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From Overproduction to Opportunity

EU Leadership inthe Plastics Treaty

Europe’s Plastics Challenge

The European plastic industry and markets are in turmoil. In the EU, the production of plastics and
recycled postconsumer plastics has been steadily declining in recent years. An industry report
shows that between 2022 and 2023, production fell by 8.3 percent and 7.8 percent, respectively.’
Simultaneously, EU-based facilities,? including TotalEnergies’ steam cracker in Antwerp,® have

closed, citing overcapacity.

The decline coincides with a growing body of scientific, health, environmental, and human rights
reportsoutlining the dangers plastics pose to the climate, human health, and the environment. The
world is waking up to the need to address the plastics crisis, beginning with production. The
financial sector has not been immune — there have been growing calls from financiers* and
investors, with one group sending a letter to governments asking them to act on the increasing
volumes of plastic produced at source, including upstream measures that address plastic
production.’

In March 2022, UN Member States adopted Resolution 5/146 at the United Nations Environment
Assembly with the aim of establishing an intergovernmental negotiating committee (INC) to
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develop a Global Plastics Treaty that addresses plastic pollution. The fifth scheduled round of
negotiations for the Plastics Treaty, held in Busan last year, concluded without a finalized text.
Now, with the resumed fifth session (INC-5.2) set to start in Geneva on August 5,” there is a new
opportunity to deliver a Plastics Treaty that actually lives up to its promise to end plastic pollution.
For this to happen, the Plastics Treaty will need to address the full life cycle of plastics, including

plastic production. Accordingly, including caps or limits on primary plastic production® — as seen
in Article 6 of the Revised Chair’s Text? dated December 1, 2024 — is a key element of ensuring the
treaty’s success.

These provisions, along with those restricting chemicals of concern in plastic products, are also
among the most controversial in the negotiations. The EU, together with other countries in the
High Ambition Coalition,' remains supportive of such provisions," while major oil-producing
countries have been opposing them." If included in the final treaty text, such measures would be
consistent with the mandate adopted at UNEA-5.2, aiming to end plastic pollution through a
comprehensive approach that addresses the full life cycle of plastics.

When UN Member States convene for INC-5.2, Denmark will hold the Presidency of the Council of
the European Union. The Danish government has already indicated that leading the EU to deliver
on a Plastic Treaty is among its priorities.” Therefore, it is essential to examine the EU’s potential
leadership role in the negotiations, as well as to gain a better understanding of the EU’s plastics
production landscape.

Bursting the Competitiveness Bubble

Plastic production is expected to increase by 70 percent by 2040 compared to 2020 globally, with
much of that growth occurring in the Global South.' Still, the petrochemical industry is far from
financially healthy, and signs of a market slowdown have been evident for some time. Projects that
were planned during periods of growth now appear far less economically attractive as the industry

“Second Part of the Fifth Session (INC-5.2),” United Nations Environment Programme (UNEP), accessed July 29, 2025, https://www.unep.org/inc-plastic-
pollution/session-5.2.

Daniela Duran Gonzalez, Reducing Plastic Production to Achieve Climate Goals: Key Considerations for the Plastics Treaty Negotiations, (Center for International
Environmental Law [CIEL], 2023), https://www.ciel.org/wp-content/uploads/2023/09/Reducing-Plastic-Production-to-Achieve-Climate-Goals_Sept2l V5.pdf.
Intergovernmental Negotiating Committee to Develop an International Legally Binding Instrument on Plastic Pollution, Including in the Marine Environment,
Chair’s Text, December 1, 2024, art. 6, https://wedocs.unep.org/bitstream/handle/20.500.11822/46710/Chairs_Text.pdf [hereinafter Chair’s Text].

“End Plastic Pollution by 2040,” High Ambition Coalition to End Plastic Pollution, accessed July 29, 2025, https://hactoendplasticpollution.org.

European Commission, “EU Regrets Lack of Conclusion on Global Plastics Agreement,“ press release, December 2, 2024,

: i i i i ; French Ministry for Ecological Transition, Biodiversity,
Forests, Marine Affalrs and Flsherles “Global Plastlcs Treaty 96 States Endorsed the Nlce Wake Up Call,” press release, June 10, 2025,

“Plastics,” Orgamsatlon for Economic Cooperation and Development (OECD), accessed July 29, 2025, https: ZZWWW oecd. orgzen[toplcs[plastms html.

2


https://www.unep.org/inc-plastic-pollution/session-5.2
https://www.unep.org/inc-plastic-pollution/session-5.2
https://www.ciel.org/wp-content/uploads/2023/09/Reducing-Plastic-Production-to-Achieve-Climate-Goals_Sept21_V5.pdf
https://wedocs.unep.org/bitstream/handle/20.500.11822/46710/Chairs_Text.pdf
https://hactoendplasticpollution.org/
https://environment.ec.europa.eu/news/eu-regrets-inconclusive-global-plastics-treaty-2024-12-02_en
https://www.ecologie.gouv.fr/en/rendez-vous/nice-wake-up-call-for-an-ambitious-plastics-treaty
https://www.nytimes.com/2024/11/30/climate/saudi-arabia-global-plastic-treaty.html
https://danish-presidency.consilium.europa.eu/en/programme-for-the-danish-eu-presidency/programme-of-the-danish-eu-presidency
https://danish-presidency.consilium.europa.eu/en/programme-for-the-danish-eu-presidency/programme-of-the-danish-eu-presidency
https://www.oecd.org/en/topics/plastics.html

is showing signs of a sector-wide decline.” In an October 2024 analysis, the Institute for Energy
Economics and Financial Analysis (IEEFA) attributes this to a few key factors:'®

e Slowereconomicand GDPgrowth, includingin China, India, and the US—all sector leaders
e Anaging and poorer population in China, which had previously been driving demand

e Theincreased availability of sustainable product alternatives is taking a larger share of the
market

Globally, polypropylene demand growth has also been slowing down.'” At the same time, European
polymer production facilities are operating at unsustainably low capacity rates,' thus increasing
operational costs and shrinking profit margins.

The European chemical industry trade association, Cefic, has identified ongoing weak demand asa
top problem.” However, a lack of demand cannot be addressed by increasing production or
building more facilities. Reducing production is the most sensible economic approach, as
overcapacity is already harming profit margins and straining infrastructure.

The Cost of Doing Business: Regulation

The European plastic and chemicals industries have been vocal about the loss of business and
competitiveness,?® arguing that the EU’s heavy regulatory burden, as well as the lack of a single EU
market, were largely to blame.* Going far beyond its initial recommendations, businesses across
the EU have used the arguments in the Draghi Report® to support demands for regulatory cuts

across several sectors and calls for policymakers to “get rid of excessive bureaucracy.”?**

When examining competitiveness across regions and sectors, Cefic highlights the loss of
competitiveness vis-a-vis other countries and regions, such as the US or China.** True
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competitiveness, however, should not be considered independently from externalities or other
associated costs.

For instance, US federal regulatory costs are substantial, reaching approximately $3 trillion in
2022, which accounts for roughly 12 percent of the US GDP, according to a recent industry
estimate.” This figure does not account for specific costs associated with petrochemicals,
particularly plastic production, such as plastic pollution?® or greenhouse gas emissions,*” whose
impacts on climate, the environment, and human health?® are often difficult to quantify. In the US,
the disease and social costs associated with plastic are estimated to account for 1.22 percent of
GDP.? A study conducted by Cefic, comparing factors affecting the sector in different regions,
shows that there is not a wide difference in regulatory costs between the EU and the US. It confirms
that one of the main issues for European companies remains weak demand while global capacity
continues to expand, despite low profitability, generating uncertainty.*°

Whileimplementing the EU’s environmental legislation may be costly, it also means that socialand
environmental externalities are better integrated into legislation. Failure to implement EU rules
properly creates additional environmental, economic, and social costs.*

The Worldis Moving on: Declining Demand

At the EU level, the European Commission has placed a strong emphasis on competitiveness in its
work program and has clearly stated the intention to support European industries in the
decarbonization process,*? especially following the Antwerp Declaration.?

The European Commission has also recognized low demand as one of the key issues impacting the
sector in their European Chemicals Industry Action Plan.** However, the proposed set of actions
goes in the wrong direction by aiming to revive the European industry.* The chemical industry
itself acknowledges that increasing utilization rates without additional plant closures is
challenging.?*® However, the Action Plan does not mention the possibility of managed downscaling
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of production or a roadmap for a just transition of the sector’s workers, but instead aims to
maintain current production levels.

While the global plastic market might still experience some growth in the long term, the EU is the
proverbial canary in the coal mine, finding itself ahead of the trend. Between overcapacity and
shifting demands, the global plastic market is entering a new phase of structural decline. On its
own, the market cannot self-regulate, and the industry’s demands®” on the EU and its national
governments to support continued production are disconnected from the economic and market
realities.

The Global Plastics Treaty presents an opportunity to stabilize markets by aligning production
with realistic demand forecasts, thereby mitigating the risks associated with continued expansion
and low utilization rates.

The Real Competitive Move:
A Precautionary Pause on New Production Facilities

UNEA Resolution 5/1438 recognizes that the goal of the scope of the future plastics treaty involves
a holistic approach that addresses the full life cycle of plastics, including primary plastic
production. However, addressing the pollution problem is impossible without tackling the issues
of overproduction and overcapacity. If the provisions are designed in a sound and ambitious
manner, the Plastics Treaty could be a significant opportunity to develop mechanisms that manage
production levels in a fair and transparent manner, thereby avoiding protectionist responses and
promoting a stable and equitable global trading environment.

Even if the text is finalized in Geneva, it will be some time before the Plastics Treaty opens for
adoption, enters into force, and countries begin to implement its provisions. In the meantime,
instituting a precautionary pause on expanding production capacity through new or enlarged
plastic production facilities will be essential for meeting the treaty’s objectives and aligns with
potential future requirements for freezing and gradually reducing production levels.

EU and Member State Recommendations:
INC-5.2 and EU Policy

With the recent Chemicals Industry Action Plan, the European Commission has clearly stated its
intention to support the sector in regaining ground. Supporting a strong and legally binding Global
Plastic Treaty that includes supply-side measures (Article 6 of the Revised Chair’s Text*’) and other
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plastic product and chemicals restrictions (Article 3 of the Revised Chair’s Text*’) would positively
impact the industry and beyond.

To advance a Plastics Treaty that meaningfully addresses plastic pollution across the life cycle —
while supporting the EU’s objectives of reducing plastic pollution, implementing a circular
economy, and rebalancing supply and demand in the market — we recommend the following
actions:

e Support a strong, dedicated provision* to control and eventually reduce primary plastic
production in the Global Plastics Treaty.

e Develop a managed phasedown to sustainable levels. A carefully managed phasedown
will enable effective measures throughout the rest of the plastic life cycle, particularly in
supporting circular products and systems, reducing dependence on virgin plastic, and
lowering waste management costs.

e Create conditions that foster more stable prices and avoid protectionist measures with
countries such as China,*” whose production currently competes with EU production.

e Avoidanynewdirect orindirect petrochemical buildouts. No additional petrochemical
capacity should be added to the EU, and the EU should avoid subsidizing buildouts abroad
to prevent further overcapacity, meet climate targets, and support the transition away
from fossil fuels.

e Implement a precautionary pause on expanding production capacity through new or
enlarged plastic production facilities ahead of full implementation of the Plastics Treaty.

e Look beyond measures that address plastic production to other measures along the full life
cycle by advocating for a coordinated global phaseout of single-use plastics in the
Plastics Treaty. Such a step aligns with the EU’s existing regulations and would help
consolidate the transition towards a circular economy, while also addressing the global
plastic pollution crisis.
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