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Are safe chemicals really too costly?

There have been manifold studies trying to assess the costs and benefits of REACH. For a long time, the
discussion was dominated by one-sided industry studies solely looking at business costs. The industry studies
systematically disregarded the costs for worker's health, public health and the environment due to inaction or
ineffective chemical legislation. As a consequence, their studies disregard the benefit side (improvement for
worker's health, public health and the environment) due to better chemical legislation.

These one-sided studies made a significant impact on the discussion until it became clear that they were grossly
exaggerated and completely flawed in their methodology.' (For more detail on the studies done by Arthur
D.Little on behalf of the German Industry Federation, see separate briefing). In the meantime, there is wide
agreement about the approximate costs and benefits of REACH.

Costs in perspective — some figures

1. Direct costs (i.a. testing, registration) over 11 years?: €2,3bn
Annual direct costs: € 210 miolyear
a) Annual sales chemicals industry 2004°: € 401 bn (excluding pharmaceuticals)

annual direct REACH costs = 0,05 % of annual sales of chemicals industry

Will it cripple the industry if it has to spend 0,05 % of its turnover for 11 years to establish base data on
chemicals? Should it not have done so long ago?

2. Indirect costs (costs to downstream users)“: €0,5-2,9 bn
Total direct and indirect costs over 11 years: €2,8-52bn
Annual total costs: € 255-472 mio

a) Annual sales of manufacturing industry: €5200 bn

annual total REACH costs = < 0,01% of annual sales of manufacturing industry

If total costs are looked at, the relative costs of REACH become even less significant.

German Advisory Council on the Environment, July 2003: On the economic impact of the planned reform of European
Chemicals Policy, , http://www.umweltrat.de/english/edownloa/statemen/Stellung_Reach_Juli2003_eng.pdf, or
German Federal Environment Agenxy: "Negative economic consequences of EU Chemicals Policy are overrated"”,
http://www.umweltbundesamt.de/uba-info-presse-e/presse-informationen-e/pe00603.htm

Commission Extended Impact Assessment, http://europa.eu.int/comm/enterprise/reach/docs/reach/eia-sec-

2003 1171.pdf

Facts and Figures, The European chemical industry in a worldwide perspective, Cefic, Juli 2005, see
www.cefic.org/factsandfigures

Commission Extended Impact Assessment, http://europa.eu.int/comm/enterprise/reach/docs/reach/eia-sec-

2003_1171.pdf
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3. R&D spending of chemicals industry®: € 8 bn/year
annual direct REACH costs = 2,6 % of annual R&D of chemicals industry

Would it not be a good and very wise investment for the chemical industry to spend 2,6% of its annual R&D
budget into researching the properties and uses of the very chemicals they want to sell?

4. Exxon profits in 2004°: €19.4 bn
annual direct REACH costs = ca. 1 % of Exxon profits in 2004

The 2004 profits of Exxon alone could cover the direct REACH costs of one year 100 times.

Benefits in perspective — some figures
5. Benefits of REACH

Benefits to worker's health due to REACH: to € 3.5 billion over 10 years

This represents the savings from future occupational skin and non-malignant respiratory diseases
avoided by REACH. This is close to the average total costs of implementing the regulation for industry
as a whole.

Benefits to health: € 50 bn over 30 years

According to the Commission's Extended Impact Assessment, the benefits of REACH to public health amount to
ca. € 50 bn over 30 years. As such, the cost-benefit ratio compared to the maximum of total costs is around 1:10
for health alone.

Benefits to the environment: No estimates available

To get an idea of the environmental impact of chemicals, it is interesting to look at figures for clean-up. A study
by the Nordic Council of Ministers estimated the clean-up costs for PCBs alone to be at € 15 billion in the EU
25 (from 1971-2018)%. According to the study, if REACH can avoid one medium or five smaller chemical
misstep, but similar to the PCB-misstep, society would save at least € 7 billion, apart from savings from avoiding
health damages and irreversible effects on biodiversity and ecosystems.

The direct costs of REACH are minor when compared to annual turn-over, profits or R&D
spending. The total costs (direct and indirect) are even less significant, when compared to total
industry figures. At the same time, health benefits alone far outweigh the costs of REACH.

> CEFIC Horizon 2015: R&D spending in 2002: 1,9% of sales

¢ BBC 31 January 2005, http://news.bbc.co.uk/2/hi/business/4223573.stm

7 Further assessment of the impact of REACH on occupational health, University of Sheffield, 2005, Summary on
http://hesa.etui-rehs.org/uk/newsletter/filessNWSL-28-EN-sheffield.pdf

& Nordic Council of Minsters: Cost of late action - the case of PCB, 2004;
http://www.sweden.gov.se/content/1/c6/03/09/11/771d062f.pdf



	Costs in perspective – some figures 
	 
	Benefits in perspective – some figures 

