United States Nonpaper on EU Chemicals Policy
I.  Background:  The European Commission adopted a White Paper in February 2001, which outlines a new policy for chemicals regulation called “REACH”: registration, evaluation, and authorization of chemicals.  REACH seeks to close information gaps in both existing and new chemicals data (in total over 30,000 chemicals).  It also extends data requirements to downstream users of chemicals.  Virtually every industrial sector could be impacted by the new policy. 

The European Council and the Parliament endorsed the White Paper, and Leaders requested implementation by 2004.  The Commission is expected to propose draft legislation this Summer, which will be subject to co-decision.  The Commission established working groups to advise on matters related to the legislation.  While a diverse group of stakeholders participated, there is a perception that some views have not been heard by key policymakers. 

II.  U.S. Position:  While the United States fully supports the EU’s objective to protect human health and the environment, there are concerns that the new policy could have significant trade implications for U.S. chemicals and downstream products. The EU’s White Paper outlines what appears to be a costly, burdensome, and complex regulatory system, which could prove unworkable in its implementation.  The system could present obstacles to trade in chemicals - 9% of total world trade - possibly distorting global markets for thousands of products.  The United States is also concerned that the White Paper approach represents a move by the EU away from greater coherence of chemical regulatory approaches among OECD countries.

III.  Concerns with the EU policy include:
· Increased costs: Testing costs (average $250,000 per chemical) - which would apply to all chemicals, even those on the market for decades - will total Euro 9 billion, according to a UK Institute for Environment and Health study.  Costs will increase not only for businesses, but also for government regulators.

· Unrealistic time lines for testing: The UK study estimates that the EU would need to extend its time line by 36 years, to 2048, to accomplish the minimum level of testing.
· Unwarranted increases in animal testing: The same UK study estimates that nearly 13 million animals will be required for testing under the proposed system.  
· Adverse impacts on innovation and competitiveness:  The EU’s proposal would make Europe the most expensive place to bring a chemical to market - and keep it on the market - which could divert innovation offshore and further reduce the competitiveness of the EU industry.  Four times as many new chemicals are brought to market in the United States as in the EU each year.
· Negative impact on jobs: Increased costs and administrative burdens for marketing chemicals in the EU could disrupt product lines and/or result in plant closures, endangering the millions of EU jobs in this sector.
· Reduced Consumer Choice: Authorization component could remove useful chemicals from the market, which could in turn impact hundreds of products. Examination of just four commercially important chemicals on the authorization list shows that $8.8 billion worth of downstream products are at risk for bans or severe restrictions under the new system. 
·  WTO inconsistency: The EU approach, particularly the suggestion to regulate chemicals contained in products manufactured outside the EU (e.g., dyes used in manufacturing textiles), raises significant concern with regard to World Trade Organization (WTO) rules, and may prove more trade restrictive than necessary.  

· Disproportionate impacts on small and medium businesses: SMEs, which account for 96% of the European chemical industry, generally produce specialty chemicals in smaller volumes.  SMEs could end up paying more per ton produced to comply with the new system than large multinationals that sell in huge volumes.  Increased administrative burdens are more difficult for SMEs to deal with as well.  
· Arbitrary discrimination: Under the new policy, authorities may force substitution of certain chemicals for others that have been deemed “safer.” It is unclear whether this could be implemented without resulting in arbitrary discrimination.
· Overly narrow exemptions: While the R & D exemption is improved over current EU practice, it could be expanded further to encourage innovation, particularly in more environmentally friendly products. It is unclear if provisions will be available to exempt polymers and other low-risk chemicals from the new requirements. 

· Movement away from international regulatory harmonization: The EU proposal goes further than any other OECD country’s chemical regime, and appears to require new and additional testing of chemicals beyond current OECD initiatives.  This move could undermine efforts to create a coherent scheme for international chemicals management. 
· “Precautionary principle:” Invocation of the “PP,”  particularly where data are unavailable or delayed, could provide cover for politically-motivated bans and other severe restrictions.
· Developing countries:  While most developing countries are net importers of chemicals, many are major exporters of products that contain chemicals.  Toys and textiles are two such products that the EU appears to be targeting under its new proposal.  Developing country exporters may have difficulties complying with the complex new requirements.

IV.  U.S.-EU Cooperation: The United States government and interested stakeholders are working closely with the European Commission to ensure transparency and to effect a balanced regulation that protects the environment and human health without unnecessary distortions to trade and competitiveness. We are also interested in engaging the EU member state authorities in discussion on the new chemicals policy, as member states will maintain regulatory authority. We seek increased coordination among U.S. and EU regulators and more coherent regulatory approaches. The United States is hopeful that increased cooperation and dialogue early on in the EU legislative process will lead to more effective, protective, and balanced regulation in the end. 

