from 2.1 percent, the Eurostat data agency said in a final calculation.

Meanwhile, the broader 27-nation European Union economy stalled with zero growth after expanding 0.6 percent in the first three months of the year. Eurostat had previously estimated that the economy had contracted 0.1 percent. Over one year, the EU economy grew 1.7 percent, slowing from a rate of 2.3 percent in the first quarter, Eurostat said, revising up a previous estimate of 1.6 percent.

Secretariat Comments: Source: Eurostat
Keep an eye on this 

Yes    □
No    □

Further action needed 

Yes    □
No    □
Member Commenst: 
16. Eurozone inflation eases to 3.6% in September
Inflation in the 15 nations sharing the euro slipped for the second month running in September, easing to 3.6 percent, official EU data showed on 15 October. The decrease, which came after an annual rate of 3.8 percent in August, was in line with a previous estimate, according to figures from the European Union's Eurostat data agency. Twelve-month inflation in the eurozone has steadily slipped since hitting a record 4.0 percent in July as oil prices declined from a peak of nearly 150 dollars a barrel. "September's further moderation in inflation was helped by markedly lower oil prices while the upward impact from food prices is now waning," said economist Howard Archer at consultants Global Insight. He also said that the European Central Bank would welcome a fall in core inflation, which excludes the impact of volatile items such as energy and food prices, to 2.5 percent in September from 2.6 percent in August. Despite the fall in headline inflation, the rate remains well above the European Central Bank's comfort zone, which it defines as a level of close to but less than 2.0 percent. 
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17. October: BCI for the Euro area decreases further

The Business Climate Indicator (BCI) for the euro area fell to values last observed in 2001. The low level of the indicator suggests that industrial activity remains subdued. All five underlying components of the BCI declined. The decline was fairly sharp for managers' production expectations and assessment of total order books and export order books; while their view of stocks of finished products and production trend observed in recent months worsened less.
The BCI is based on a factor analysis of the euro area aggregate balances (seasonally adjusted) of five of the monthly questions in the industry survey (only employment and selling-price expectations are excluded). Full details of the Business Climate Indicator are available here.
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18. European Commission report on the EU competitiveness

A new report by the European Commission assesses the competitiveness of the European Union in the global economy at the end of a decade of rapid economic change. Since the mid-1990s, there has been a major redistribution of market share between emerging and developed countries and among developed countries themselves. In this highly competitive environment, the EU has broadly maintained its world market share, while the US and Japan have lost ground. The EU remains the world's biggest exporter of manufactured goods, and dominates markets for high-quality products. The report warns, however, that the EU must focus on investment in its high-technology manufacturing and continue to improve its market share in the fast growing economies of Asia. The report reinforces the economic arguments behind the launch of the European Commission's Global Europe trade policy framework in 2006. The report can be downloaded here.
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19. European Commission to draft economic stimulus plans

In the face of a looming recession, the European Commission plans an EU-wide stimulus package in November, hoping to contain the impact of the financial crisis on the wider economy. "Our top priority is to minimize the impact on jobs, purchasing power and prosperity of our citizens," European Commission President Jose Manuel Barroso said. In mid October EU leaders called on the Commission to draft proposals for supporting growth and jobs by year-end in the face of the worsening outlook but stopped short of urging plans for concerted European action to boost the economy. Barroso said the EU's executive arm would roll out a "comprehensive European Union recovery plan" on November 26. Among the ideas under consideration was the possibility of making it easier to tap EU funds for unemployed people who want to start businesses and to make sure that other European funds available for public investment were being used effectively.

"The commission will explore with member states the scope for accelerating investment projects and for bringing forward payments to member states," he said. "We need to find innovative funding for a wide range of transport, energy and high technology networks which can provide jobs in the short-term and also contribute to sustainable growth in the long-term," he added. Barroso said the commission would propose increasing funds available to the European Investment Bank, which launched plans in September for 30 billion Euros (39 billion dollars) in loans to small- and mid-sized firms over four years. Separately, EU Industry Commissioner Guenter Verheugen raised the possibility of making loans available to carmakers on favourable conditions to help them finance costly investments in greener cars in the face of the global credit crunch. EU Economic and Monetary Affairs Commissioner Joaquin Almunia said that there was also room for manoeuvre on the macroeconomic front. "Given that inflationary pressures are now easing, monetary and fiscal policy can contribute to supporting demand," he said. Almunia, who is responsible for policing public finances in the EU, "invited" member states to use the flexibility provided in European fiscal rules in the case of sharp slowdowns. "They should use the room for manoeuvre they have to cushion the impact," he said, while also stressing that "we have red lines (on debt levels); we cannot put an excessive burden on the next generation." In Berlin, German Chancellor Angela Merkel said on 29 October she would unveil a "targeted, courageous and sustainable" scheme to help avert a deep recession in Europe's biggest economy. At the same time, she ruled out "a growth programme financed by taxes or debt" amid calls for tax cuts or rebates to kick start the German economy as it buckles under the strain of the global financial crisis. Almunia said the European Commission aimed to double the maximum EU aid available to non-euro member states facing economic trouble to 25 billion Euros. Under a 2002 rule, the European Union can provide up to 12 billion Euros in total financial assistance to member states that do not use the euro when they run into a balance of payments crisis. On 28 October, the EU agreed to provide Hungary 6.5 billion Euros in aid as part of 20 billion euro package along with the International Monetary fund and the World Bank. That leaves only 5.5 billion Euros out of the total 12 billion euros in EU assistance available to other member states that may seek aid. "We know some other members of the EU are under stress in the financial markets and we are ready to act," Almunia said.
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Energy and Environment
20. EU urged to agree on climate before U.N. talks open
The European Union must reach a consensus on climate policy if it wants to play a leading role in U.N.-led talks on a new pact to cut greenhouse gases, a Polish official said on 2 October.

A package of climate measures proposed by the European Commission aims, among other things, to cut carbon dioxide emissions by a fifth by 2020 compared with 1990 levels. However, it faces opposition from some member states and from the car industry. France, holder of the rotating EU presidency, hopes to forge a compromise among the 27 member states by December when negotiators meet in Poznan, Poland, to discuss a new global deal on limiting greenhouse gas emissions. "For Poland, the current proposal is still more a threat than an opportunity, I think. If the EU wants to set an example in Poznan, it has to work out a consensus within the bloc first," Piotr Serafin, a deputy head of the Office of the Committee for European Integration, told a climate change panel organized by a pro EU think-tank on 30 September. "Only then will it be able to act as a role model on the world stage. Tension in the global negotiations will be between rich and poor. And you cannot force China or India into a deal. Europe must work out its own consensus in order to exert pressure on the global stage." Poland fears ambitious EU goals for curbing emissions would result in energy price increases of up to 70 percent. With fellow ex-communist states Hungary, Slovakia, Bulgaria and Romania, it has signed a statement calling for more debate on Brussels' plans. Some political analysts have seen the declaration of the five ex-communist countries as an attempt to build up a blocking minority in the EU that would force the Commission to seek a compromise on its plans. Polish Prime Minister Donald Tusk said in June Warsaw might try to block the plan if Warsaw's demands were not met. "It would be hard for me to imagine a situation in which the climate package -- with all its long-term consequences -- would be approved by one group outvoting the other," Serafin said. "Anyway, the target date set by the French presidency may turn out to be a bit too ambitious."  Poland, which derives about 95 percent of its electricity from coal, wants to delay Commission plans for the start of full auctioning of carbon dioxide emission permits in 2013. At present, companies are granted some emission permits for free but in the future they will have to buy all permits, increasing their costs.
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21. Piebalgs: Russia will remain a dependable energy resources supplier

Russia will continue to be a dependable energy resource supplier, however, European Union members states are concerned about energy dependence from Russia, EU Energy Commissioner Andris Piebalgs said in an interview to the German newspaper Handelsblatt published on 2 October. ''EU members are very concerned of this, like for example my country – Latvia, whose only energy supplier is Russia. This issue should be taken seriously, even though I believe Russia will continue to be a dependable energy supplier,'' said Piebalgs. Piebalgs also believes that, at the moment, it is necessary to diversify energy suppliers. In relation to this, the commissioner mentioned the import of gas from countries of the Caspian Sea region, as well as from Iraq and Nigeria. The commissioner also once again emphasized the necessity to implement the ''Nabucco'' gas pipeline project, to reduce the dependency from Russia. ''I hope that construction work will begin in 2010, so that by 2013, the first gas supplies will flow through the pipeline. However, there are still several things that need to be solved, like, for example, the cost of transit through Turkey,'' Piebalgs explained. The EU energy commissioner also pointed out that disturbing the construction of the ''Nabucco'' project and the EU's energy policy, is the fact that several EU members are involved in the competing Russian project – the Nord Stream pipeline. ''The EU's lack of unity is a strategic weakness. It is necessary for us to have a common domestic energy policy,'' Piebalgs emphasized.
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22. European Commission fines “paraffin mafia”

The European Commission on 1 October announced it was fining paraffin wax producers more than 676 million Euros (956 million dollars) for operating a price fixing cartel that included Shell, Exxonmobil and Total. Shell escaped a fine under the whistle-blower rule, which applies to companies that help EU competition authorities to uncover a cartel. The biggest fine of over 318 million euros was handed out to South African company Sasol. US giant ExxonMobil received an 83.5-million-euro fine with smaller penalties going to fellow cartel members Repsol of Spain, Italy's ENI, Tudapetrol, Hansen and Rosenthaland and RWE of Germany, French Total and MOL of Hungary. They were penalised for "participating in a cartel for paraffin wax in the European Economic Area (EEA)" between 1992 and 2005. "Shell also participated in the cartel but was not fined because it revealed the existence of the cartel to the commission," the EU executive said in a statement. Paraffin waxes are used in a products ranging from candles and waxed paper, paper cups and plates, to tyres, packaging and chewing gum. "There is probably not a household or company in Europe that has not bought products affected by this 'paraffin mafia' cartel, with all that implies in terms of paying over the odds, higher costs and economic damage," said EU Competition Commissioner Neelie Kroes. "Such illegal cartel behavior cannot and will not be tolerated by the Commission, and companies' managers and shareholders should take note." The infringement committed by ExxonMobil, Sasol, Shell, RWE and Total also related to slack wax sold to end-customers on the German market. Slack wax is the raw material used to produce paraffin wax.

The fine for Sasol was increased by 50 percent "because it was the leader of the cartel," while ENI's fine was increased by 60 percent as it had been previously taking part in similar cartels, the commission said. A spokesman for the Total group in Paris said it had received notification and was "awaiting the reasons for the decision" in order to determine what measures are necessary.

ExxonMobil was more immediately penitent, saying in a statement that it "deeply regrets its involvement, although limited, in the infringement of competition laws through the participation of a few of the company's former employees." "Honesty, integrity, and strict legal compliance are the cornerstones of the way ExxonMobil conducts its business," the firm added.
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23. Europe must act to adapt to climate change

A new report warns that Europe must take urgent action to adapt to the impacts of climate change. The report, 'Impacts of Europe's changing climate', is published jointly by the European Commission's Joint Research Centre (JRC), the European Environment Agency (EEA) and the World Health Organization (WHO). It recommends wide-ranging adaptation and preventive measures in the areas of economy, health and the environment. The report highlights vulnerabilities in all areas of Europe and appeals to policymakers to develop concrete adaptation plans. 'With increasing impacts of climate change, adaptation costs will increase and response options may decrease,' the report observes. Absence of full scientific certainty, it cautions, 'should not be used as a reason to postpone measures where there is a risk of serious or irreversible harm to public health or the environment'. The report provides projections of changes to the physical environment in different areas of Europe. It shows how the severity of natural disasters, such as flooding and heat waves, is expected to increase steadily, with the most noticeable changes occurring in the second half of this century. Because of temperature increases, ground-level ozone is not decreasing as rapidly as expected; policies that aim to reduce air pollution, while successful, must be adapted to the changing climate.

With increasing temperatures and more frequent heat waves, the agricultural sector's need for water in some regions is increasing, which will lead to competition with other sectors. Additionally, carbon dioxide (CO2) emissions from soil are expected to increase with rising temperatures and extreme precipitation. Forest health and diversity is already affected across Europe: the changing climate benefits certain species and threatens others, and the combination of drought and warm winters favours pest populations. More and longer fire seasons are expected in the future. Climate change is expected to reduce heating demands in northern Europe and increase air-conditioning demands in southern Europe. More extreme water flow is expected to impact dam safety, and the more severe summer droughts that are anticipated will limit the availability of adequate and suitable cooling water for thermal power plants. In terms of adapting to a changing physical environment, the report cautions against 'mal-adaptations' such as artificial snow-making, transfer of water, air conditioning or desalination. The report emphasises the need to clearly define and avoid such mal-adaptations, as they can lead to additional greenhouse gas emissions that will in turn offset any mitigation efforts. Changes in the physical environment due to climate change are well documented, but data on specific adaptation measures that benefit both society and the physical world are not as bountiful. The report observes that more data on adaptation costs is essential, and stresses the importance of 'involving European society, business and the public sector in the preparation of coordinated and comprehensive adaptation strategies'.

Adaptation strategies include health/heat action plans, vaccination, health system planning, flood risk planning, drought and water-scarcity risk management, coastal and flood defences, economic diversification, reinforcing the built environment (e.g. roads, bridges, electric wires), land-use management and the greening of cities. Climate change is expected to significantly impact public health; coastal flooding and associated infrastructure damage alone have substantial effects. The report observes that: 'most adaptation measures appear to be low cost (e.g. provision of information), but large-scale vaccination or other prevention programmes against vector-borne disease are potentially very costly.' The economies of south-eastern Europe and the Mediterranean are expected to be most adversely affected by climate change, particularly in terms of 'energy demand, agricultural productivity, water availability, heath effects, summer tourism and ecosystems', according to the report. It warns that the tourism industry faces significant adaptation costs, and that 'adaptation responses such as economic diversification will be critical to limit economic losses'.

The report explains that the financial sector is in a position to enhance Europe's resilience in the face of climate change in a number of ways. Insurance companies can increase risk awareness and provide incentives for risk reduction through their underwriting policies, while the financial sector as a whole greatly influences business decisions through their investment policies and asset management. The report acknowledges the adaptive value of public-private insurance schemes, for example those introduced in Belgium and proposed in the Netherlands, that address the need to insure vulnerable populations in the face of increased losses in future due to climate change. However, it notes that 'climate predictions across Europe show that there is no one-size-fits-all solution'.
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24. Gazprom’s gas price for the EU hits 500-dollar milestone

Russia for the first time charges European customers over 500 dollars per 1,000 cubic meters of gas in October after prices grew faster than expected, according to Gazprom. "The price of gas delivered by Gazprom to Europe has already exceeded 500 dollars (per 1,000 cubic metres) in October," Gazprom chief executive Alexei Miller said in a statement. "The dynamics of price growth have exceeded Gazprom's expectations," he said. Last year, Miller had predicted the average price of Russian gas sold to European nations could reach 400 dollars per 1,000 cubic meters in 2008, an estimate he revised up in July to 500 dollars. The International Energy Agency, an agency linked to the Organization for Economic Cooperation and Development, last month warned gas prices would continue to rise until end-2008.

Secretariat Comments: For Information Only
Keep an eye on this 

Yes    □
No    □

Further action needed 

Yes    □
No    □

Member comments:

25. Lithuania warns EU over carbon caps, nuclear plant shutdown

Lithuania warned on 9 October it could reject EU caps on carbon dioxide emissions if the bloc fails to let it delay the closure of a Soviet-era nuclear plant that provides the bulk of its power. "Unless the energy security problems Lithuania would face after closing the Ignalina plant at the end of 2009 are solved, we will not approve the climate change programme," Economy Minister Vytas Navickas was quoted as saying by the news agency BNS. He said Lithuania wanted a far higher emissions allowance than it had been allocated by the EU, and was also seeking around one billion Euros (1.4 billion dollars) in financial aid. Lithuania is scrambling to convince its 26 fellow European Union member states to delay the looming closure of its Chernobyl-type Ignalina nuclear power plant, which provides more than two-thirds of its electricity. Lithuania argues that if it has to rely on power generated by fossil fuels, it will not be in a position to respect the caps set by Brussels on carbon dioxide, one of the main gases held responsible for global climate change. Shutting Ignalina by the end of 2009 was one of the conditions for the Baltic state's admission to the EU, which it joined in 2004. EU diplomats have said the bloc will not brook a breach of Lithuania's entry terms, but Vilnius wants to push the deadline back to 2012, Navickas was quoted as saying by BNS. Alongside parliamentary elections, Lithuania's 2.7 million voters have been called out for a referendum on extending the life of the 1980s plant. Lithuanian authorities and analysts have said that the power shortages and energy price hikes expected to follow Ignalina's shutdown could inflict deep economic damage on the country at a time when its long economic boom is tailing off.

Lithuania is in talks with fellow EU members and neighbors Latvia, Estonia and Poland on building a new plant at the Ignalina site, meant to come on stream by 2015, although experts suggest 2017-2020 is more realistic.

Secretariat Comments: Source: EU Business
Keep an eye on this 

Yes    □
No    □

Further action needed 

Yes    □
No    □

Member Comments:

26. Piebalgs urges investments in Russian oil

The European Union's energy chief urged investment in Russia's long-term oil supply, suggesting on 8 October that could help calm markets across Europe.  "The means of availability of capital is crucial for long-term supply," EU Energy Commissioner Andris Piebalgs told reporters after talks with Russia's energy minister in Paris. Piebalgs did not say who could provide that capital, given the financial crisis squeezing banks in Russia, the U.S. and several European countries.  He said the government of Russia -- the world's No. 2 oil producer -- needs to demonstrate "political will" to develop new pipeline routes and find new sources of oil.  Russia's Energy Minister Sergei Shmatko gave no details about his government's oil industry plans. Seeking to reassure European consumers of Russian gas and oil, he insisted, "There is nothing to worry about" in terms of stability of supply. He said EU-Russian relations have calmed after being "a bit bothered" by Russia's war with Georgia in August.  Still, he complained about "unjustified discrimination against Russians" in Europe's markets for nuclear energy-related equipment. Piebalgs said Russia should play a larger role in the expected construction of a host of new nuclear plants across Europe.
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27. Eastern Europe, Italy challenge EU climate change goals

Eastern European countries warned about the cost of fighting climate change as economic growth slows, undermining Europe's push to set stricter emission curbs and higher renewable-energy targets by the end of this year.  The Polish-led group of eight poorer European Union nations called for special treatment amid “serious economic and financial uncertainties,'' threatening EU goals to cut greenhouse gases by a fifth in 2020 from 1990 levels and more than double the current share of renewable energy such as wind power. The group, which also includes Bulgaria, Estonia, Hungary, Latvia, Lithuania, Romania and Slovakia, picked up support from Italy. “Climate and energy policy should reconcile environmental objectives and the need for sustainable economic growth,'' the prime ministers of the eight eastern European governments, including Poland's Donald Tusk, said in a joint statement at an EU summit in Brussels. The meeting of the EU's 27 national leaders ends on 16 October.  The resistance challenges the EU's timetable for reaching an agreement meant to spur global talks on curbing greenhouse gases, which are linked to fossil fuels and blamed for higher world temperatures. Proponents say a deal between rich and ex- communist EU countries would help persuade the U.S. and China, the biggest emitters, to sign up to a new global accord that would curb these gases after the Kyoto Protocol, expires in 2012.  The alarm sounded by the eight eastern European countries, which have joined the EU since 2004, and Italy, a founding member of the bloc more than 50 years ago, is the latest fallout from the worst financial crisis in decades. “We don't think this is the moment to push forward on our own like Don Quixote,'' Italian Prime Minister Silvio Berlusconi, told reporters. “We have time.''  France, current holder of the EU's rotating presidency, aims for an accord on the package in December. That's also when Poland will host an international conference that is supposed to help come up with a post-Kyoto Protocol plan.  “We have to find a solution before January,'' said French President Nicolas Sarkozy. “We are not going to hide behind the crisis. Europe must set an example.'' The EU negotiations are based on a package of draft laws proposed January 23 by the European Commission, the bloc's regulatory arm. 

The legislation would tighten EU emission caps on energy and manufacturing companies in 2013-2020 and impose country- specific targets in 2020 for limiting discharges by other industries including agriculture. The package would also set varying renewable-energy targets for individual nations so that the EU average would rise to 20 percent of consumption by 2020 from 8.5 percent now. 
As part of the plan to tighten annual quotas on power plants and factories currently in the EU emissions-trading system by 11 percent on average, the draft legislation would also allocate fewer allowances that make up those quotas for free. The companies affected range from utility RWE AG and oil refiner Royal Dutch Shell Plc to steelmaker ArcelorMittal and paper producer Stora Enso Oyj. 

The Commission said power producers should purchase their whole allotment of allowances as of 2013 and full auctioning should apply to the other industries from 2020 after a phase-in starting at 20 percent in 2013. The permits cover carbon dioxide, the main greenhouse gas.  Poland objects to 100 percent auctioning for power plants in 2013, saying domestic energy prices would rise too much and calling for a phase-in. Other countries are seeking relief from auctioning for manufacturing companies judged to be exposed to global competition and liable to relocate to non-EU countries without emission curbs. “There are points of flexibility,'' Sarkozy said. “We have to take account of the specific problems of a certain number of colleagues.''  The draft legislation needs the backing of EU governments and the European Parliament. The Parliament's environment committee endorsed the main elements on 7 October. Under voting rules for EU governments, the alliance of eight eastern European countries would fall short of the votes needed to block the package without Italy's support. Sarkozy said he didn't expect Italy to try to block the legislation, calling Berlusconi a pragmatist open to compromises. Austrian Chancellor Alfred Gusenbauer called veto threats unhelpful, saying “I don't regard threatening language as sensible.'' 
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28. Europe launches 1 b Euro project in new energy technologies

On 14th October, the European Union and European Industry announced plans to make fuel cells and hydrogen one of Europe's leading new strategic energy technologies of the future. Fuel cells, as an efficient conversion technology, and hydrogen, as a clean energy carrier, have a great potential to help address energy challenges facing Europe. The European Commission, European Industry and the European Research Community, which compose this public-private Joint Technology Initiative (JTI), will invest together nearly 1 billion Euros over six years in fuel cells and hydrogen research, technological development and demonstration. The goal is to achieve mass-market rollout of these promising technologies before 2020. 

The EU Commissioner for Science and Research, Janez Potočnik, said: "By investing in such a results-oriented scientific project, we are putting our money where our mouth is: the development of new technologies is crucial if we are to meet EU objectives to address climate change and energy challenges. This requires the commitment of all actors. Gathering more than 60 private companies, from multinationals to SMEs, together with the Commission, an equal number of universities and research institutes is therefore a great success. This JTI brings together the most significant players to put Europe ahead of the game in new energy technologies. I hope we will see a snowball effect in other strategic research areas." 

The Chairman of the Governing Board of the Joint Undertaking, Gijs van Breda Vriesman, adds: “The Fuel Cells and Hydrogen Joint Technology Initiative is the best possible vehicle to accelerate the development of technologies and bring the commercialisation of hydrogen and fuel cells forward. The JTI provides us with the unique opportunity to implement our plans on a large European scale. To prepare the market for these strategic technologies it is necessary to ensure the cooperation of all stakeholders: it is not only needed for the relevant industrial sectors to develop the supply chain but it is also critical to ensure the cooperation between Research, Industry and Government, at regional, national and European level.” 

The first Stakeholders General Assembly, to be held in Brussels on the 14th and 15th October, will mark the official launch of the Joint Technology Initiative (JTI) on Fuel Cells and Hydrogen (FCH). The main goal of the JTI is to speed up the development of fuel cells and hydrogen technologies in Europe and enable their commercialisation between 2010 and 2020. The JTI's activities will reduce time to market for hydrogen and fuel cell technologies by between an estimated 2 and 5 years. 

The partnership will implement an integrated and efficient programme of basic and applied research and technology development, demonstration and support activities, focused on the most promising applications. This JTI can be also seen as a first working example of future European Industrial Initiatives, as foreseen by the European Strategic Energy Technology Plan (SET-plan) which is to play a vital role in accelerating the development and implementation of low carbon technologies.  The first call for proposals with an indicative budget of 28.1 million Euros was published on 8th October 2008. It covers areas such as transportation and refuelling infrastructures and the production, storage and distribution of hydrogen. The legal entity, the Fuel Cells and Hydrogen Joint Undertaking, will be led by a Governing Board. Daily management and operations will be the responsibility of an Executive Director supported by the Programme Office seated in Brussels. A Scientific Committee will advise the Governing Board. The Member States will closely follow the activities via the States Representatives Group. The Stakeholders' General Assembly will be held on an annual basis.
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29. Piebalgs underlines the need to reinforce rules on nuclear safety

On 15 October at the fifth meeting of the High Level Group (HLG) on Nuclear Safety and Waste Management, Andris Piebalgs, Energy Commissioner highlighted the need for a higher level of nuclear safety. "While we can see a potential rise in the use of nuclear energy around the globe as well as in the EU, European citizens call for a strong European role in the field of nuclear safety", said the Commissioner. Commissioner Piebalgs opened the meeting by highlighting the increased attention given to nuclear safety issues by the European Institutions and the IAEA and the importance attached to the need for a higher level of nuclear safety, better management of radioactive waste and better communication to the public through the broader stakeholder consensus provided by the European Nuclear Energy Forum. Andris Piebalgs congratulated the HLG Members on their work over the last twelve months; with the already established work programme on waste management and transparency issues underway, and the expected finalisation of a work programme for nuclear safety issues. However, the Commissioner recognised that timely action is now required. The HLG, which is required to prepare its findings for the Commission for reporting to the European Parliament and Council next summer, has already demonstrated that there is a consensus on nuclear waste management and transparency of information, and coherence with the principles of the Convention on Nuclear Safety. In the meantime, the Commission is considering to table new legislation to ensure that the nuclear safety priorities and common approaches identified by the HLG are upheld and harmonisation of the highest safety standards is implemented throughout the EU. The role and independence of national regulators is of specific importance in this context.

The HLG was created by the European Commission in order to develop common understanding and reinforce common approaches in the fields of nuclear safety and waste management[1]. The Group, composed of senior officials from national regulatory or nuclear safety authorities, is helping the Commission to identify priority safety issues, as well as to advise and assist the Commission in progressively developing Community rules regarding the safety of nuclear installations and the safe management of spent fuel and radioactive waste.
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30. Ukraine cuts Hungarian electricity export quota

Ukraine has cut nearly all of Hungarian-owned System Consulting`s quota for electricity imports from Ukraine to Hungary, business daily Világgazdaság reported, citing a report in local paper Ukrajinskije Novosti, according to Budapest Business Journal.  Ukraine reduced the amount of electricity System Consulting may import from Ukraine to just 5MW a year from 350MW in the interest of breaking the company`s monopoly. The state-owned Ukrinterenergo has taken over the export of the electricity, but the company has no cross-border capacity with Hungary.  Ukraine`s transmission system operator Ukrenergo has tired to convince its Hungarian counterpart Mavir to free up some cross-border capacity, but to no avail.  The matter is being taken to Brussels.
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31. EU opposes gas cartel planned by Russia, Iran and Qatar

The European Commission has voiced opposition to a plan by Iran, Russia and Qatar to form an OPEC-style gas cartel to control world gas prices. The plan would restrict competition, “gas needs to be traded in a free market where supply sets the price”, Ferran Tarradellas, the European commission spokesman for energy, said on 22 October. The plan was discussed on 21 October by energy ministers from Iran, Russia and Qatar together with Aleksei Miller, the head of Russia's Gazprom. The issue will soon be discussed by their foreign ministers. The idea was first mooted by Ayatollah Ali Khamenei, Iran's supreme leader, in January last year, and Iran's oil minister, Gholam Hossein Nozari, stressed the importance that Iran places on the project, saying on state TV that the three countries will “seriously pursue the formation of an organisation of gas exporting countries”.

The three countries control 60% of the world's gas supplies, but only Russia is a major supplier to the EU, providing EU member states with around 37% of the gas they import. The EU imports no gas from Iran. Just under 2% of its gas comes from Qatar. After Russia, Algeria and Norway are the most significant providers of gas to Europe. At the meeting, Iran was the country most vociferous in its call for prices to be fixed, while Russia and Qatar talked more of co-operation on pipeline projects, a source close to the debate said. Forming a cartel may not be straightforward since gas markets are not as liquid as oil markets. While oil is traded on an exchange that continuously updates market prices based on supply and demand, gas markets are based on long-term contracts of up to 25 years. Oil can also be transported more flexibly, in many cases by ship. Gas, by contrast, is overwhelming delivered via pipelines, which require heavy investment. That in turn makes long-term contracts necessary.
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32. Commissioner Piebalgs plans a diplomatic Nabucco tour

Ferran Tarradellas Espuny, a spokesman for the Commissioner Piebalgs, told the European weekly New Europe the EU Energy Commissioner plans to visit Turkey, Georgia, Azerbaijan and Turkmenistan in support of the planned natural gas route from Turkey. "We are going to publish a diary of the trip," the spokesman said. "In his blog we are going to make a daily entry from the commissioner explaining his experiences in this country." The Western-backed Nabucco project is seen as a way to ease European dependence on Russian natural resources. It is rivaled by the South Stream project, a German-backed pipeline from Russia. Piebalgs says the Nabucco pipeline is necessary for energy security in Europe. He hopes to receive political pledges of support from various governments during his visit, the spokesman said. The Commissioner is scheduled to depart for his trip November 5.
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Industry
33. EU proposes salvage plan for Poland’s shipyards
Europe's competition commissioner Neelie Kroes has proposed a salvage plan for two troubled communist-era Polish state-owned shipyards which would put them up for sale on the free market.

"The assets of both shipyards would be pooled and put up for sale in an open, unconditional tender," Kroes told Poland's leading Gazeta Wyborcza daily in an interview published on 17 October. The shell company that would remain could use the revenues from the sales to pay of the debts to the state and would later be liquidated," she said. Whoever would acquire the shipyard could carry on business without the huge burden of having to refund the public subsidies the shipyards received for years, the commissioner said. Kroes also said she did not think the Polish government's salvage plan involving two private investors insisting on more government subsidies would be accepted by the commission. Poland's Prime Minister Donald Tusk said that an agreement between the European Commission and Poland was in sight to save the Baltic sea shipyards of Gdynia and Szczecin which are now sinking in debt. "Seeing our determination, the European Commission and the commissioner (Neelie Kroes) do not want to give us a negative answer and want to find another positive solution," Tusk said during a press conference at an EU summit in Brussels. "We will try to take the path the commissioner and the entire European Commission have indicated... to retain the parts of both shipyards that can work the most efficiently and clear their debts," Tusk said. According to Tusk, the Commission's solution would require Poland to make certain legislative changes which he vowed his government would address as soon as possible. Owned by the state, two communist-era yards in Gdynia and Szczecin are mired in debt and threatened by bankruptcy under EU competition regulations. Under the Polish government's salvage plan sent to the Commission on September 12, Ukraine's powerful Industrial Union of Donbass (ISD) has bid to acquire the Gdynia yard, while Mostostal Chojnice-Ulstein, a Polish-Norwegian consortium, is interested in the Szczecin yard. But both investors want more public subsidies from the Polish government in order to push ahead with their privatisation and restructuring plans, risking rejection by the commission, which regulates competition in Europe.

Should Brussels fail to approve the restructuring plans or agree an alternate rescue package with Warsaw, the yards -- under EU competition rules -- will be required to repay 2.1 billion euros (three billion dollars) in public subsidies and so face bankruptcy. A third yard in Gdansk -- the historic cradle of the Solidarity union that defeated communism in Poland in 1989 -- was taken over last year by ISD. Kroes told Gazeta Wyborcza "a separate plan" was needed to deal with the public subsidy debt accumulated over the years by the Gdansk yard. The commissioner said it was likely that an agreement could be struck if both sides would demonstrate flexibility good will.
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34. Reach: additional substances exempted from registration

A number of additional substances have been exempted from registration under the EU's new chemical legislation REACH. Reviewed annexes IV and V of the legislation - which set out substances and groups of substances that are exempted from registration, evaluation and downstream user provisions of REACH – were adopted by the European Commission on 15 October. The review was carried out by the European Commission and involved Member States and other stakeholders over a 12-month period. As a result of the review, the list of those substances that will not need to be registered was expanded to include certain vegetable and animal oils, fats and waxes, as well as certain types of glass and ceramic frits. Three substances, Vitamin A, carbon and graphite, were removed from the list of exemptions and will be subject to registration. Manufacturers or importers of chemicals have to pre-register them by December 1 if they want to continue manufacturing or importing. Only firms that have pre-registered chemicals will be able to benefit from staggered registration deadlines. REACH (Registration, Evaluation, Authorisation and Restriction of Chemical Substances) aims to improve the protection of human health and the environment through the better and earlier identification of the intrinsic properties of chemical substances. The REACH Regulation gives greater responsibility to industry to manage the risks from chemicals and to provide safety information on the substances. For more information on the REACH reviews please go here. 
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35. Eurozoe industrial output bounces back in August
Factories and refineries in the 15 nations that use the euro ratcheted up production in August despite growing economic problems, according to official EU data on 14 October. Industrial output in the eurozone rose 1.1 percent in August from July but was down 0.7 percent over the same month in 2007, the European Union's Eurostat data agency said. The figures, adjusted for seasonal variations, met economists’ expectations for output to rise 1.1 percent over one month and beat forecasts for a fall of 1.6 percent over one year, as polled by Dow Jones Newswires. They marked an improvement after industrial output eased 0.2 percent July over one month and fell 1.2 percent over one year, according to revised figures. The better August showing was driven by higher output of partly finished goods and goods used to make other products. Meanwhile, industrial output in the 27-nation EU rose 0.5 percent over one month in August but fell 1.1 percent over one year.
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Financial Services
36. NBU: foreign share of Ukraine’s banks reached 39.8%

The share of foreign capital in the charter capital of Ukrainian banks grew to 39.8% in September from 35.9% in August, according to the National Bank of Ukraine. The total registered charter capital of Ukrainian banks grew by 0.3% or UAH183 million in September, to UAH60.293 billion.
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Agriculture

37. Ukraine harvested over 47 mln tonnes of grain
As of October 13, Ukraine harvested 46.13 mln tonnes of grain, an increase of nearly 70% compared to the same date of 2007, according to the Ukraine’s Ministry of Agrarian Policy.  Ukrainian agrarians harvested grain and legumes throughout 13.6 mln ha or 88% of planned areas. An average yield totals 34.7 c/ha as opposed to 22.1 c/ha in the previous year. Maize harvest totaled 3.25 mln tonnes throughout 0.77 mln ha (30% of planned areas) with an average yield of 42.2 c/ha.  According to the Ministry, agrarians also harvested 263.000 tonnes of buckwheat throughout 248.500 ha, 229.600 tonnes of millet throughout 134.200 ha, 51.500 tonnes of rice from 9.400 ha areas, 246.300 tones of soybean throughout 160.700 ha.  As of October 13, the farmers harvested 4.27 mln tonnes of sunseed throughout 2.81 mln ha with an average yield of 15.2 c/ha. 
Ukraine continues winter crops sowing campaign. To date, Ukraine has sowed 6.26 mln ha or 86% of planned areas with winter crops, including 1.28 mln ha of winter rapeseed (100% of planned territory). Winter grains sowed areas totals 6.39 mln ha or 86% of planned territory, including 5.39 mln ha of winter wheat.
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38. Deadly bird flu virus found in Germany
German authorities were culling poultry at a farm in Germany after the discovery of a case of the deadly H5N1 bird flu virus, the European Commission announced on 9 October. It is the first case of the highly pathogenic avian influenza at a farm in the European Union this year, although in February there was a confirmed outbreak among wild birds in Britain. The H5N1 strain which first emerged in Asia in 2003, has caused some 245 deaths in humans since then, with Indonesia and Vietnam among the worst hit countries, according to World Health Organisation figures. Scientists fear that H5N1 will eventually mutate into a form that is much more easily transmissible between humans, triggering a global pandemic. The German authorities informed Brussels on 8 October of the outbreak in Saxony, near the Polish border, and have set up the required "risk areas" around the outbreak, the commission said in a statement.The German authorities have also culled all poultry on the farm including some 1,350 geese and ducks and 65 chickens and turkeys. The commission said the Germans had applied all the necessary measures to deal with the outbreak, including setting up a three kilometre radius protection zone -- with very strict rule on entering and exiting of animals and people -- and a wider 10 kilometre surveillance zone.

Secretariat Comments: Source: Agence France Presse
Keep an eye on this 

Yes    □
No    □

Further action needed 
 
Yes    □
No    □

Member comments:



Transport

39. The EU Transport Council results

The European ministers responsible for transport, meeting in Luxembourg on 9 October under the presidency of Dominique Bussereau, the French Minister of State for Transport, decided jointly to take a decisive step towards the safe and sustainable development of transport. Following positive and productive discussions, the ministers agreed unanimously on the need to act together to improve maritime safety by giving their agreement on the last two proposals of the Erika III package, comprising the proposed directive on flag state requirements and that on ship owners’ insurance. The ministers also made a commitment to ratify by 2012 the International Maritime Organisation’s (IMO) international agreements. The consensus reached marked a crucial stage allowing the general aims of the package relating to maritime safety to be upheld, confirming the will of the Member States to engage in constructive dialogue with the European Parliament. Thus, the conditions have been met for a rapid adoption of the maritime safety package. The transport ministers unanimously reaffirmed their determination to take action to improve road safety. The debate confirmed their common intention to halve the number of fatal accidents within 10 years. The ministers expressed their will to continue working towards achieving a sustainable and effective European instrument for a cross-border application of the legislation. Air transport will also make its contribution to the objective of developing a sustainable Europe, with transport ministers giving their support to the inclusion of aviation in the Community Emissions Trading Scheme (ETS). Furthermore, ministers gave the go-ahead to the launch of the development phase of the SESAR programme, a system for air control falling under the technological umbrella of the ‘Single European Sky' package, which will authorise further progress in the area of limiting the impact of air traffic upon the environment.
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40. The EU airlines must display real ticket price

A new EU regulation that enters into force on 1 November obliges airlines to include all taxes and charges in their published ticket prices and to apply the same price for a flight when bought in different countries. "Fair competition is the key to success: with price transparency, passengers will know in advance how much they are going to pay and will be able to make informed choices," EU transport commissioner Antonio Tajani said on 30 October.The new regulation also bans tickets from being priced differently based on the place of residence of the customer or of the travel agent.

At present, it is possible to book the same seat on the same flight at the same moment, but at a different price depending on where the ticket is being bought or where the customer comes from - using information from her credit card number. Websites advertising low-cost tickets without clearly specifying the final cost after all fares, charges, taxes and fees are applied will also be banned. Optional price supplements will have to be communicated in a "clear, transparent and unambiguous way" at the start of any booking process and their acceptance by the customer shall be on an "opt-in" basis. In May, the European Commission found that one out of three consumers are getting ripped off when they buy aeroplane tickets online. The main issues identified were misleading prices – found on 58 percent of the checked websites, and unfair contract terms such as missing or wrong language versions, or pre-checked boxes for optional services – found on 49 percent of the sites. Those websites represent 80 airline companies, both "larger brand" names and less known ones, but Brussels could not name them, due to legal restraints in most EU member states that do not permit publishing the names of companies under investigation. Only Sweden and non-EU member Norway have provided lists of companies - including Europe's largest low-cost carrier Ryanair, Finland's Blue 1 and Austrian Airlines - where irregularities have been found.

The new regulation also lays down rules for granting of licences and control of airlines, in order to "ensure safety and prevent bankruptcies." It obliges member states to suspend or revoke the operating licence of an air carrier that no longer fulfils the requirements of the EU regulation, including based on financial information meant to reduce bankruptcy rates of new air carriers.

The commission is also abolishing the last restrictions that exist in bilateral agreements between member states for air transport services within the EU. In particular, airlines will be able to freely operate aircraft and crew leased from another EU country.
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41. A new terminal contruction started at Kyiv’s Boryspil airport 

The construction of a new D passenger terminal has started at Boryspil International Airport. The terminal will be built by the Turkish Dogus/Alarko/YDA Company. "I'm glad that at last we finished the red tape part of the construction and transferred to practice. We have a clear plan on the reconstruction of the airport, and we plan to bring it to the level of one of the best [airports]," Ukraine’s Transport and Communications Minister Yosyp Vinsky said at the ceremony devoted to the start of the terminal construction.
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