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UNICE/Cefic proposal for an improved extended impact assessment 

of REACH  
 
On 29 October 2003, together with the REACH proposals, the European Commission issued 
an Extended Impact Assessment of REACH. With this study the Commission follows the 
recommendations set forth in the “Communication from the Commission on Impact 
Assessment, COM (2002) 276” of 5 June 2002.  
 
The Commission’s impact assessment is a welcome first step. However, an improved 
extended impact assessment comprehensively addressing the economic, social and 
health/environmental impacts remains necessary. The aim of such an assessment is first and 
foremost to identify elements in the REACH-proposals that hamper the launch of a smooth 
and cost-effective system, and that should be simplified, whilst safeguarding the benefits. 
Impact assessment work conducted so far has helped to make important adjustments in the 
proposals (e.g. polymers, intermediates, reduced requirements 1-10 tonnes). It will ensure 
that all European Union stakeholders benefit from the introduction of workable, simple and 
cost effective legislation. 
 
As regards the social and economic impact there is especially a need to better evaluate the 
indirect and induced impacts, including effects on downstream users, employment, 
innovation, investment and growth. The economic and social impact on the accession 
countries have also to be taken into account, together with WTO and broader trade aspects. 
 
The impact assessment should be based on an open and dynamic economic model that 
takes into  account international competition and information from economic operators about 
their reaction to increased costs or changed regulatory requirements. There is also a need to 
better establish the exact benefits of the proposed legislation.  
 
As a part of the improved impact assessment further case studies of subsectors should be 
launched in the chemical industry (e.g. paints, adhesives) and downstream the value chain 
(e.g. paper, leather, electronic, automotive, aerospace sectors). These case studies should 
be undertaken with an open mind, drawing on the results of all available business impact 
work.   
 
When put in place, the operation of the REACH system should be monitored on a continuous 
basis to identify provisions that do not work as well as unanticipated effects so as to remedy 
these immediately. Clarity on which substances will disappear from the market will help 
companies to react in a timely manner.    
 
UNICE and Cefic propose that the attached methodology is being used to carry out the 
additional work on the impact assessment that is needed to demonstrate (1) that simplified 
proposals can lead to a cost-effective implementation whilst keeping the benefits and (2) 
what the broader economic and social impacts are.  
 



 
 
 
Comment on the “Extended Impact assessment” COM (2003)644 final of REACH 
presented by the Commission 
 
 
 
Comments on the methodology used for the Commission Impact Assessment 
 
The microeconomic study conducted by the Commission relies on a general equilibrium 
(later GE) modelling approach. Some experts have expressed their positive opinion about 
this model. We have no reason to contradict these experts. However, as well as these 
experts have pointed out, we would like to stress the importance of the hypotheses used and 
the need for a macroeconomic approach  The hypotheses and input used in a model are 
often far more important than the model itself. 
 
Therefore we would like to make four main comments, not concerning the microeconomic 
model itself but on the hypotheses and input used. 
 
 
Closed economy 
One of the underlying assumptions is the fact that Europe is considered as a closed 
economy. For the actors of the Chemical industry as well as the downstream users it is 
clearly not a realistic hypothesis – over the last ten years we have seen in almost every sub-
market the constant progress of Asian competitors on the world market.  
Typically if the production of a particular substance is stopped in Europe due to the cost of 
REACH, its potential substitute could well (and probably will) be produced in Asia. It is also 
clear that due to international competition, chemical producers in Europe will neither be able 
to increase their price nor to transfer the cost of the implementation of REACH to their clients 
outside Europe. 
Similarly a downstream user using specialty chemicals to supply third country markets could 
well relocate his facility to outside Europe. In this way, he can continue to use non European 
registered substances in order to remain competitive and innovate without restriction. 
 
This difference in hypothesis regarding international competition explains for most of the 
difference between the Commission assessment and the Mercer or Arthur D.Little studies. 
 
 
Non differentiating approach 
The commission approach is founded on the hypothesis that all companies in a chemical 
sub-market will react in the same way to the new regulation. 
In reality, the cost of REACH will be highly concentrated on a few market segments, such as 
specialty, fine chemical producers and formulators. 
A rough analysis shows that 20% percent of the chemical industry will carry 80% of the direct 
cost – leading to a far higher impact on these segments, resulting in a larger number of 
substances being withdrawn and on larger number of plant closures. This potential outcome 
will be even more sensitive for the new accession countries. 
 
 
Overall Economic and Social Impact  
The regulation will have three types of effect: direct, indirect and induced impact.  

• The direct impact is typically: impact on cost of the chemical industry, impact on 
production and market share, impact on employment of the chemical industry. 

• The indirect impact is typically the impact on the downstream users 



• The induced impact is typically the consequence for an economic area of the 
decrease in activity of specific sectors (chemical and downstream users) 

The study of the Commission addressed the first two aspects to some extent, but focuses too 
heavily on the cost aspect only. By experience this induced impact is often an order of 
magnitude higher than the direct cost. 
Two important factors, employment and investment, were not analyzed in the assessment of 
the Commission. The impact of the new regulation on investment both in the chemical 
industry and on the downstream sectors is likely to be huge. 
 
 
Quality of the input 
No reality checks have been made with industries. In particular, regarding the number of 
substances that could be withdrawn from the market, we understand that the Commission 
has not carried out any field analysis to validate its hypothesis (1-2%). 
The chemical industry is overall extremely fragile, especially SMEs, and only an analysis of 
their product portfolio can demonstrate which part will remain and which part will be 
withdrawn.  
 
 
Way forward 
Our proposal is that a comprehensive impact assessment study be carried out on a 
European basis, with the following elements: 
 
1. Methodology 
The basic model developed by the Commission can be taken as a basis, however with some 
major changes: 
 

- Consider Europe as an open economy 
As a key hypothesis, the European economy should be considered as open and 
therefore for each market segment the loss of production should be evaluated. This 
result will be a key input for a macro-economic model. 
 
- Adopt a macro economic model to evaluate global impact (direct, indirect and 
induced impact), impact on employment and investment. 
The value of a macro economic model is to incorporate the various data such as the 
cost impact for various segments, the production loss (chemical industry and 
downstream users) in a comprehensive model which will evaluate year after year the 
impact in terms of employment, investment and impact on the European “GNP” 
 
- Improve the quality of input by incorporating field data and other relevant 
information coming from the analysis of company product portfolio. 
We do consider it is essential to differentiate between various chemicals segments 
and downstream users sectors – in particular we do suggest to carry out detailed 
analysis of sub-segments such as performance additives for textile, paper, plastics, 
water treatment, paints, adhesives, etc… (i.e. substances used for less than 5% to 
deliver a specific performance). This approach will allow the incorporation of the 
various data coming from the existing studies and collecting additional data and thus 
a better understanding of the impact of the regulation. 
   

2. Steering of the study 
Due to the sensitivity of this study and the issue at stake, we believe it’s necessary to 
facilitate the best possible cooperation between the various stakeholders in order to develop 
a consensual impact assessment. 
In a classical way, representatives of all stakeholders should participate in a steering 
committee. 
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