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Annex 9: Policy Options and Measures

WHAT IS THE BASELINE FROM WHICH THE OPTIONS ARE ASSESSED?

See below

DESCRIPTION OF THE POLICY OPTIONS

Option 1 - Business As Usual

The Baseline scenario consists of a continuation of existing policies, taking into account also ongoing
parallel work on related initiatives. Under the baseline, the Ecodesign Directive would continue to
exist in its current form, i.e. as described in detail in Annex 6: The current Ecodesign framework, and
with the limitations highlighted in the problem definition. The ecodesign working plan provides an
indication of the implementing measures that could still be expected to be adopted in the coming
years. However, because of the constraints explained in sub-problem 3, the number of new products
that could effectively be regulated by 2030 will remain limited, with existing resources being rather
focused on the necessary reviews of the most significant existing product regulations. In addition, a
number of related regulatory instruments are likely to be revised or newly introduced (e.g. on green
claims, empowering consumers, sustainable corporate governance, etc.). More details on these
initiatives is provided in Annex 14: Articulation with existing legislation and other initiatives. While
their adoption is not certain at this point, they are considered in a gualitative way whenever relevant
for the policy options being assessed. Furthermore, a set of EU voluntary instruments (e.g. Ecolabel,
Green Public Procurement, Environmental Technology Verification) and funding programmes for
innovation, research, development, and market uptake are expected to promote innovative products
and business models.

Option 2: Extension of the product scope of Ecodesign legislation

Sub-problem

1) Product design does not sufficiently take into SO1: Improve products sustainability
account environmental and social impacts over the life

cycle, including circularity aspects

2) Too difficult for economic operators and consumers
to make sustainable choices in relation to products

The Circular Economy Action Plan (CEAP) indicated that one of the key aspects of the sustainable
products initiative would be the extension of the Ecodesign Directive beyond “energy-related
products”. Option 2 follows the approach suggested in CEAP, which is based on the analysis reflected
in the Inception Impact Assessment and on previous preparatory work summarised in the Commission
Staff Working Document ‘Sustainable Products in a Circular Economy - Towards an EU Product
Policy’®. This SWD analysed the variety of policy tools relevant to improve products circularity. It

1 (SWD(2019)91)
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concludes that policy tools setting minimum requirements for sustainable performance of products are
less widely in place than other types of policy intervention. The main pieces of legislation identified
are the Ecodesign Directive, that covers only energy-related products, and the Packaging and
Packaging Waste Directive. In this context, the broader approach of Ecodesign, in comparison with
other product legislation setting requirements, forms an excellent basis for a framework on sustainable
products?. In addition, the framework already provided for some circularity provisions in product
specific rules; this was highlighted in the Ecodesign Working Plan 2016-2019 and materialised in
circularity provisions for a series of products in measures adopted in 2019. Thus, widening the current
framework to accommodate more products and new sustainability requirements is considered
reasonable. Finally, the Ecodesign Directive is widely recognised as an effective instrument for the
products it covers, as mentioned in the final report of the 2014 evaluation, enjoying wide support from
all types of stakeholders (industry, NGOs, MSs) and international recognition. The approach indicated
in the Inception Impact Assessment was largely supported by stakeholders providing feedback on the
1A (see Annex 2, Section 1) and the same approach underpinned the questions in the open public
consultation (Section 2) and in the workshops (Section 3).

Similar to the current Ecodesign Directive, SPI will establish conditions for laying down product-
specific requirements in acts adopted by the European Commission. The order of product
prioritisation will be decided based on clear criteria, similar to those already foreseen in Article 15 of
the current Ecodesign Directive, such as their relative environmental, energy and social impacts and
the related potential for cost-effective reduction of these impacts. The selection will follow a fully
transparent process culminating in working plans outlining the priorities for the development of SPI
measures. These SPI measures will set out product-specific requirements, following a concerted
analysis of the product group in question and an impact assessment of the proposed requirements.

As noted in the introduction to this impact assessment, it excludes food and feed as defined in the
General Food Law (Regulation EC 178/2002), which are addressed through the Farm to Fork
Strategy® and raw materials as final products, meaning that raw materials are included only when they
are embedded in intermediate or final goods in scope of SPI.

Presented below are the three approaches to extending the scope of the Ecodesign Directive that have
been retained for analysis: 2a) extension to a limited number of pre-defined (priority) products; 2b)
extension to all physical goods; and 2¢) extension to all physical goods as well as services.

It should be noted from the outset that, given the architecture of the Ecodesign instrument (where
detailed product rules are adopted only in a second stage via implementing measures), the decision to
extend the scope is not in itself expected to have a direct impact on the product sectors concerned.
Rather the effects will be felt following the adoption of the SPI measures for particular products or
groups of products, which in all cases will be preceded by thorough analysis, consultation with
stakeholders and impact assessment.

Sub-option 2a: Extension to a limited number of priority products

Ecodesign currently covers “energy related products”. Under this sub-option, a targeted extension of
its scope, to a limited number of priority products, is envisaged.

The products in question have been identified taking into account their sustainability credentials as
well as their general potential for improvement potential from a sustainability point of view,
including their circularity potential. This builds notably on the results of a scoping study to identify

2 For instance, the combined Ecodesign measures have decreased GHG by 170 Mt CO2eq (4.5% of the EU27 total emissions in 2018),
entailing a EUR 60 billion saving on consumer expenditure and an increase of EUR 21 billion in business revenue in 2020. Ibidem
3 A Farm to Fork Strategy for a fair, healthy and environmentally-friendly food system, COM(2020)381 final
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potential circular economy actions, priority sectors, material flows and value chain®, the European
Commission Staff Working Document “Sustainable Products in a Circular Economy - Towards an EU
Product Policy™® and an Environmentally Extended Multi-Regional Input-Output (EE-MRIO)
Analysis®.

Following analysis of the above-mentioned sources, a key decision criterion for inclusion of a product
in the priority list was the extent to which their sustainability dimensions are already covered, or
capable of being covered, by existing EU level instruments. While e.g. certain environmental
impacts of some of the products included in the priority list are covered through existing EU level
legislation (see Annex 14: Articulation with existing legislation and other initiatives), those for which
significant regulatory gaps still exist vis-a-vis sustainability dimensions have been included.

Based on the above, this sub-option proposes to extend the scope of the current Ecodesign Directive
to enable the adoption of SPI measures for the following range of products:

— Energy related products (including means of transport): While the continued inclusion of
energy-related products under SP1 would be a logical evolution of the Ecodesign instrument,
the extension of this category to means of transport would bridge an existing regulatory gap.
Despite the fact that, at the EU level, a comprehensive policy framework is in place to
address aspects such as vehicle emissions and safety requirements, and more recently the
labelling of tyres to highlight their performance on fuel efficiency, safety and noise’, the
regulatory tools to harness the remaining sustainability and circularity-related potential
of this sector are still missing: for example, taking additional action on components of
transport products, such as tyres — for which no design requirements e.g. to prevent the use of
materials in their design that inhibit recycling currently exist — is expected to contribute to
reducing the estimated more than one million tonnes of end of life tyres being incinerated
annually in the EU8.

— Textiles: Despite the negative environmental impacts being generated throughout the
lifecycle of the millions of textile products consumed in the EU per year, no EU instrument
to address the product-level sustainability dimensions of these products currently exists.
Large potential therefore remains for increased sustainability and circularity in this sector, as
confirmed also by public opinion®. In addition, while several existing and emerging
initiatives are aimed at addressing the well documented concerns about the social conditions
under which textiles are being produced, none to tackle the issue from a product-level
perspective currently exists.

— Furniture: While various aspects of furniture are addressed at EU level (e.g. safety, chemical
content etc.), no specific legislation exists to cover furniture’s product-level suitability
dimensions (or for furniture in general). Taking into account that approximately 10 million
tons of furniture is discarded in the EU every year, and that overall recycling rates for
furniture are estimated at only 10%!° — there appears to be large remaining potential,
specifically in the areas of material substitution, increased recycling and/or increased reuse or

4 Scoping study to identify potential circular economy actions, priority sectors, material flows and value chains, IVM et al for the European
Commission, 2014

® SWD(2019)91 final

& Using Exobiase (https://www.exiobase.eu/index.php), for further details refer to annex 4.

" EU Regulation (EU) 2020/740

82020 EuRIC Mechanical Tyres Recycling Brochure

® 62% of respondents to a 2019 public consultation stated that EU policy instruments do not adequately cover sustainable design and
production in the textiles sector; 72% believed that EU instruments are not sufficient in informing consumers on the environmental
performance of clothes

10 Circular Economy Opportunities in the Furniture Sector, EEB, 2017
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preparing for reuse, and requirements on circular design of furniture — something which
public and stakeholder opinion seem to confirm®:.

— High impact intermediary products: This includes products such as steel, often used in the
construction or related sectors, for which no instrument currently covers overall life cycle
performance. While the Construction Products Regulation is currently being revised and
will include reinforced sustainability requirements for construction products, certain
intermediary products can be produced for areas outside of construction, and would therefore
need to fall under SPI. In addition, as the revised Construction Products Regulation will also
have other objectives to take into account, SPI will need to act as a benchmark for the
sustainability rules it will set and intervene if needed for these products.

— Chemicals!?: While EU policies are in place addressing safe use of chemicals and reducing
certain environmental impacts, their sustainability — in the sense of their circularity and
material efficiency — remains under-addressed. In addition, the availability of
sustainability-related information is jeopardizing processes such as mechanical recycling
processes and use of recycled material (see sub-problem 2) and remains as yet unaddressed
by an EU-level instrument.

Detailed impact assessments will precede the adoption of any SPI measures for the above-mentioned
products. SPI will only intervene for issues that no other instrument is addressing or addressing
sufficiently. For example, for chemicals, SPI will not regulate aspects that are already covered under
other frameworks such as REACH, the Waste Framework Directive and RoHS. For high impact
intermediary products, as mentioned above the SPI legal framework will only be used to set specific
measures for products on which CPR could not deliver high ambition sustainability requirements®®.
The adoption of the SPI Working Plan and SPI measures will be done in close coordination with other
legislative frameworks to ensure complementarity.

Together, throughout their lifetime, the option 2a products are estimated to cover an additional 14% of
GHG emissions, 38% of human toxicity impacts and 15% of primary energy consumption compared
to the baseline as discussed in Annex 10. In total, including the baseline, the SP1 would cover 63 % of
GHG emissions, and 66 % of primary energy use and 60 % of human toxicity impacts resulting from
European consumption.

Sub-option 2b: Extension to all physical goods

Under this sub-option, all physical products placed on the market'* can, in principle, eventually be
subject to SPI implementing measures. As under sub-option 2a, SPI requirements will only be
adopted when EU sectoral legislation does not provide for requirements on similar product parameters
or is not efficient enough in achieving the objectives of sustainability pursued by SPI.

1 From 2019 stakeholder workshops, public consultation and policy papers from the sector itself, it is clear that stakeholders are interested
in developing EU policy tools in pursuit of more circular design of furniture, taking into account the whole life cycle. Respondents to the
public consultation perceived an insufficient policy coverage by the EU in this sector. 43% of them consider EU policy instruments
coverage of sustainable design and production of furniture as inadequate, with 54% believing the current framework is not enough
developed in providing consumers with information on sustainability.

12 Understood as intermediate products (e.g. industrial solvents) or final products e.g. such as detergents or cosmetics. Where chemicals are
destined/used for food related purposes and are not considered as food or feed, they will be subject to the relevant sectoral legislation,
including the future sustainable food systems framework legislation, as announced in the Farm to Fork Strategy

13 For the relationship between a revised CPR and SPI, please see Annex 14: Articulation with existing legislation and other initiatives for
more detail.

14 For practical and ethical purposes, as well as to ensure coherence with other initiatives, some exceptions will nevertheless need to be made
to this coverage. For example, as previously mentioned, food and feed as defined in the General Food Law (Regulation EC 178/2002)
will not be covered as these products will be addressed through the Farm to Fork Strategy.
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The working plan and preparatory studies for specific SPI measures would allow to prioritise products
based on their estimated environmental, economic and social impacts. Based on the reasoning set out
in the previous section, there is a high likelihood that the list of priority products set out in sub-option
2a would be among those addressed with first priority under this sub-option (with exact order of
prioritisation to be decided based on dedicated work plans). Annex 16 sets out details on the criteria
and process for prioritisation, and which would lead to a focus on those products with the most value-
added first.

Compared to sub-option 2a, this sub-option would present the added value of not having to revise the
overarching legislative framework should action need to be taken for new or future product
categories. If a wide scope is chosen for SPI, it will be in a position to respond to novel products and
future product trends, thereby avoiding the occurrence of problematic regulatory gaps in the future

Based on best current estimates, throughout their lifetime, the products considered under option 2b
could cover an additional 16% of GHG emissions, 42% of human toxicity impacts and 18% of
primary energy consumption compared to the baseline as discussed in Annex 10. In such a case,
including the baseline, the SPI would cover 65 % of GHG emissions, and 69 % of primary energy use
and 64 % of human toxicity impacts resulting from European consumption. It should nevertheless be
underlined that, given the wide scope of this sub-option, and the possible emergence of novel products
with as yet unknown impacts, the full coverage potential of this sub-option cannot be calculated with
accuracy and may be higher than the above-mentioned figures.

Sub-option 2c: Extension to services

Under this sub-option, SPI is extended to services. Services represent a significant proportion of
environmental impacts.

Services have been considered under a separated sub-option due to their specificities compared to
physical goods. The inclusion of services must follow a different rationale from the one used for
products under Ecodesign as the provision of services does not imply the transfer of a physical
product. Nonetheless, service provision relies on infrastructure and products which have their own
environmental and social impacts, which can be considered as externalities of the service. The
selection and use of the products in the framework of the provision of services, while not necessarily
impacting the quality, has consequences on the environmental and social impacts of a service.
Accordingly, requirements can be set on business practices related to the provision of services.

For example, information requirements based on the performance of products used to provide the
services may inform customers about the sustainability of a service. Consumers would then be able to
choose the most environmentally performant services. Similarly, minimum requirements could be set
on resource intensive services, setting minimum environmental performance requirements for a given
output (such as cleaning of 1m? of hard floor surface) or for a standardised service (for example,
cleaning of a standardised 80 m? apartment).

This option could build notably on the experience of the EU Ecolabel, which has set requirements on
some services, such as indoor cleaning services or tourist accommodations and of the Green Public
Procurement, which proposes criteria -amongst others- for cleaning products and services, print
services and cloud services. It could also build on the EU Eco-Management and Audit Scheme
(EMAS), a premium management instrument developed by the European Commission for companies
and other organisations to evaluate, report, and improve their environmental performance, which
applies to e.g. banking services and travel agencies.

The extension under option 2c to services as well as all products is estimated to cover an additional
34% of GHG emissions, 66% of human toxicity impacts and 37% of primary energy consumption
compared to the baseline as discussed in Annex 10. In total, including the baseline, the SPI would
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cover 83 % of GHG emissions, and 88 % of energy use and 88 % of human toxicity impacts resulting
from European consumption.

Option 3: Extension of sustainability requirements for products

Sub-problems

1) Product design does not sufficiently take into SO1: Improve products sustainability
account environmental and social impacts over the life
cycle, including circularity aspects

2) Too difficult for economic operators and consumers
to make sustainable choices in relation to products

As shown in the analysis of sub-problem 1, there is a need for EU product policy to influence the
design of products in a way that it better takes into account environmental and social impacts over the
life cycle of products, including circularity aspects. A key instrument to improve the products
sustainability is to set requirements for the placing on the EU markets of products in the scope of
legislation, as discussed under Option 2. The existing Ecodesign Directive provides for the setting of
generic or specific requirements on the energy efficiency and other environmental aspects of energy-
using products. This policy option assesses ways to complement this approach with other types of
requirements, or reinforced requirements covering better the objectives of a sustainable products
legislation.

Under option 3, a number of new or reinforced sustainability requirements on products would be
introduced, understood as minimum requirements allowing the placing of these products on the EU
market, along those aspects described in the Circular Economy Action Plan of 2020 that are related to
the product’s life cycle and value chain.

This policy option thus sets out potential product requirements for:

— Circularity aspects (durability, reusability, upgradability, reparability, recyclability);

— Addressing the presence of hazardous chemicals in products;

— Increasing the energy and resource efficiency of products;

— Increasing recycled contents in products, while ensuring their performance and safety;

— Enabling remanufacturing and high-quality recycling;

— Reducing carbon and environmental footprints;

— Restricting single-use products, countering premature obsolescence;

— Social aspects along the value chain.
Three sub-options on the extension of sustainability requirements for products are considered in this
impact assessment. The sub-options are cumulative: measures included in sub-option 3a are also part
of sub-options 3b and 3c, measures included in sub-option 3b are also part of sub-option 3c. The
distribution of the envisaged measures in the 3 distinct sub-options follows this logic: sub-option 3a
reinforces requirements of the existing Ecodesign Directive. Sub-option 3b goes beyond 3a by

introducing the possibility of horizontal requirements, applicable to group of product (e.g.
requirements on reparability). It also includes measures enabling the remanufacturing of components
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and the setting of requirements on social aspects along the value chain of products - both not possible
in the current Ecodesign Directive. Sub-option 3c includes all measures presented in sub-option 3a
and 3b, but in addition would include the possibility to introduce explicit prohibitions on some
products, based on certain criteria.

Sub-option 3a: Enhanced sustainability requirements

Sub-option 3a reinforces requirements that can already be placed on products by the existing
Ecodesign Directive, but have not been fully implemented yet, and adds new requirements based on
possibilities latent in that directive. As described in previous section, these requirements would be set
in SPI measures specific to groups of products and detailing the parameters regulated, the thresholds
required and the measurement or calculation methods.

Measure 3a.1 - Minimum requirement on the durability or reliability of the product or its
components

This measure would build on existing longevity requirements under Ecodesign for LEDs and
OLEDs® and for the hoses and motors of vacuum cleaners?®. It would assess more systematically the
possibility and added value of setting requirements on:

— minimum life duration of use of the product (technical lifetime), expressed in relevant units
(e.g. cycles, years of use for textile), differentiated according to whether the prescribed
preventive maintenance operations have been performed or not; or

— minimum reliability of the product (expressed as Mean Time Between Failures), potentially
differentiated as above.

— Where feasible, integration of a use-meter on the product to relate durability and reparability
information to the real use of appliances (e.g. number of washing cycles, duration of use).

Measure 3a.2 - Minimum requirements on reparability and upgradability

The measure would build on existing requirements under Ecodesign on the availability of spare parts,
maximum delivery time of spare parts, access to Repair and Maintenance Information for
refrigeratorst’, for washing machines and washer-dryers!® for dishwashers®® and for electronic
displays®2., It would also work in synergy with and complement related measures set to be
introduced under the Empowering Consumers for the Green Transition Initiative (see Annex 14:
Articulation with existing legislation and other initiatives).

Reinforced requirements could include:

— ease of dis-assembly and re-assembly, using standard tools: number of steps, overall duration
(for end-users and for professional maintainers and repairers), qualification of personnel,
capacity for operations to be automated;

15 Commission Regulation (EU) 2019/2020 laying down ecodesign requirements for light sources and separate control gears

16 Commission Regulation (EU) No 666/2013 implementing Directive 2009/125/EC with regard to ecodesign requirements for vacuum
cleaners

1" Commission Regulation (EU) 2019/2019 laying down ecodesign requirements for refrigerating appliances

18 Commission Regulation (EU) 2019/2023 laying down ecodesign requirements for household washing machines and household washer-
dryers

1 Commission Regulation (EU) 2019/2022 laying down ecodesign requirements for household dishwashers

2 Commission Regulation (EU) 2019/2021 laying down ecodesign requirements for electronic displays

2 The ongoing IA on mobile phones and tablets is extensively looking at circularity aspects (in particular regarding repairs and
obsolescence)

244



— reversibility of dis-assembly and re-assembly, so that parts remain intact and the system
operational after several sequences of dis-assembly and re-assembly;

— ease of repair and maintenance: compatibility with commonly available spare parts, modular
design when appropriate;

— requirements on the material efficiency of maintenance / repair, eventually with additional
requirements regarding Critical Raw Materials®;

— availability of maintenance and repair instructions.

— requirements on choice of materials and design (e.g. of textiles) in order to facilitate reuse,
repair or adjustments.

Measure 3a.3 - Restricting the presence of substances hindering circularity

Existing EU chemicals legislation (particularly Registration, Evaluation, Authorisation and
Restriction of Chemicals — REACH, and Classification, Labelling, Packaging, complemented via
sectoral legislation) offer the legislative tools for assessing and, where appropriate, restricting
hazardous substances in the EU on the basis of chemical safety considerations. SPI would continue
the approach followed by the Ecodesign Directive not to set restrictions on substances on the basis of
chemical safety. However, it might occur that restricting the presence of a substance in a specific
product would lead to an improvement on the aspects to be addressed by SPI (e.g. recyclability, high-
quality recycling, upgradability, durability, reparability. See examples and analysis in Sub-problem 1:
Product design does not sufficiently take into account environmental impacts over the life cycle,
including circularity aspects above).

SPI will therefore allow for the restriction of the use of certain substances in specific products if the
main reason is to improve a product’s performance in terms of the sustainability aspects addressed by
SPI and not to improve chemical safety (although this could be a secondary effect of the restriction).
Where the main reason for a restriction is to improve chemical safety, REACH (or another relevant
chemical safety legal instrument) would continue to be used. The SPI could, for example, promote the
substitution of substances in existing products known to hamper recycling by banning or imposing a
maximum concentration in future products. Such restrictions would be based on a thorough analysis
of the sustainability (including chemical safety) of the identified alternative(s), and should not
negatively affect human health or the environment in a significant way.

However, where the SPI process leads to the consideration of a potential restriction on the use of
substances in electrical and electronic equipment (EEE) covered by the RoHS Directive?, and where
such a restriction can be defined as contributing to “environmentally sound recovery and disposal of
waste EEE”, there could be overlap with measures taken in application of Article 6 of the RoHS
Directive. This should be avoided, and therefore close coordination between the two instruments will
take place to prevent overlaps.

Measure 3a.4 - Minimum requirements on recycled content on the product or its components

The use of secondary raw materials (i.e. materials coming from the recycling of discarded products) is
essential to close the loop on these materials, provide markets for recycling activities and reduce the
need for raw materials. To accelerate the increase in use of secondary raw materials, this measure

22 https://ec.europa.eu/growth/sectors/raw-materials/specific-interest/critical_en
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would require a minimum proportion of such materials (or ‘recycled content’) in the products placed
on the EU market, their components or the materials used.

Such requirements may be set on specific materials (for example a proportion of the polyethylene
included in the product or in specific parts), on materials at a more generic level (a proportion of all
plastics used in the product) or on all materials used in the product. The SPI measure setting the
requirement would include the measurement and calculation methods to be used for compliance
verification. These methods may be further detailed in harmonised standards, developed by European
standardisation organisations on request of the European Commission following the approach of the
‘New Legislative Framework’.

Measure 3a.5 - Minimum requirements to reduce carbon and environmental footprints set at
process and/or life cycle environmental impact(s) level

This measure is complementary to the set of measures to fight climate change adopted in the Fit for
55 package in July 2021. Those measures (especially ETS and Carbon Border Adjustment
Mechanism) target the production of basic materials and basic material components, excluding final
products. This measure, on the contrary, mainly addresses carbon emissions taking place along the
entire values chain of final and intermediate products. Addressing also those emissions will directly
contribute to the Green Deal objectives (by applying to final products, currently not in scope of Fit for
55 measures) but will also contribute to the global reduction of climate change impacts, by fostering
the environmental optimisation of value chain management through footprint reduction.

Based on a complete assessment of the environmental impacts over the life cycle of a product, and
assessment of the expected evolution of technologies and performance of products, this measure
would set minimum requirements for the placing of the product on the EU market, resulting in a
reduction of its carbon footprint or more largely its environmental footprint. Minimum requirements
shall aim to reduce the most important negative impacts for a given product, without increasing the
other impacts, or alternatively to reduce all negative impacts simultaneously. Hence the added value
of a LCA approach.

Depending on the product and the conclusions of the assessment, minimum requirements may be set
on technical parameters, on the use phase as is done under Ecodesign currently or on other processes
of the product life cycle. Minimum requirements could also be set on environmental impact
categories, as defined and calculated using the Environmental Footprint (EF) methods® or other
methods as relevant — the impact categories being considered individually or combined through
normalisation and weighting into a single score.

In the case where specific technical parameters are used, the SPI measure setting the requirement
should include the measurement and calculation method and the level required. Tests and
measurement methods may be further detailed in harmonised standards, developed by European
standardisation organisations on request of the European Commission following the approach of the
‘New Legislative Framework’. A harmonised methodology for the calculation of the environmental
footprint exists already and corresponds to the Product Environmental Footprint and Organisation
Environmental Footprint methods developed by the European Commission and adopted in the

2 Product Environmental Footprint (PEF) and Organisation Environmental Footprint (OEF) are methods developed by the European
Commission and adopted in the Commission Recommendation (2013/179/EU) of 9 April 2013 on the use of common methods to
measure and communicate the life cycle environmental performance of products and organisations. The PEF establishes a common
methodological approach for quantifying the life cycle environmental performance of any product or service. It comprises 16 impact
categories (Climate change; Ozone depletion; Human toxicity, cancer; Human toxicity, non-cancer; Particulate matter; lonising
radiation, human health; Photochemical ozone formation, human health; Acidification; Eutrophication, terrestrial; Eutrophication,
freshwater; Eutrophication, marine; Ecotoxicity, freshwater; Land use; Water use; Resource use, minerals, and metals; Resource use,
fossils). This includes the development of product-specific rules (Product Environmental Footprint Category Rules, PEFCRS)
harmonising PEF studies for specific product groups/categories.

246



Commission Recommendation 2013/179/EU; an update of this Recommendation is planned for
adoption in December 2021. These methods can be applied in a number of policies, not only in SPI.

The SPI framework act will not pre-determine the choice of the methodology or tool to assess the
environmental impacts over the life cycle of a product: this will be decided depending on the product
and the typology of requirements to be included, and will be reflected in the SP1 measure setting those
requirements.

For this purpose, the PEF method will be the reference tool, while keeping the flexibility necessary to,
at the level of the SPI measure, integrate methods or tools addressing other objectives and aspects. In
the case where the Product Environmental Footprint method will be used, manufacturers could be
required to perform a PEF study for each product model to prove compliance with the requirement,
for example using IT-tools that would be made available by the European Commission (e.g. like the
one currently under development for Photovoltaic, PV, modules). If this option is chosen, the study
would follow the rules and calculation methods set in Product Environmental Footprint Category
Rules, developed following the dedicated European Commission Recommendation. This is further
explained in Annex 16.

Measure 3a.6 — Requirements enabling high-quality recycling

The quality of recyclates issued from recycling processes, in particular the level and composition of
impurities, determines the possible uses of the recycled material. A low quality level results in the
down-cycling of the material, i.e. its use for applications of lower complexity and value than the
products at the origin of the recycled material. Recycling is considered of high quality if the quality of
recyclates enables the use of recycled materials in the manufacturing of products of the same or
similar level of complexity and value as the original products. This can be facilitated by the design
choices in terms of materials, material composition of parts and assembling of parts in the final
product. Improved recyclability would be particularly relevant for CRMs. EU initiatives for
sustainability of CRMs should develop resilient value chains for EU industrial ecosystems and reduce
dependency on primary CRMs through circular use of resources, sustainable products and
innovation). Further assessments of the amount of materials in stock, i.e. contained in products that
are in use, could shed light on where CRMs are present and when these would become available for
recycling (also considering the average lifetime of products). Moreover, recycling systems should be
adapted e.g. through standards, to better recover CRMs contained in end-of-life products®.

This measure would set requirements for this purpose, such as:

— Requirement on the material composition of parts: the product must be susceptible to be
disassembled into parts, each of which made of a single homogeneous material when above a
certain mass (electronic components would be exempted);

— Restrictions on the variety of alloys / of textile mixtures / of plastic additives permitted for
some applications (e.g. textiles) to enable high-purity sorting;

% Blengini, G.A., Mancini, L., Eynard, U., Ardente, F., Mathieux, F. JRC notes on Critical Raw Materials in MEEP. Critical discussion on
past approach and proposed methodology to identify priorities (2021). (draft — to be published
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Sub-option 3b: Far-reaching sustainability requirements

Sub-option 3b includes the same measures as Sub-option 3a and goes further by introducing the
possibility of horizontal requirements (applying to a broad range of products). This sub-option also
includes measures enabling the remanufacturing of components and the setting of requirements on
social aspects along the value chain of products - both not possible in the current Ecodesign directive.

Measure 3b.1 — Adoption of SPI measures setting out requirements covering large groups of
products

So far, the Ecodesign Directive only explicitly allows for setting rules for individual products, not
allowing for the setting of requirements for product categories, with the exception of the stand-by
regulation®, explicitly provided for in the Directive, which has extended to electrical and electronic
household and office equipment.

However, when looking at circularity aspects in particular, there can be merit to addressing some
issues for more than one product at a time and, rather, to categories of products. Amongst others,
aspects such as minimum reparability requirements, availability of spare parts, minimum recycled
contents can be common to entire categories of products.

With this measure, the European Commission is mandated to design measures to be set in SPI
measures applying to more than one product type, extending to product categories or even to all
products covered by SPI, if appropriate. This would apply to both performance and information
requirements. For example, the European Commission could propose the setting up of a reparability
index for an entire category of products (e.g. “electronic products”) at once, thereby increasing
legislative efficiency.

Measure 3b.2 — Minimum requirements on re-manufacturability

Re-manufacturing, understood as the re-use of parts of discarded products in the manufacturing
process of the same or different products, or as spare parts in the maintenance and repair processes, is
a key part of circular economy as it maintains the value of product parts, when the re-use of the
complete product is not possible or appropriate, and avoids the cost and impacts of recycling.
However, it is a complex operation, which can be facilitated if the original manufacturer of the
products takes account of the possibility of re-manufacturing later on.

This measure, provided that the protection of trade secrets is guaranteed, may include requirements
for this purpose, addressed to the original manufacturer or to the re-manufacturer, for example related
to:

— Conditions for access to data for re-manufacturing: Bill of Materials, specification of parts,
electric schematics, mechanical drawings / 3D printing files, and software code, which
should include sufficient technical specifications (e.g. on the components or material to be
used for 3D printing) to ensure the safe re-manufacturing of these parts;

— Tests and performance guarantees for re-furbished or remanufactured products, or for
products proposed by professionals for re-use;

% Commission Regulation (EC) No 1275/2008 of 17 December 2008 implementing Directive 2005/32/EC of the European Parliament and
of the Council with regard to ecodesign requirements for standby and off mode electric power consumption of electrical and electronic
household and office equipment.
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— Conditions placed on the licencing regime applicable for re-manufacturers, re-furbishers and
upgraders of products to use technologies protected by Intellectual Property Rights:

— Maximum royalty rate applicable for the usage of the patents incorporated into the
product, to be paid by the re-manufacturer to the original manufacturer after the end of the
period during which the product is supported,;

— Obligation placed on the original manufacturer to grant the licence to any legal or physical
person, with a royalty fee complying with these requirements;

Measure 3b.3 — Requirements of due diligence on the supply chain of products

“Due diligence” refers to a requirement for companies to establish a reiterative process for
identifying, preventing and mitigating certain risks. In the context of the SPI, it can be used as a tool
to reduce the risk that products placed on the EU market are linked to adverse human rights impacts
along their supply chain.

One element of the Sustainable Corporate Governance initiative (SCGI), currently in preparation,
would be to establish a general due diligence duty for companies related to all company activities
(including all relevant product value chains), applicable to companies of a certain size or generating a
certain turnover in the EU. This would entail a general obligation to put in place a due diligence
process including the following steps:

- identification of actual or potential adverse human rights and environmental impacts in own
operations, in subsidiaries and in the value chain

- prevention and mitigation of adverse impact in own operations, in subsidiaries and in the
value chain

- tracking the effectiveness of measures
- establishment of a complaint mechanism
- communicate how adverse impacts are addressed

The adverse environmental and human rights impacts covered would be specified by referencing a list
of international human rights conventions (e.g. International Labour Organisation (ILO) labour
conventions) and international environmental conventions?’. As set out in the main problem section in
Annex 7 and in Annex 14, given its broad nature and scope, the SCGI will include due diligence steps
applicable to a wide range of risks. Therefore, there may potentially be specific risks associated with
specific products placed on the EU market to which the SCGI does not address rules tailored to the
individual case.

This measure would enable the SPI to set due diligence requirements, in line with the procedure set in
SCGI, in relation to specific social or human rights risks associated with specific materials,
components or production processes relevant to specific products or product groups. This
empowerment is intended to be used where a preparatory study identifies such specific risks and finds

21 A complete list is provided in Annex 17 of the impact assessment report of the Sustainable Corporate Governance Initiative
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that other instruments, including the SCGI, do not sufficiently address them. The aim is to
progressively reduce the risk that products available on the EU market are not linked to human rights
violations, when such risk can be clearly identified - as most relevant for products’ individual supply
chains.

All manufacturers or importers placing the relevant product on the EU market would have the
obligation to identify, prevent and mitigate the adverse impacts identified according to concrete due
diligence steps spelled out in the measure. Those steps will be adapted to the risk at hand as well as to
the specificities of the relevant product, taking account of the impacts on the companies placing it on
the market, including SMEs. This product-specific approach allows for targeted and specific due
diligence obligations in so far as they relate to the product covered. This ensures a minimum level of
effort on the part of all companies placing on the market a particular product, where that product is
linked to specific social or human rights risks.

SPI due diligence would be formulated in a way as to ensure that companies are able to integrate
compliance with SPI due diligence obligations into their overall due diligence system in case they
have one.

Due diligence under the SPI in terms of compliance and enforcement could:

- require the involvement of independent third parties in the pre-market conformity assessment
procedure, leading to third party verification of whether a company’s due diligence system
meets the SPI due diligence requirements (possibly involving audits and continued periodic
surveillance). Relevant economic operators would be required to have available
documentation demonstrating compliance with the due diligence obligations, including the
results of the third-party verification; and

- In addition, allow, in specific circumstances, for the prohibition or restriction of products
placed on the market by economic operators not complying with their due diligence
obligation set through SPI by national market surveillance authorities.

Annex 14.1 sets out in more detail the differences and coherence between this measure and the SCGI.

Sub-option 3c: Bans on some products

This sub-option would be cumulative with sub-options 3a and 3b. It would include the possibility to
prohibit some products or materials in specific products. This would build on a possibility latent in the
current Ecodesign Directive?, and would explicitly allow for such a possibility, in cases where a set
of clear criteria are met. This is in essence what was done, among other measures, in the Single-Use
Plastics (SUP) Directive.

This measure would go one step further by explicitly allowing for such a possibility where the
assessment shows the following:

— important negative impacts on sustainability of specific products (e.g. single use items);

2 Among the possible specific requirements mentioned in Annex Il to the Ecodesign Directive, there is the possibility to limit the quantities
of a given substance/material incorporated in the product, which would in principle allow to ban some substance/materials in specific
products where the technical, environmental and economic assessment shows the need, feasibility and cost-effectiveness of such
measure.
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— the existence of alternatives fulfilling the same function (for example another product,
including possibly a service) in a more sustainable manner;

— the feasibility and cost-effectiveness of a ban.

Option 4: Sustainability information for consumers and B2B

Sub-problems

1) Product design does not sufficiently take into SO2: Better access to sustainability information along
account environmental and social impacts over the life JRialR:]o]o]) ALy
cycle, including circularity aspects

2) Too difficult for economic operators and consumers
to make sustainable choices in relation to products

Providing more transparent and reliable information to economic operators and consumers, on
sustainability aspects of the products they can purchase should lead them to make more sustainable
choices and, ultimately, drive businesses in the direction of sustainability. The information provided
could support sustainable choices by consumers or by economic operators along the supply chain and
enable value retaining operations such as: (preventive or predictive) maintenance, repair, re-
manufacturing / re-furbishing / upgrade, recycling. This information could also facilitate the work of
authorities in charge of market surveillance or customs and increase the effectiveness of the measures
proposed under Option 7.

This information may be of different types:

- Information related to sustainability, potentially supporting or complementing requirements
developed under Option 3 (for example on environmental impacts, circularity aspects, social
aspects or on the tracing of chemicals of concern);

- Information taking the form of a scale of performance levels, with categories of performance
enabling to easily compare an individual product with other similar products on the basis of
their sustainability performance, and not only on the basis of technical performance and price;

Three sub-options on sustainability information for consumers and economic operators are considered
in this impact assessment. The sub-options are cumulative: measures considered in sub-option 4a are
also part of sub-options 4b and 4c. Sub-option 4c builds on sub-option 4b by complementing measure
4b.1.

Sub-option 4a: Enhanced information requirements

Sub-option 4a creates an obligation through secondary legislation for manufacturers to disclose and
make available the information necessary for consumers and economic operators along the supply
chain to make informed choices about the environmental and social impacts of the purchases or
procurement and further management of products.

Measure 4a.1 — Information requirement on the durability or reliability of the product or its
components

This measure requires from manufactures to provide information on the durability (technical lifetime)
or reliability (mean time between failures) of the product or its components. It can accompany a
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minimum requirement set in measure 3a.1, which provides for minimum requirements on the same
aspects. It can also set an information requirement of its own, where this information would be likely
to have a significant effect in driving the market towards more durable and reliable products, without
eliminating the less durable or reliable products from the market. For example, this would be useful if
these less durable products fulfil specific needs or if the switch to more durable products is likely to
be too costly for some consumers. This information could take the form of a durability index, with
classes of durability or reliability, where appropriate.

This measure will be implemented in synergy with the option on ‘commercial guarantee’ (guaranteed
durability) in the Impact Assessment of the “Empowering consumers for the green transition”
initiative. The option is described as follows:

Inform consumers at the point of sale of the existence or absence of a producer’s commercial
guarantee for durability — and of its length - for the entire good and for a duration of at least 2 years.

Measure 4a.2 — Information requirements on reparability and upgradability, including a
reparability scoring

This measure works identically to measure 4a.1 in relation to reparability and upgradability, including
the availability of spare parts, availability of instructions/software for maintenance / repair operations,
delivery time. It can accompany a minimum requirement set in measure 3a.2, which provides for
minimum requirements on the same aspects. It includes the possible introduction of a reparability
score, building on the scoring system for repair and upgrade of products developed by the European
Commission’s Joint Research Centre?®. A similar scoring has been introduced in France with the
French reparability index®. Preliminary feedback in media articles indicate that progress in the
implementation of the French index has already induced behavioural change of economic operators in
terms of access to information for self-repairs, with mobile phone producer Samsung being the first
manufacturer to publish an online manual for the repair of a proprietary mobile phone model.®

This measure will be implemented in synergy with the option on ‘repair information’ in the Impact
Assessment of the “Empowering consumers for the green transition” initiative. The option is
described as follows:

Provide consumers, at the point of sale, with a repair scoring index, showing how reparable a
product is (for example, with 3 to 5 classes), whenever this is available, or required for that product
in accordance with EU or national applicable laws. When no such repair scoring index is required or
available, provide consumers at the point of sale with other relevant repair information when made
available by the manufacturer, such as information about the availability of spare parts, including a
procedure for ordering them, information about the availability of repair services, or the availability
of a repair manual.

In relation to software updates or upgradability, this measure will be implemented in synergy with the
option on software updates in the Impact Assessment of the “Empowering consumers for the green
transition” initiative. This option is described as follows:

Inform consumers at the point of sale about the existence or absence of a minimum period of time (in
number of years) during which the producer commits to provide free software updates, including
security updates, for goods with digital elements as well as digital content and digital services to keep
them in conformity, if this period is longer than the period of the producer’s commercial guarantee.

2 JRC (2019). Analysis and development of a scoring system for repair and upgrade of products. JRC Technical Report. Seville.

% The Repairability Index regulation came into force in France on January 1, 2021. It aims to achieve a 60 % repair rate of electrical and
electronic products within 5 years. See https://www.economie.gouv.fr/particuliers/tout-savoir-indice-reparabilite

8 https://www.lemonde.fr/pixels/article/2021/02/01/droit-a-la-reparation-des-appareils-electronigues-premiers-succes-pour-l-indice-de-
reparabilite_6068400_4408996.html and https://www.samsung.com/fr/support/repair-guides-spare-parts/
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Measure 4a.3 — Informing on the presence of substances of concern and tracing them

As flagged in the Chemicals Strategy for Sustainability, substances of concern® should be minimised
in products. Where they cannot be avoided, they should be traced to ensure that the products can be
handled safely during use, efficiently treated in the waste management phase and, when relevant, that
those substances are not perpetuated in material cycles, including in new products produced from
recycled materials.

To achieve this, this measure would ensure the tracing of such substances through an information
requirement. The main legal consequence (and driver for the avoidance of substances of concern)
would be the obligation for manufacturers to ensure traceability of their presence in the product and
its main components, throughout the lifecycle of the product.

This measure would aim to ensure that:

- Any economic actor in the value chain, including consumers, is able to receive sufficient
information, at the time of purchase, on the substances of concern present in a product at
concentrations exceeding a level depending on the product and the substance, including, as a
minimum:

o the name of the substances,
o their location within the product,
o the safe use instructions of the product if applicable,

o and, at least for those substances identified as substances of very high concern under
REACH, their concentration levels, at the level of the product as placed on the market, its
components and spare parts.

- Waste operators receive information on the relevant product and material categories, when
these are not confidential, as well as chemical information relevant for safe disassembly, where
appropriate.

Tracing requirements would be set at two levels by:

- Laying down substances harmful to human health or the environment to be tracked for all or
for groups of products (starting with those substances for which information requirements exist
already today - substances identified as Substances of Very High Concern (SVHC) under
REACH - to be gradually increased to substances of concern) - possibly via SPI measures, if
3b.1 enabling the adoption of SPI measures for groups of products is retained.

- Specifying other substances of concern, including those that are not necessarily hazardous, but
affecting the broader sustainability of the product, namely recycling, reuse, remanufacturing, to
be tracked in product-specific measures.

For the products to which it applies, this measure would aim to overcome the limitations of existing
requirements on the tracing of substances in products (in REACH and the Waste Framework
Directive®) by better defining the reporting level and the data to be provided and by enabling the
extension of tracing to a larger group of substances. The manner in which information is made

32 These include, as described in the recently adopted Chemicals Strategy for Sustainability, substances having a chronic effect for human
health or the environment (Candidate list in REACH and Annex VI to the CLP Regulation) but also those which hamper recycling for
safe and high quality secondary raw materials.

33 For detailed articulation with these existing requirements, see Annex 14.
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available should be adapted to the product and how it is used.®* Where relevant the resulting
information would also be integrated in a digital product passport as provided in Measure 4b.1.

Tracing requirements can either accompany restrictions set by means of existing chemicals legislation
on the basis of chemical safety or through measure 3a.3, which provides the possibility to restrict the
presence of substances hindering circularity, or be set on their own. Restriction and, in case
substances of concern cannot be avoided, tracing requirements set under SPI would both contribute to
the minimisation of substances of concern in products.

Measure 4a.4 — Information requirements on recycled content on the product or its
components

This measure requires manufactures to provide information on recycled content on the product or its
components, for example plastic parts. It can accompany a minimum requirement set in measure 3a.4,
which provides for minimum requirements on the same aspects. It can also set an information
requirement of its own, where setting a minimum requirement is not feasible or not appropriate, for
example where quality specifications vary a lot between products or where the capacity of recycling
processes to provide the quality needed in acceptable economic conditions is not certain.

Measure 4a.5 — Information requirements on the environmental impacts along the life-cycle
of the product, for example in the form of an Ecological profile

This measure requires manufactures to provide information on the environmental impacts along the
life-cycle of the product. It can accompany a minimum requirement set in measure 3a.5, which
provides minimum requirements to reduce carbon and environmental footprints through minimum
requirements set at process and/or life cycle environmental impact(s) level.

This information could take the form of a product’s ecological profile, as provided in Annex | Part 3
of the Ecodesign Directive. The Directive defines such a profile as ‘a description, in accordance with
the implementing measure applicable to the product, of the inputs and outputs (such as materials,
emissions and waste) associated with a product throughout its life cycle which are significant from
the point of view of its environmental impact and are expressed in physical quantities that can be
measured.” Even if it has never been implemented so far, the use of the Product Environmental
Footprint method could facilitate its definition and implementation.

In the case where specific technical parameters are used, the SPI measure setting the requirement
should include the measurement and calculation method and the level required. Tests and
measurement methods may be further detailed in harmonised standards, developed by European
standardisation organisations on request of the European Commission following the ‘New
Legislative’ approach. The SPI framework act will not pre-determine the choice of the methodology
or tool to assess the environmental impacts over the life cycle of a product: this will be decided
depending on the product and the typology of requirements to be included, and will be reflected in the
SPI measure setting those requirements. In the case where the Product Environmental Footprint
method will be used, manufacturers could be required to perform a PEF study for each product model
to prove compliance with the requirement, for example using IT-tools that would be made available
by the European Commission (similar to the one currently under development for PV modules). If this
option is chosen, the study would follow the rules and calculation methods set in Product
Environmental Footprint Category Rules, developed following the dedicated Commission
Recommendation.

3 See final report of the recent study on ‘Information flows on substances of concern in products from supply chains to waste operators’
(DOI:10.2873/289169, 2020, COM).
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For articulation with the Green Claims Initiative, see Annex 14.

Measure 4a.6 — Information requirements in the form of sustainability performance classes

This measure builds on the information requirements as defined in Measure 4a.5 and includes the
definition of life cycle environmental performance levels, with categories of performance enabling to
easily compare an individual product with other similar products on the basis of their life cycle
environmental performance, and not only on the basis of technical performance and price. This could
take the form of a label on the product or as part of the information provided to consumers. This can
be a powerful driver to move the market towards more sustainable products. This is in essence the
rationale of the Energy Labelling for energy efficiency on the use phase and other environmental and
performance characteristics.

This approach could be used when the repartition of the performance of products on the market makes
such performance classes technically possible and relevant. Relevant parameters would represent
hotspots in the product life cycle, i.e. major environmental impacts in specific or all phases of the life
cycle. The environmental impact categories of the Product Environmental Footprint method
(individually or combined through normalisation and weighting giving a single score) could be used
to provide parameters covering the whole life cycle of products.

In the case where specific technical parameters are used, the SPI measure setting the requirement
should include the measurement and calculation method and the level required. Tests and
measurement methods may be further detailed in harmonised standards, developed by European
standardisation organisations on request of the European Commission following the ‘New
Legislative’ approach. The SPI framework act will not pre-determine the choice of the methodology
or tool to assess the environmental impacts over the life cycle of a product: this will be decided
depending on the product and the typology of requirements to be included, and will be reflected in the
SP1 measure setting those requirements. In the case where the European Commission Product
Environmental Footprint method will be used, manufacturers could be required to perform a PEF
study for each product model to prove compliance with the requirement, using IT-tools that would be
made available by the European Commission (similar to the one currently under development for PV
modules). If this option is chosen, the study would follow the rules and calculation methods set in
Product Environmental Footprint Category Rules, developed following the dedicated European
Commission Recommendation.

In addition, environmental performance levels, once established, can be used in the definition of
purchasing criteria by public authorities or private companies purchasing departments, and is the basis
for incentives schemes mentioned in several measures under Option 5.

For articulation with the Green Claims Initiative, see Annex 14.

Measure 4a.7 — Information requirements on a set of social indicators

This measure would build on an assessment of social aspects in the value chain of products, with a
view to identify hotspots, i.e. to identify which value-chain actors may have significant positive or
negative social impacts. This identification should help identifying the most suitable indicators to be
used among a basket of indicators listed in the legislation.

From a policy making perspective the hotspot identification and selection of the indicators could
either take place at central level, per sector (increasing the comparability of information) or it could be
left at the level of each company (increasing the materiality of the information).

The set of social indicators (or if decided at the level of each company, the method to be followed for
establishing the indicators) would be established through SPI measures, including compliance with
ILO fundamental conventions. The reporting format and calculation method where relevant, would be
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set in the same acts and could provide the inclusion of the reporting on indicators in the European
Digital Product Passport provided in Measure 4b.1.

Sub-option 4b: European Digital Product Passport

Sub-option 4b includes the measures of sub-option 4a and develops their ambition by requiring that
the information requirements placed on products be displayed in the form of a European Digital
Product Passport and include social information and other indicators. Information requirements are
added to support the implementation of requirements placed on products as per sub-option 3b. The
EU DPP requirements would be set out through the SPI measures, which would also determine the
products in scope (see Annex 18 for more details).

Measure 4b.1 — Information requirements in the form of a European Digital Product Passport
through SPI measures

Digital technologies provide the possibility to tag, track, trace, localise, and share product related data,
down to the level of the individual components and materials. The EU DPP is a structured collection
of product related data with predefined scope and agreed data ownership and access rights. Therefore,
EU DPP is a combination of unique product identification and data collected by different value chain
actors linked to a unique identifier.

The data to be collected and conditions of access would be defined in product-specific SPI measures
and could include track & tracing information (e.g. the name of the manufacturer, the geographical
origin of the different components, the global trade item number, the name of the authorised
representative, etc.), and attributes such as its composition, as well as the information referred to
under sub-option 4a above. While the EU DPP data could be unique for each individual product or set
at batch/model level, the EU DPP structure would be common for a given product category.

The information made available through the EU DPP should enable consumers and other economic
actors to make better-informed decisions on the basis of clear, reliable data®. It will boost the
visibility and credibility of sustainable businesses and products. The EU DPP will build on existing
data and related initiatives®, linking possibly to existing databases such as the EPREL database. It
will be based on a decentralised®” system, allowing most of the data to remain where they are
produced. It may facilitate customs and market surveillance authorities to better carry out their duties
on the basis of standardised information, in some cases already verified through independent third-
parties.

% While preserving confidentiality when required, the data collection of the passport, especially if mandatory, would allow to build
anonymised datasets of a number of product impact indicators. Such anonymised datasets are key to enable a transparent technical
discussion with Member States and Stakeholders to define environmental (Ecodesign/SPI) criteria. The European Commission hosts for
decades several of such very technical consensus-aiming processes to coin secondary legislation, one example being the ‘Sevilla
Process’ that develops mandatory emission limit values and Best available Technique Documents (BREFS) under the Industrial
Emissions Directive. https://en.wikipedia.org/wiki/Best_available_technology

% Synergies will be sought where possible with other emerging initiatives, such as the initiative related to the digital labelling of mandatory

product information of chemicals and the ‘empowering consumers for the green transition’ on circularity information.

37 While the proposed system is mostly decentralised, some elements, e.g. the standard setting, will remain centralised.
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Measure 4b.2 — Integrating the SCIP Database (implementing Article 9 (1) (i) of the Waste
Framework Directive) with SPI requirements

Communication of information on the presence of substances of concern throughout the supply chain
and to waste operators (as described in Measure 4a.3) is a challenge. A recent study performed for the
European Commission concludes that part of the solution should be digital.*® Whereas measure 4a.3
provides for information requirements on the presence of substances of concern and their traceability,
this measure would go a step further by including that information in the DPP provided in measure
4b.1. As such, the DPP could, where available, take on the digital aspects of the communication
requirements provided in Measure 4a.3.

The development of product passports in the context of the SPI also provides an opportunity to further
overcome some of the limitations of existing communication obligations related to substances of
concern, particularly Article 33 REACH and Article 9 of the Waste Framework Directive.*® By
including information on substances of concern in the DPP it can, in addition to better defining what
needs to be communicated as referred to under measure 4a.3, be more effectively communicated
throughout the life-cycle and be better tailored to the product(s) to which it applies. Where the EU
DPP effectively covers the communication on chemical substances of concern, the progressive
transfer of communication obligations under the Waste Framework Directive and REACH to the SPI
should be considered. This could eliminate the unnecessary administrative burden of having to
provide the same information more than once.

This should also lead to integration with the existing database of information on “Substances of
Concern in articles as such or in complex objects (Products)” (SCIP). Currently, the SCIP database
contains information required by REACH on the presence of substances of very high concern in
‘articles’ (also including product components), which suppliers are required to notify to the European
Chemicals Agency (see Article 9 of the Waste Framework Directive). Without integration, the
introduction of communication obligations on the same (and possibly more) substances via the
European Digital Product Passport would risk to create a third obligation to communicate (partly) the
same information (under REACH, under the Waste Framework Directive and under the SPI).

Integration with the SCIP database could be realised in different manners. In this regard, the digital
part of the proposed obligations to communicate information on the presence of substances of concern
in products, could follow three different paths:

e Be notified only once to a designated organisation or agency (e.g. European Chemicals
Agency, ECHA) that would provide centralised storage and management of the information
(e.g. an updated version of the SCIP database). That organisation would provide a reference
number/link for the submission that should accompany the product (as part of the EU DPP)
and allow information retrieval by other actors;

e Remain under the responsibility of the actors in the supply chain, who should make it
available (as part of the EU DPP) to consumers, authorities and waste operators in accordance
with the relevant provisions in the relevant SPI measure, based on a decentralised storage
approach;

e Give autonomy to companies to decide whether to notify, on a voluntary basis, to the
designated organisation, which would store the information, or to make the information
available (as part of the EU DPP) to consumers themselves. Whichever their decision, the

3 See the final report of the recent study on ‘Information flows on substances of concern in products from supply chains to waste operators’
(DOI:10.2873/289169, 2020, COM).
% See for details on these limitations on the ‘Tracing of chemicals in products’ in Annex 14.
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physical tagging of the product would still be under the responsibility of the actor placing the
product on the market. The centralised database (e.g. an updated version of the SCIP
database) could act as technical support for SMEs, while allowing for integrated value chains
to provide the information autonomously. The centralised database could also act as a host to
the information on products produced by companies that ceased to exist.

Sub-option 4c: Generalised European Digital Product Passport

While measure 4b.1 on the EU DPP is implemented through SPI measures defining horizontal aspects
of the product passport, and detailing the specific features and content associated with groups of
products, this sub-option goes one step further by introducing directly in the legislative proposal
(revised Ecodesign Directive or separate legislative proposal) some “cross-sectoral” requirements and
all the necessary information in terms of product scope, governance, obligation of stakeholders,
content and technical features so that the product passport becomes directly applicable to all products
in scope. The legislation could provide for a differentiated schedule of implementation, to take
account of the various levels of complexity of this implementation on different products. Such direct
application could still provide the possibility for SPI measures, should further detailed requirements
be necessary for specific product groups or to supplement the common features of the EU DPP
provided in the legislation.

Option 5: Reward more sustainable products through incentives

Sub-problem

1) Product design does not sufficiently take into SO3: Incentivise more sustainable products and
account environmental and social impacts over the life  sliS{alE aalolo & R (e RTa el o] (olV-AVE NN 1 gl o]y}
cycle, including circularity aspects

The use of economic and reputational incentives can be used to break away with linear patterns of
sustainable consumption and production,*’ to incorporate environmental and social sustainability and
circularity considerations in product design,** and to modify the behaviour of economic operators and
citizens to make sustainable choices.

The evidence provided in section 2 Problem definition above demonstrates that more sustainable
decisions in relation to products are not always the first choice for European market operators and
citizens due to market, regulatory and behavioural failures.*? The use of economic and reputational
incentives can be used to modify these choices and break away with linear patterns of sustainable
consumption and production. For some measures, pilot projects can be used to demonstrate the
business case and public good rationale of choosing sustainable products, ultimately raising the level
of ambition of Member States in setting up harmonised incentives-based product policies across the
Union.

Three sub-options to reward more sustainable products through incentives are considered in the
impact assessment. They build on the information requirements and classes of performance developed
under Option 4. The three sub-options are cumulative, with an increasing number of measures (except

40 See for example Ecorys (2010), Tukker, Diaz Lopez, et al (2011), BIO Intelligence service et al (2012), OECD (2016), UN Environment
(2020).

4 See for example European Commission (2019), UN Environment (2018).

42 Error! Reference source not found..
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for measure 5b.1, which is alternative to 5a.1), which correspond to an increasing level of ambition as
well as complexity. Sub-option 5a and 5b rely on measures (e.g. Member States incentives on green
products, Green Public Procurement, Extended Producer Responsibility schemes) which correspond
to already-existing EU instruments. In addition to them, sub-option 5¢c proposes a set of innovative
instruments, which have not been implemented so far. All incentives considered under Option 5 need
to be implemented in a way to avoid discrimination between the EU and imported goods and to be in
compliance with State aid rules, where applicable.

Sub-option 5a: Enhanced incentives measures

This sub-option focuses on enhancing existing reputational and economic incentives, encouraging
Members States to reward products based on their sustainability performance.

Measure 5a.1 Member States encouraged to introduce reputational and economic incentives
and supported by the provision of guidelines

Member States have been implementing a number of economic incentives to encourage the uptake
sustainable products with different degrees of success (see baseline for Option 5 in Annex 10:
Impacts of the policy options). To facilitate effective introduction of incentives at the national level,
the European Commission will provide guidelines to support public authorities in Member States
with the introduction of reputational and economic incentives. The European Commission will pay
particular attention to incentives that reward products based on their sustainability performance,
making use of the classes of performance developed under sub-option 4a*. Depending on the product
group, incentives may include pricing mechanisms (including differentiated VAT, eco-vouchers and
green taxation) and GPP.

Where appropriate product specific guidelines will also be provided concerning the modulation of
financial contributions in the context of Extended Producer Responsibility (EPR), in addition to those
already provided in accordance with Article 8 of the Waste Framework Directive. The envisaged
outcome of the incentives is to contribute to the strengthening of markets and to increase consumer
preference for sustainable products. It is also expected that incentives can contribute to bringing their
costs down, making them more affordable.** The incentives may also contribute to generating trust in
particular among earlier adopters of risky innovative products. The guidelines will be connected to the
promotion of voluntary standards, which can play an important role for the uptake of sustainable
products and the adoption of sustainable business models, as they can specify minimum levels related
to the durability of products and support in the adoption of management systems*. Standards also
have commercial benefits and can be used as marketing tools for economic operators*. In addition to
the provision of guidelines, this measure is to be supported by activities focusing on exchange of best
practices and training between/for public authorities (e.g. increasing technical capacities and legal
expertise of procurers), product-related harmonisation of measures (e.g. revised Ecodesign directive,

43 The performance classes are described in Measure 4a.6.

4 OECD (2016) Creating market incentives for greener products. OECD Publishing. Paris.

4 Through this measure, the European Commission can develop guidelines to encourage Member States to promote the wider adoption of
circularity voluntary standards among economic operators in those product groups within the scope of the revised Ecodesign Directive
(in particular the 1SO-59000 series for circular economy and EN-45550 series for material efficiency aspects of eco-design). This is a
complementary measure to the existing provisions included in the European Standardisation regulation (2012/1025/EU) and the Annual
Union Work Programme on Standardisation, in particular those activities related to the product groups in the revised Ecodesign
Directive. https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELE X:32012R1025&from=EN

“6 European Committee for Standardization, Benefits of standards,
https://www.cencenelec.eu/research/innovation/benefits/Pages/default.aspx
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EU Ecolabel and GPP), and support for the transposition to national law (e.g. eco-modulation of fees
in EPR).%

Measure 5a.2 Mandatory Green Public Procurement requirements in SPI product-specific
rules

Public authorities are major consumers in Europe: public procurement represents around 14 % of the
EU’s gross domestic product. There are many potential benefits to harmonising green public
procurement for products, harmonising criteria used by Member States ensures the functioning of the
internal market, improves EU-wide competition, and reduces the administrative burden for economic
operators and authorities. Secondly, a direct reduction of the environmental impacts related to public
authorities’ activities can be achieved. Thirdly, public authorities, as representatives of the collective
interest, bear the costs of negative externalities (e.g. as health-care costs or remediation costs) of
unsustainable practices and greening procurement offers them a chance to take an active role in the
reduction of those externalities.

For SPI, another important benefit could be to bring about a shift in the market towards more
sustainable products by creating and sustaining demand for better performing products in terms of the
aspects addressed by SPI. A certain, stable and sustained demand of such better performing products
provides incentives to the industry to innovate and can drive down the costs of existing sustainable
products via economy of scale.

This measure therefore allows for the setting of requirements on public authorities to purchase more
sustainable products. Similarly to what was proposed in the recent proposal for a Batteries
Regulation®, this measure would empower the European Commission to set mandatory criteria or
targets for contracting authorities and contracting entities (as defined in the legislation on public
procurements, i.e. Directives 2014/24/EU and 2014/25/EU) when purchasing products covered by the
SP1 measures. These criteria and targets should be defined at the level of specific products or well-
defined product groups and be based on requirements set for the relevant products through SPI (e.qg.
based on classes of performance and/or information requirements under Option 4).

The development of clear and implementable targets and criteria requires taking into account
information on market availability and economic efficiency, as well as information collected from
stakeholders of industry, civil society and Member States. Defining criteria or targets at the level of
specific products or well-defined product groups allows for the careful assessment of impacts based
on this information. It would allow to take into account the added value and proportionality of
creating procurement targets or criteria depending on the market situation of the relevant products.

Sub-option 5b: Linking incentives to performance

This sub-option includes Measure 5a.2 while Measure 5a.1 is replaced by Measure 5b.1, which makes
mandatory for Member States the use of classes of performance (see sub-option 4a) when adopting
incentives for sustainable products.

47 SPI Task 4 report — based on inputs from stakeholders.
“8 Art. 70, COM(2020) 798 final
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Measure 5b.1 Member States obliged to use classes of performance for reputational and
economic incentives

This measure would require Member States - if they provide incentives for products covered by a SPI
measure- to target those incentives at the highest performance classes, similarly to the approach taken
in the Energy Labelling framework®®.

Linking incentives to performance class has several precedents, for example bonus/malus in France
on automobiles where the vehicles are incentivised (or disincentivised) according to their emission
class. Another related example is tax relaxation on company passenger vehicles (Taxe sur les
véhicules des sociétés) for hybrid (first 2 years) and electric vehicles (zero tax).

Measure 5b.2 Modulation of EPR fees to performance classes

Through product specific implementing measures adopted in the context of the revised Ecodesign
legislation, Member States are required to ensure that the fees paid by producers in the context of
existing or new Extended Producer Responsibility (EPR) schemes are modulated according to the
sustainability performance classes of the relevant product (as described in measure 4a.6).

At present, Member States are required to introduce EPR schemes for several waste streams: waste,
electrical and electronic equipment (WEEE), batteries and end-of life vehicles. Member states are also
requires to ensure the establishment of EPR schemes for packaging by 31 December 2024. Several
Member States have established EPR schemes for additional product categories, such as tyres,
chemical products and textiles. The modulation of EPR fees is set out in Article 8a of the revised
Waste Framework Directive 2008/98/EC which stipulates that in the case of collective fulfilment of
EPR these fees:

“are modulated, where possible, for individual products or groups of similar products, notably by
taking into account their durability, reparability, re-usability and recyclability and the presence of
hazardous substances, thereby taking a life-cycle approach and aligned with the requirements set by
relevant Union law, and where available, based on harmonised criteria in order to ensure a smooth
functioning of the internal market”

Through modulation, the financial contribution paid by the producer (any natural or legal person who
professionally develops, manufactures, processes, treats, sells or imports products) to comply with
EPR obligations, will vary according to specific criteria relating to aspects of their sustainability.
Products with a higher environmental performance will be charged at a lower rate than those with a
lower environmental performance. Under this measure the modulation is harmonised by basing this
on product performance classes.

Sub-option 5¢: Consumption-oriented incentives

This sub-option is based on sub-option 5b plus the introduction of a set of innovative (and therefore
more complex in their implementation) incentive measures.

Measure 5c¢.1 Bonus for EU citizens to reduce carbon footprint.

This option would be actionable only in case SPI will develop environmental requirements on the
basis of an existing or on-purpose developed PEFCR®. For each product in scope of the new SPI

49 Regulation (EU) 2017/1369 of the European Parliament and of the Council of 4 July 2017 setting a framework for energy labelling and
repealing Directive 2010/30/EU, Article 7(2) “Where Member States provide incentives for a product specified in a delegated act, those
incentives shall aim at the highest two significantly populated classes of energy efficiency, or at higher classes as laid down in that
delegated act”

%0 Product Environmental Footprint Category Rules, see https://ec.europa.eu/environment/eussd/smgp/PEFCR_OEFSR_en.htm
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there will be available (through the corresponding PEFCR) the environmental profile of the
representative product, meaning the average product placed on the EU market. The environmental
profile provides a value for the environmental impact of the average product for each of the 16 PEF
impact categories; it also allows, as an option, to have the value of the total weighted impact (single
score).

Each product in scope of the new SPI will be assigned a carbon footprint score (calculated through
PEF) and included in the European digital product passport (EU DPP). When the product is bought,
the bill would indicate the carbon footprint value of the corresponding representative product (e.g. the
carbon footprint of the average pair of jeans sold in Europe), the carbon footprint score of the specific
product bought, and the difference between the carbon footprint of the average product and the
specific one. At the end of each fiscal year, each family could calculate the amount of carbon “saved”
through their consumption (compared to the carbon they would have consumed buying only “average
products”). Member States would then be allowed to compensate each family proportionally to the
amount of carbon saved (e.g. through eco-cheques or other financial incentives). This measure would
promote the uptake of low carbon products, steer sustainability oriented consumption habits, and
could help compensating families for their efforts in contributing to achieving societal-oriented
objectives like carbon neutrality. The bonus would be a win-win solution. The manufacturer would
have an incentive to place on the market products with lower carbon footprint, as this would lead to
higher market uptake from the consumers. The consumers would be incentivised to buy products with
lower carbon footprint, as they would receive a direct economic benefit through a tax rebate
calculated as difference between the carbon footprint of the average product sold in the market and
the carbon footprint of the specific product bought. This approach would also address the known
“knowledge gap” for which people do not act if that does not translate into a direct economic saving
for themselves. The implementation of the measure would require a calculation methodology, scoring
system and tables with rates or equivalences between the tax return and the carbon savings. 5

Measure 5c.2 Introduction of an excise proportional to the life cycle environmental
performance of the products placed on the EU market.

The use of environmental taxes in European policy making is widespread (e.g., in the form of an
excise on higher CO2 emission fuels).5> At the EU level, the Energy Taxation Directive (Council
Directive 2003/96/EC) defines the rate for the excise duty in place for energy products and
electricity.®® The “Energy Taxation directive” provides a minimum EU threshold and Member States
define the level of ambition thereof. Member States can apply higher rates for certain usage of the
products (petrol, gas oil, kerosene, heavy fuel oil, liquefied petroleum gas, natural gas, coal and coke,
electricity and mineral oil). It also establishes reduced rates and exceptions for green electricity,
biofuels and other energy efficient usages.>

This measure in a way similar to 5.b.1 which covers a wide range of incentives, but tackles the issue
in a more horizontal manner through an excise duty. The excise duty, linked to the relevant
performance class, would be levied on the products placed on the EU market, irrespective of where
they are produced.

The introduction of an EU-level excise proportional to the environmental performance of products
would need to be first implemented at the pilot level for few strategic products within the scope of the

51 BIO Intelligence Service et al (2013). Modelling of Milestones for Achieving Resource Efficiency. Project for the European Commission,
DG Environment. Paris.

52 See also: Barhold (1994) Issues in the design of environmental excise taxes. Journal of economic perspectives. 8 (1) pp. 133-151

%3 https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32003L.0096

5 https://ec.europa.eu/taxation_customs/sites/default/files/resources/documents/taxation/excise_duties/energy_products/rates/excise_duties-
part_ii_energy_products_en.pdf
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revised Ecodesign directive, and considering available evidence on the environmental performance of
said products (e.g., LCA studies, PEF, etc.). The implementation of the measure would require a
calculation methodology, guidance documents and tables with the different rates for the products
within scope of the excise duty, the life cycle addressed, and across the different Member States.

Option 6: Measures for circular economy and value retention

Sub-problem

1) Product design does not sufficiently take into SO3: Incentivise more sustainable products and
account environmental and social impacts over the business models to improve value retention
life cycle, including circularity aspects

2) Too difficult for economic operators and
consumers to make sustainable choices in relation to
products

Value retention and value maximization aims at capturing value that is lost through unoptimized
systems or practices. This can mean that both economic and environmental value is wasted when
products are not used to their maximal capacity.

For example, it happens that producers, importers or retailers destroy unsold goods through landfilling
or incineration, due to various reasons, whether economic or logistical (e.g. warehousing) or
marketing (e.g. launch of a new product, good scarcity, brand exclusivity). These goods are often still
fully suitable for use.

It can be challenging for businesses, particularly SMEs, to launch circular and value retention
activities in markets and value chains that are linear, policies are therefore needed to provide a
conducive and supportive framework.

Circular business models (CBM) include (1) value retention actions, such as for example
maintenance, repair, re-furbishing, re-manufacturing, component harvesting, upgrading and reverse
logistics, (2) value maximisation actions, such as for example products-as-a-service,

Sub-option 6a: Promotion of value retention and value maximisation

This sub-option supports economic operators and citizens to make sustainable choices in relation to
products, and incentivise development of markets for circular business models.

Measure 6a.1. Provide guidelines on supporting circular business models

To foster the change of paradigm towards the implementation of circular economy, a comprehensive
knowledge on designing circular business models (CBM) is necessary. There is limited transferability
of existing circular business models, and no exhaustive framework supporting both companies and
policy-makers to design CBMs.

This measure focuses on the provision of guidelines for encouraging public authorities and economic
operators in Member States to foster the uptake of CBM: such as for instance (but not limited to)
product-as-a-service, maintenance, repair, re-furbishing, re-manufacturing, reverse logistics,
upgrading, and collaborative and/or sharing economy. The guidelines are intended to provide support
to public authorities and economic operators in addressing barriers and drivers analysed in Annex 7:
Problem Definition. Through this measure, specific guidelines present existing EU-level instruments
and share best practices from Member States-level programmes supporting CBMs, such as financial
and technical support, reduced VAT rates for repair services, material brokerage services, public
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procurement, identification of circular opportunities and target setting. The guidelines will cover
direct or indirect financial support, e.g. access to information about available funding supporting
economic operators interested in developing sustainable product initiatives, or direct access to public,
private or blended financing, (e.g. lending and grants).>> Covering both the improvement of current
business models and the development of new ones, they will also assist stakeholders in defining the
operation of CBMs and its various components, such as value proposition, customer segments,
channels, costs and revenue streams, activities, partnerships, etc. The change of paradigm to a circular
economy will require to address different kind of stakeholders, as both companies with significant
market shares and emerging companies have a role to play.

The Guidelines can be used in combination with venture capital funding of the EIC fund in projects
eligible for the EIC accelerator supporting certain types of CBMs, the support of specific CBMs used
by SMEs in the EU Taxonomy (in particular for the objective of transition to a circular economy),
guidance about the use of the Transformation Capital Initiative of Climate KIC®S, etc.

Measure 6a.2. EU-wide hub supporting the uptake of circular business models

This measure sets up an EU-wide hub supporting the uptake of circular business models, channelling
information and services including awareness raising, cooperation, provision of training, exchange of
best practices, etc.” Through case-studies and lessons-learnt sharing, the hub will support the
geographical expansion of CBM across Europe, with a specific attention paid to avoid lock-in effects
and hence ensure sustainability of the highlighted models. It responds to the need to address the
market failure of imperfect information (CBM are not known or properly understood)®® and that
markets for circular business models are insufficiently developed. In its implementation, it will be
closely linked to the European Circular Economy Stakeholder Platform (ECESP). The EU CBMs hub
can follow the model of a one-stop shop that gathers existing information and services hosted /
managed by other programmes and agencies at the EU and MS level. Such hub can be built on the “no
wrong door” model and/or could be part of the services of the Enterprise Europe Network. The hub
can be subsequently linked to the existing infrastructure, communication channels and community of
practice/ network of initiatives such as the Circular Economy Stakeholder Platform, and the CircLean
Network of businesses and SMEs for Industrial Symbiosis. Following the model of knowledge
exchange implemented by the Canadian Clean Growth Hub for the support of cleantech, existing
measures would be presented across the environmental life cycle of a product (design phase,
manufacturing, use phase, end of life). It would also highlight the type of horizontal support measure,
for instance:

— Guidance: technical, administrative and policy guidance documents (from different product
policies, e.g., EMAS, GPP)
— CBMs label and self-assessment tool to identify and design CBMs

— Training and capacity building (European Institute of Innovation & Technology, EIT, KIC’s
training on sustainable business models; reparability training for specific product groups,
etc.)

% Impact Assessment, Sub-problem 1

%6 https://www.climate-kic.org/programmes/transformation-capital/

57 For further references, see also: SITRA, 2020 Rethinking ownership (sitra.fi)

% See also in Error! Reference source not found., section Error! Reference source not found..
%9 https://www.ic.gc.ca/eic/site/099.nsf/eng/home
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— Direct assistance in resource efficiency assessment, Intellectual Property Rights - IPR,
certification, incubation, knowledge valorisation, and innovation services (EEN relay
services, European Resource Efficiency Knowledge Centre - EREK, IPR helpdesk)

— Incubator and accelerator programmes

— Financial support (European Investment Bank, EIB, circular economy financing facility and
investment criteria)

— Network and ecosystem building (EIT KICs incubation and acceleration services)

— Awards (European Business Awards for the Environment EBAE, Dutch Circular awards,
Economy Startup Europe Award - Circular Economy Category 2018)

Sub-option 6b: Enhanced value retention and value maximisation

This option includes all measures included in option 6a, and goes further by introducing a
transparency obligation and a ban on the destruction of unsold consumer products via SPI measures in
the context of the revision of the Ecodesign directive.

Measure 6b Introduce a transparency obligation and a ban on the destruction of unsold
consumer products via SPl measures

This measure first introduces a transparency obligation, requiring economic operators to disclose
information on the number of unsold products destroyed, the reasons for their destruction and their
subsequent treatment. Its purpose is to dis-incentivize destruction, while it can also facilitate
monitoring the extent to which destruction of unsold products takes place in practice. This obligation
also applies in case products were destroyed under applicable exemptions to a prohibition on
destruction of unsold products, which would be introduced via SPI measures. In this case it serves as a
dis-incentive for circumvention and as a tool for verification purposes. A transparency obligation is a
relatively ‘light” measure compared to a requirement to report to competent authorities, and would be
in line with the approach under the Non-Financial Reporting Directive which requires all large
companies and all companies listed on regulated markets (except listed micro-enterprises) to disclose
information on the way they operate and manage social and environmental challenges. This
transparency requirement gives companies flexibility on how to disclose relevant information
following international, European or national guidelines according to their own characteristics or
business environment.

The main implementation principle of the ban on the destruction of unsold consumer products is to
prohibit the destruction of unsold consumer products via SPl measures for specific products or a
group of products under the SPI scope. Instead of discarding unsold products these would remain
available for sale, donation or possibly upgrading and remanufacturing. Destruction of unsold
products can be considered the discarding or intentional damaging of these products after which they
enter into the waste stage. Recycling of this waste would still be considered destruction, given the
need to e.g. shred or take apart the products for this purpose. In principal the measure does not
distinguish between unsold and returned products, which after their return remain unsold products.

A ban on the destruction of unsold products would incentivise stakeholders to improve product stock
management across the value chain in order to prevent surpluses and in order to minimise the volume
of unsold products. It would also make alternatives for destruction more attractive, notably sale
(possibly at a reduced price) and donation.
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The product scope of a ban on the destruction of unsold products is determined through SPI measures,
based on an assessment of the extent to which destruction of unsold products occurs in different
product categories and for which categories this measure would be proportionate. To this end, the
Commission will collect and make use of information disclosed by economic operators under the
transparency obligation on the destruction of unsold consumer products. Under this obligation
economic operators are required to publicly disclose the number of unsold consumer products
destroyed per year differentiated per type or category of products; the reasons for their destruction;
and their subsequent treatment.

Based on this information the Commission will determine for which groups of unsold products a
prohibition on their destruction should be considered. Taking into account the reported reasons for
destruction the Commission will define exemptions to a prohibition on destruction to ensure
proportionality of the prohibition. Exemptions may for instance include the destruction of unsold
products: in view of health and safety concerns; in view of damage to such products; with a view to
the remanufacturing of such products; in case the product has been refused for donation, or; by small
and medium-sized enterprises.

While the measure prohibits the discarding of unsold goods, it does not stipulate what holders may or
should do with these products instead. The measure applies to importers, traders and distributors of
products covered by the SPI measure(s). Where exemptions apply discarded products should be
treated in an environmentally sound manner, taking into account the waste hierarchy.

The SPI measure that introduces the ban on destruction of unsold products may exclude targeted
economic operators, for instance by focusing on large companies and all companies listed on
regulated markets (except listed micro-enterprises) holding unsold products in the EU covered by the
SPI measure. This could be considered in order to ensure proportionality of the measure. The
transparency obligation does not apply to SMEs. It is expected that this instrument is more effective
as a disincentive when applied to large enterprises. SMEs seem to only cover a limited market share.
In e-commerce of consumer goods this is an estimated 12.76%°°.

Circumvention, possibly by exporting unsold products for destruction in third countries, may be
addressed by applicable waste legislation. If products are exported to be destructed this should be
considered as an international shipment of waste. Shipments of waste from the Community to third
countries (except EFTA countries) for disposal are prohibited under the Waste Shipment Regulation
(WSR). Transport for recovery should, depending on the type of waste and destination, at least be
compliant with general WSR information requirements and could be stopped in apparent cases of
destruction of unsold products covered by applicable SPI measures. Transparency obligations provide
a further dis-incentive for circumvention.

Option 7: Strengthened application of the Ecodesign framework

Sub-problem

3) Sub-optimal application of the current Ecodesign SO4: Improve application of sustainable product
legislation legislative framework

The Ecodesign framework has proven to be an efficient framework to regulate energy related
products. However, some weaknesses have been identified, both during the definition of the
implementing regulations and their enforcement. Potential remedies to these weaknesses have been

80 As estimated based on Euromonitor data for e-commerce for 2021.
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identified by evaluations®?, reports®? and positions from various stakeholders including the European
Parliament®®.

Three sub-options are identified, progressively extending the number of actors directly involved.
Thus, the first sub-option (7a) focuses on improving the processes leading to the adoption of
measures, sub-option (7b) focuses on better enforcement, with measures that focus on market
surveillance, and sub-option (7c) proposes a model under which the European Commission is
provided with executive capacities, to prepare measures and to support and complement Member
States in fulfilling their role.

Sub-option 7a: Improve the current framework to increase efficiency

Measure 7a.1 Streamline the procedures for the development and adoption of Ecodesign
implementing regulations

The process for adopting implementing measures under Ecodesign is subject to procedural and
methodological requirements. In recent years, the Better Regulation steps were added to this already
quite extensive process. The process currently followed for adopting Ecodesign measures is thus more
lengthy and complicated than for the adoption by the European Commission of an ordinary legislative
proposal, despite the typically rather narrow, product-specific scope. Over a time span of about 4
years, each review of the implementing measures (Ecodesign, often coupled to Energy labelling) for a
product group entails detailed preparatory or review studies, expert stakeholder meetings, consultation
forum meetings, roadmaps, impact assessments, open public consultation, feedback mechanism and
Member States’ committee vote in the final stages of adoption. This measure aims to streamline this
process and make it more efficient by acting on its different steps.

Firstly, the combination of preparatory/review studies and impact assessment studies is proposed
since there are many common aspects in the 2 processes. Consequently, the call for evidence, the
consultation of stakeholders through the Consultation Forum and internal European Commission
consultations could run partially in parallel allowing inputs to be used in a more dynamic manner. The
underlying methodology (currently the MEErP) would continue to provide the structure for the studies
(together with the Better Regulation impact assessment guidelines), but the integration of circularity
aspects and clear timelines would have to be introduced. A new digital and more interactive platform
(i.e. integrating functions of online fora) could facilitate and enhance stakeholder contributions. In
addition, some of the meetings could be held online; recent experience has shown that they can be
effective and inclusive.

The adoption of product specific regulations would be done individually, when they are ready,
avoiding a package approach that has been criticised by the ECA%?, the European Parliament®? and
stakeholders.

Moreover, all the steps necessary to effectively follow this process should be codified by means of
creating a handbook for policy officers. This handbook should provide guidance on the development
of measures while a mechanism for updating it regularly should be set up. This mechanism should
include among other things periodic meetings of policy officers who would flag identified areas for
improvement, discussing remediation actions. In addition to the handbook, internal training modules/
sessions could be set up.

61 See for example Ecofys, 2014 and CSES, 2012

2 ECA 2020 Special Report: EU action on Ecodesign and Energy Labelling: important contribution to greater energy efficiency reduced by
significant delays and non-compliance

8 European Parliament resolution of 31 May 2018 on the implementation of the Ecodesign Directive (2009/125/EC) (2017/2087(INI))
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Measure 7a.2 Introduce possibility to collect data from manufacturers and retailers regarding
regulated products sales and usage

This measure would set out the possibility for the European Commission to collect data from
manufacturers for products regulated under SPI measures, in order to facilitate and speed up their
review. These data would include how many products of each product model were placed on the EU
market by the manufacturers. In addition, the European Commission could request retailers to share
sales numbers of products covered or to be covered by SPI measures. These data allow to better
estimate market penetration of various product types, linked to sustainability characteristics, at EU
level, and would inform the studies for the revision of product specific regulations. Access to data
would facilitate and speed up the potential review of existing product specific regulations not relying
on the good will of manufacturers and retailers®. The advantages of this measure will be effective in
the medium term, when the time comes to review an SPI measure. The possibility to collect market
data from manufacturers and retailers should not add much burden since these data are readily
available. In addition, market data are already used under the current Directive in preparatory and
review studies and consultants usually buy them. This would therefore add no complexity or
additional delays; it would rather save time and facilitate the studies. Concerning third countries
producers, the requirement to introduce data in the digital product passport will be mandatory.
Already existing similar international standards (e.g. ISO/IEC 15459-6:2020 or ISO/IEC 16022:2006)
foresees internal control checks, supported through IT systems, that impede the possibility of moving
a product along the supply chain if certain information is not provided, or it is not provided in the
correct way. Similar controls could also be performed by custom and market surveillance authorities.

Measure 7a.3 Expand provisions related to third party conformity assessment

Conformity with some of the requirements considered under Option 3 and 4 cannot be verified on the
final product (e.g. the life-cycle carbon footprint of product cannot be assessed the same way as its
energy efficiency). This means that enforcement needs to rely mostly on the relevant (technical)
documentation. The involvement of independent third parties in the relevant pre-market conformity
assessment procedure could provide an extra safeguard for the correct application of those
requirements (if retained), thereby increasing compliance and ensuring the availability of complete
and verified documentation.

The current framework does not provide for the structural involvement of independent third parties in
conformity assessment procedures. The default procedures for ecodesign implementing measures do
not provide for third party involvement, and measures can refer to procedures involving third parties
only where ‘duly justified and proportionate to the risk.” This possibility has not yet been taken up in
existing measures.

This measure would ensure that the SPI allows for the structural use of conformity assessment
procedures involving third parties. It would lay down the relevant conformity assessment module(s),
as well as the requirements and process for selecting the third parties considered independent and
capable to assess conformity with the relevant requirements®. The SPI measures would specify which

& While preserving confidentiality when required, such mandatory data collection would allow to build anonymised datasets of a number of
product key indicators (e.g. energy consumption, direct emissions, life cycle data). The availability of such anonymised datasets is key to
enable an evidence-based transparent technical discussion with Member States and Stakeholders to define environmental
(Ecodesign/SPI) criteria. The European Commission hosts for decades several of such very technical consensus-seeking processes to
coin secondary legislation, one example being the ‘Sevilla Process’ run by DG Environment and DG JRC, which develops mandatory
emission limit values and Best available Technique Documents (BREFS) under the Industrial Emissions Directive, including bespoke
software hosted by the Commission (JRC) for confidential data and input storage, anonymization and sharing.
https://en.wikipedia.org/wiki/Best_available_technology

% The Commission’s JRC could have a role in ensuring the long-term storage and methodological coherence of datasets
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module(s) apply, allowing for the application of third party conformity assessment where feasible and
appropriate for the relevant products and requirements.

Sub-option 7b: Strengthen market surveillance by Member States
This option includes all the measures provided for under option 7a.

As outlined in Annex 15, market surveillance is critical to ensure the effectiveness of the entire
Ecodesign framework. As shown in the annex, the current level of enforcement of the Ecodesign
measures is insufficient and market surveillance needs to be strengthened. This is all the more true in
the context of the SPI. Effective enforcement of product sustainability requirements is essential to
ensure the functioning of the internal market, provide a level playing field for economic operators,
and to realise the environmental gains envisaged by SPI. It is therefore essential that the level of
resources, both for the European Commission and the Member States is brought to an appropriate
level and that adequate legislative and non-legislative measures are taken.

Strengthening enforcement, while not increasing the burden on economic operators, should involve
increasing the frequency, effectiveness, and coordination of market surveillance activities. This
requires the full commitment and involvement of national authorities, but also support from the
European Commission. Whereas part of this will be achieved through the EU Product Compliance
Network established by the Market Surveillance Regulation (EU) 2019/1020 and other horizontal
measures, specific complementary measures can be undertaken through the Sustainable Products
Initiative. The measures proposed under sub-option 7b and 7c focus on the requirements proposed
under policy options 3 and 4 for the products under the extended scope of the revised Ecodesign
Directive (see option 2). The measures intend to enhance the enforcement of the implementation of
SPI requirements and do not aim at directly strengthening the overall enforcement of product
legislation because the relevant internal market legislation has been just revised. The specific options
foreseen in 7b and 7c also intend to take into account the specific challenges related to enforcing
requirements on sustainability performance. Therefore sub-option 7b and 7c focus on SPI-related
aspects coherent with the new market surveillance regulation.

Measure 7b.1 — Make relevant product information digitally available to market surveillance
authorities

Access to technical documentation of products is key for market surveillance authorities (MSAS) to
verify compliance of products, for example to compare it with test results. The Energy Labelling
regulation® has spearheaded this by requiring the availability and centralised storage of such
information for products under its scope in a digital format. However, the Ecodesign Directive does
not provide for the publication of digital information.

Based on the lessons learned in the setting up of the energy labelling database (EPREL) and linked to
the concept of the European Digital Product Passport (sub-option 4b and Annex 18), this measure will
guarantee that the revised framework enables product specific rules to require suppliers
(manufacturers, importers, authorised representatives) to make available relevant product information
in a digital format, easily retrievable by Market Surveillance Authorities. This measure will allow for
market surveillance authorities to access information without having to request it from suppliers.
Specific implementation will be defined linked to the choices made under policy option 4. For
example, in the absence of a European Digital Product Passport the way this information could be
made available to Market Surveillance authorities through the EPREL database.

66 2017/1369
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Experience shows that market surveillance will be further facilitated if digital information includes the
tests and calculations made by the manufacturers to demonstrate conformity in line with the
applicable conformity assessment procedure, where relevant also including information from third
party conformity assessment bodies. This shall be part of the information provided.

Measure 7b.2 — Structural technical support to improve cooperation between MSAs and
ensure sufficient capacities

Market Surveillance Regulation (EU) 2019/1020 foresees a role for the European Commission in
helping improve coordination and cooperation between MSAs, as well as in ensuring they have
sufficient capacity to carry out their tasks. This measure would build on this and give shape to this
role in the specific context of the SPI.

Based on the priorities identified together with MSAs, the European Commission would — among
other things:

— organise and fund joint market surveillance and testing projects in relation to specific
products or requirements, to contribute to the sharing of capacities and knowledge and to
increase enforcement;

— organise/provide support and funding for Member States' (joint) investment in market
surveillance capacities, including equipment, IT tools and trainings, especially in relation to
new kind of requirements;

— designate Union testing facilities in line with Article 21 of the Market Surveillance
Regulation to ensure sufficient laboratory capacity, as well as to ensure the reliability and
consistency of testing.

If needed, the European Commission would provide increased support to allow the relevant
Administrative Cooperation Group® (ADCO) to meet more often, including by digital means. In
addition to facilitating the harmonised application of SPI rules, increased ADCO coordination would
serve to identify priorities for cooperation or Union support.

In line with Article 36 of the Market Surveillance Regulation, the Union may provide financial
support for the realisation of these support actions. This measure would go beyond by committing the
Union to provide financing for market surveillance support measures specifically in relation to the
SPI, possibly using funds foreseen under the internal marker pillar of the Single Market Programme. 5

These actions would, to the extent possible, be developed in the framework of the Union Product
Compliance Network. They would further facilitate the correct understanding and harmonised
implementation of SPI rules. Lastly, these actions can contribute to improving cooperation between
MSAs and customs authorities.

Measure 7b.3 - Organise common trainings for staff of notified bodies, notifying authorities
and MSAs

Option 7a.3 would enlarge the group of entities involved in implementing and applying SPI rules,
adding notified bodies and notifying authorities. Incomplete knowledge or lack of understanding of

7 European cooperation on market surveillance takes place through informal groups of market surveillance authorities, called
Administrative Cooperation Groups. https://ec.europa.eu/growth/single-market/goods/building-blocks/market-
surveillance/organisation/administrative-cooperation-groups_en.

8 https://eismea.ec.europa.eu/programmes/single-market-programme/internal-market_en
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applicable rules on the part of these entities can hinder the proper application of product regulations.
In addition, divergent interpretation and application of the rules creates market distortions and
interfered with the functioning of the internal market.

The Market Surveillance Regulation ((EU) 2019/1020) mandates the European Commission to, in the
context of the EU Product Compliance Network (EUPCN)®, to organise common training
programmes and personnel exchanges for MSAs. This measure would make use of that mandate by
organising periodic trainings (at least once a year) with regard to the SPI framework, on for example:

— the correct interpretation and application SPI rules, including in the context of common
simulated cases;

— methods and techniques relevant for applying or verifying compliance with SPI rules.

The trainings would be planned in close cooperation with Member States and the ADCO. They would
be based on Member States’ market surveillance planning and where relevant focus on products with
higher compliance risks.

This measure would also complement the Market Surveillance Regulation by including in the
common trainings also the staff of notified bodies and notifying authorities involved in pre-market
conformity assessment procedure related to SPI requirements. This will further facilitate the
development and maintenance of a harmonised approach to the implementation and enforcement of
the SPI. In addition, the SPI could add minimum requirements for participation in relevant trainings,
e.g. representatives of the relevant authorities would be required to take part in at least 1 relevant
training annually.

Measure 7b.4 — Publish MSA penalties decisions

The Ecodesign Directives provides that the Member States shall lay down the rules applicable to
infringements, and communicate them to the European Commission. The penalties shall be effective,
proportionate and dissuasive. As a further deterrent of non-compliance, under this measure the
European Commission will publish the penalties and enforcement decisions that are taken in the
framework of the application of the SPI framework and which are communicated by national
authorities by existing tools such as the Information and Communication System for Market
Surveillance™ (ICSMS), in agreement with them.

Measure 7b.5 — Create a benchmark and a reporting obligation for Member States

The SPI framework will require Member States to report, in addition to the reporting under ICSMS
and on the basis of what they indicated in their National Market surveillance programme, on their
activities related to sustainable products. The statistical data that MSAs would provide to the
European Commission following their activities as laid down in Regulation 2019/1020 should allow
the separation of the data on actions they have taken related to SPI. The European Commission could
then, possibly in the context of the annual report published on the ICSMS, create a benchmark and
publish the performance of the MSAs in relation to SPI-related activities.

https://ec.europa.eu/growth/single-market/goods/building-blocks/market-surveillance/organisation_en/eu-product-compliance-network_en
" ICSMS (Information and Communication System for Market Surveillance) is the comprehensive communication platform for market
surveillance on non-food products and for mutual recognition for goods. https://webgate.ec.europa.eu/icsms/?locale=en.
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Measure 7b.6 — Establish requirements for market surveillance checks

It is essential for the effectiveness of the SPI that MSAs carry out compliance checks on an adequate
scale. The level playing field can only be safeguarded and the potential environmental improvements
can only be realised if compliance with sustainability requirements is checked systematically, thereby
removing non-compliant products from the market and creating effective deterrence.

Under this option the SP1 would provide for the setting of requirements on the frequency of checks to
be performed in relation to specific products and/or requirements. These requirements could take the
form of:

- common criteria to be used by MSAs to establish the frequency of check in relation to specific
products (making use Article 11(4) of the Market Surveillance Regulation);

- minimum amounts of checks to be performed in relation to specific products, for example
based on the amount of products made available on national markets (based on Article 8 of
Regulation (EU) 2018/858).

In addition, the SPI would allow to prescribe the kind of checks to be performed and the methods to
be used for those checks, where feasible and appropriate in relation to specific product.

To support MSAs in realising the potential additional efforts (and to ensure they do not come at the
expense of other efforts) the SPI would foresee targeted financial support, possibly using funds
foreseen under the internal marker pillar of the Single Market Programme.™

Sub-option 7c: Reinforce EU level implementation and complement Member
States' market surveillance

While options 7a and 7b rely on the strengthening and reinforcement of existing capacities, Option 7¢
provides for the creation of complementary EU level capacities to, where needed and appropriate,
support or reinforce the implementation and enforcement of the SPIl. The envisaged capacities are
described in the measures below. This option complements options 7a and 7b.

Measure 7c.1 — Complement national market surveillance where needed

With this measure, would be allowed, at its own expense, to organise and carry out market
surveillance actions that are independent of those carried out by Member States under their national
market surveillance obligations, in close coordination with them.

This capacity would be used where necessary and appropriate to complement Member States’ actions
while respecting the principle of subsidiarity. In planning potential supporting activities, the European
Commission would take account of available data on the compliance of specific products and in
relation to specific requirements, as well as of the national market surveillance strategies drawn up
pursuant to Article 13 of the Market Surveillance Regulation ((EU) 2019/1020). Activities would be
closely coordinated with Member States in the SPI ADCO and, where relevant, the EU Product
Compliance Network. Before the European Commission carries out market surveillance activities, it
would notify the Member State where the relevant products were made available on the market. The
SPI would include a general obligation for Member States to cooperate with the European
Commission when it carries out market surveillance activities.

If during these activities the European Commission establishes non-compliance, it should be entitled
to initiate Union-wide remedial actions to restore the conformity of the products concerned. To this

" https://eismea.ec.europa.eu/programmes/single-market-programme/internal-market_en

272



end, the SPI would provide for the adoption of implementing measures containing harmonised
corrective or restrictive measures to be implemented by Member States, analogous to decisions to
widen national market surveillance measures to the whole EU taken in the context of the Union
safeguard procedure that is a standard part of EU product legislation.”

This measures would be based on provisions similar to those included in Regulation (EU) 2018/858
on the approval and market surveillance of motor vehicles and their trailers, and of systems,
components and separate technical units intended for such vehicles - in particular Articles 9 and 53
thereof.

Measure 7c.2 — Product monitoring and EU testing capacity

This measure provides for the creation, where relevant and in complementarity with Member States
needs and capacities, of product monitoring and testing facilities at European level, to assist with both
upstream definition of product requirements and downstream market surveillance.

In the context of ecodesign preparatory and review studies, the European Commission currently often
relies on external consultants for determining product characteristics (including by conducting product
testing in some cases). Increasing the European Commission’s capacity to test products and verify
measurement methodologies will allow for faster development of product regulations, and faster
adaptation capacity to new market developments, improving the appropriateness of the requirements,
and in particular the verification tolerances, relying, where necessary, on external laboratories, and
acting in a coordinated manner with national market surveillance actors.

These new facilities could also be used in the framework of measure 7c.1, entrusting the European
Commission with a market surveillance mandate. They could be designated as Union testing facilities,
within the meaning of Article 21 of Regulation (EU) 2019/1020 of the European Parliament and of
the Council of 20 June 2019 on market surveillance and compliance of products, with the objective to
“contribute to enhancing laboratory capacity, as well as to ensuring the reliability and consistency of
testing, for the purposes of market surveillance within the Union”.

Measure 7¢.3 — Assistance to implementation for suppliers and MSAs

The process of verifying the correct implementation of ecodesign rules can be long and complicated.
For manufacturers or importers, questions frequently arise on specificities of the implementing
regulations, trying to make sure that their understanding of the rules is accurate. Although this can be
addressed partly by making the implementing rules as straightforward as possible, the important
number of rules applying can make it complex for stakeholders that will seek confirmation of their
interpretations. Similarly MSAs may lack capacity or specific knowledge to perform their tasks and
verify the compliance of relevant products covered under SPI.

Assistance would be provided to suppliers and MSAs by a dedicated EU level service, answering
specific queries through non-binding advice, but also in the form of trainings and presentation for
stakeholders, to facilitate the correct understanding and implementation of rules. This measure would
go further than measures 7b.2 and 7b.3 in that it would also include assistance also to manufacturers
(in addition to MSAs). It would provide a dedicated and permanent channel for assistance.

2 See for example Article 39 of the Fertilising Products Regulation (https://eur-lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=0J:L.:2019:170:FUL L &from=NL).
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Measure 7¢.4 — Third party channel for market surveillance

Citizens and compliant suppliers are the first affected by the placing on the market of non-compliant
products, as this affects their choices and creates market distortions. These stakeholders can also be
the first to discover that a product they have acquired or the product of a competitor is not compliant.
Creating a reporting channel for third parties to report suspected cases of non-compliance will support
the work of Market Surveillance authorities by allowing them to focus on likely cases of non-
compliance. This reporting channel will be open to all stakeholders, centralised, and allocate the
verification of reported cases to the most relevant Market Surveillance actors.

Options discarded at an early stage

1. Discarded measure under option 6 in the form of an obligation for companies to take
back, or donate for use, unsold products

This measure sets an obligation for companies to take back or donate unsold products, and to declare
their amount, to foster greater transparency. It has been discarded at an early stage due to the costs
and the administrative burden associated to it, which are deemed not proportionate to the
environmental and social benefits it could generate. Furthermore, it has significant overlap with the
ban, but would be a less efficient means of contributing to its objectives.

Description of the measure

This measure would include creating dedicated registries in Member States for specific product
groups to monitor the amounts of unsold products. It would also set obligations on relevant actors in
the value chain (e.g. producers, importers, retailers) to take back or donate for use unsold products
and to monitor and report their amount to national relevant authorities. To preserve commercial
confidentiality, only aggregated figures per type of products could be made publicly available. The
diffusion of the figures could force a whole value chain to prevent destruction of the unsold goods and
eventually improving its stock management processes.

For some product groups, registries already exist in Member States (e.g. in the context of EPR for
WEEE) where the producers declare the products placed on the market every year. In the
implementation of the measure, it would be explored if an additional field could be added in such
registries where the unsold products could be declared. There are several possible ways of Registries
could be set up at national or EU level, including through the refinement of existing databases. The
obligation on stakeholders to report on unsold goods could be considered as part of the revision of the
Ecodesign Directive, or through a new legislative measure.

Administrative burden
Administrative burden for economic operators

Companies will be impacted by the registry as well as the obligatory takeback scheme. The cost of the
registry will be similar to the one incurred by businesses concerned by the WEEE registry for
instance. A harmonised format for the registration of EEE producers was introduced with European
Commission Implementing Regulation (EU) 2019/290, reducing the previous administrative burden
associated with determining what unique information a Member State or EPR compliance system
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requires to register and where to find this information’3. A harmonised format would be needed
immediately to avoid such administrative burdens.

Cost estimation

No estimates of complying with a comparable registry (e.g.: the WEE registry) from a cost
perspective have been made. Estimates, based on input from industry associations, quantified a cost
increase of 5% for businesses overall for this policy option. The strongest cost increases are
associated to administrative costs (3.88%), operation and maintenance (2.75%) and other costs
(3.50%).

As shown in Annex 10, costs estimates for industry have been provided by nine industry associations
representing the battery, home appliances, packaging and textile industries. It emerged that the higher
cost increase is related to the obligation for companies to take back unsold products.

Administrative burden for the European Commission

The administrative burden would come primarily from the development and monitoring of the registry
on unsold goods.

Administrative burden for Member States

The administrative burden will be focused primarily on the development and monitoring of the
registry on unsold goods. It will require a close cooperation with the European Commission.

According to estimates from the Impact Assessment, at the MS level more than 2 FTESs are needed to
collect and treat data provided by manufacturers and importers on the number of unsold products.
The take back obligation for firms might not impact MS equally since it might already be
implemented (for example Belgium). The donation schemes are also widely practised at the municipal
level according to the interviewees.

Direct economic impact for businesses

CNBC reports that the average return represents 30 percent of the purchase price (clothing returns can
be closer to 40%’4). Returns represent up to 10% of the annual sales of online retailers. It has been
further estimated that retailers need to sell at least three units of the same product just to recover the
cost of one return. Managing returns has already become a priority for retailers, by increasingly
turning to third parties to optimise the efficiency for returned products and finding the best new route
for them.

Although a relatively new business model, the benefit reverse logistics brings to companies ranges
from three to 15 percent of the overall bottom line, according to the Reverse Logistics Association
(RLA) estimates’®. Companies active in electronics have turned the logistics function from a cost
centre to a profit source as well as decreasing their processing costs by up to 50%, reducing the
returned goods inventory.

Environmental and social benefits

A take back scheme with an obligatory declaration of unsold goods should yield similar
environmental effects as the ban, although to a lesser scale as businesses will not be forbidden to
destroy the final product. The impact of reverse logistics on the environmental is considered green as
the process includes remanufacturing, refurbishment, recycling, reuse, or asset recovery. Though

3 European Commission. Study on harmonisation of the format for registration and reporting of producers of Electrical and Electronic
Equipment (EEE) to the national register and on the frequency of reporting (2016)

" CNBC. A $260 billion ‘ticking time bomb’: The costly business of retail returns. https://www.cnbc.com/2016/12/16/a-260-billion-ticking-
time-bomb-the-costly-business-of-retail-returns.html 2016

> Full Circle: Reverse Logistics Keeps Products Green to the End https://www.inboundlogistics.com/cms/article/full-circle-reverse-
logistics-keeps-products-green-to-the-end/
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effective reverse logistics operations, companies are able to cut out inefficient return processes that
result in unnecessary transportation moves, helping to reduce carbon emissions and improve air
quality.

The social impact is expected to be similar to the ban under sub-option 6b. Companies will increase
their donations or second-hand sales as a result of the take back scheme. However, estimations
regarding the percentage of donated goods are usually company specific and not available per sector,
so it is impossible to quantify the magnitude. The working conditions of workers employed in reverse
logistics and in the handling of stock management and returns are generally poor. In Europe, several
unions have gone on strike to protest against poor working conditions. The implications of this sub-
option on the working conditions of those handling returned items and stock management can be
negative.

2. Discarded measure under option 3 to put in place a Sustainable Products Framework

This measure would take a longer-term view by establishing a new framework legislation with a
legally-binding, long-term plan, including sustainability principles and targets. The measures under
sub-option 3a and 3b would feed into and help to implement and achieve the targets and sustainability
principles set out in the framework legislation. The difference with sub-option 3a and 3b is that this
measure would integrate the Ecodesign directive into a larger framework, together with directly
applicable principles and targets, as a new approach to achieve the general objective.

The new framework legislation would contain:

— A set of overarching and directly applicable Sustainability Principles, intended to apply to
all products in SPI scope, in order to steer product design and foster sustainability and
circularity of value chains. The application of these principles would take the following
forms:

— At the level of Member States: Member States national and local governments would be
required by SPI to follow these principles as a priority when setting up and implementing
policies in relevant policy fields (explicitly mentioned in SPI), in particular incentive
schemes, public procurement policies, national regulations on products and consumption
compatible with EU Internal Market rules. By comparison with the application of the
‘waste hierarchy’ in the Waste Framework Directive, Member States would have the
possibility to adapt the application of Sustainability Principles to the national context and
administrative framework. National instruments could implement one Principle in
particular, as long as their implementation does not conflict with the other Principles.

— At EU level, the principles would be implemented through Ecodesign measures and would
guide the preparation of other EU legislation and instruments. In the former case of
Ecodesign, the principles would be integrated in SPI methodology and guide the
preparation, implementation and monitoring of measures. In the latter case of other EU
legislation and instruments, as there is no hierarchy between EU pieces of secondary
legislation, the Sustainability principles would be applied as non-binding policy guidance
and could inspire, for example, the setting of priorities in financial instruments and the
implementation of product-related legislation outside of SPI (for construction products for
example).

The following principles would be included in the proposed framework legislation, with the
necessary provisions to further codify them and their application:

e Principle of design for sustainability: i.e. the design of a product has to be conducted
with a view to optimise product lifetime, minimise environmental and social footprint
along their life cycle and to use safe, sustainable, recyclable and to the extent possible
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recycled materials; production lines, value chains and distribution networks should also
be conceived and managed with a view to maximise their sustainability.

e Principle of sustainable sourcing of materials: i.e. the purchaser of materials to be
included in a product is required to take steps to minimise the negative environmental and
social impacts associated with the material extraction and transformation, taking account
of the availability or not of recycled materials and of the objective of strategic autonomy
of EU economy.

e Principle of sustainable production: i.e. the manufacturer of a product is required to
take steps to minimise the negative environmental and social impacts of the
manufacturing processes and to maximise the well-being of the workers and communities
involved in the process.

e Principle of management for circularity: i.e. relevant supply chain actors
(manufacturers, waste managers etc.) are required to take steps to ensure that the
maximum usage value of a product is retained; whenever technical and economic
conditions allow, and without creating negative environmental and social impacts, repair,
upgrade and reuse should be preferred to remanufacturing, itself preferable to material
recycling and other forms of disposal.

e Principle of responsibility for information: i.e. each party in the value chain of a
product is required to take steps to keep track of and share along the value chain the
information necessary for other parties to evaluate the sustainability of the product
concerned and to perform value-retaining operations on it.

e Principle of avoidance of destruction: i.e. the usage value of products must not be
deliberately destroyed as long as a technically and economically viable solution exists
without creating negative and social impacts.

— Long-term targets on the achievement of quantified indicators related to the objectives of this
legislation, including:

— Reduction of the impacts of EU production and consumption to respect planetary
boundaries;

— Resource productivity and/or material footprint, as an indicator for decoupling of resource
use from economic prosperity;

— Percentage of recycled materials in production — CEAP includes the objective of doubling
EU circular material use rate in the coming decade;

— taking into account the EU’s legal obligation to reach net-zero GHG emissions by 2050).

These targets would not be legally binding but they would allow to clearly set the objectives
for SPI stakeholders” community and monitor the contribution of SPI implementation to their
achievement (or distance to achievement) in evaluation and reporting. They would be
monitored through a SPI ‘accounting tool’ similar to the current ‘Ecodesign accounting’ on
GHG reduction and energy efficiency.

Economic impacts

It is expected that the economic impacts on businesses and public authorities would be significant,
with potential new costs for compliance and enforcement of requirements. From the estimates
provided by industry representatives in targeted interviews (see Table 72 in Annex 11), it can be
inferred that the increase in costs associated with this measure is likely to exceed 5% of current
compliance costs. The impact on consumers will depend on the manner in which life-cycle costing is
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integrated in the framework’. However, these impacts could stabilise or reduce over time once the
new framework is in place for a few years, and starts delivering its benefits.

Furthermore, there could be issues of coherence with potential overlaps and incoherence if Member
States develop national legislation based on SPI Sustainability Principles, additional to the EU
requirements applicable to potentially the same products. The measures taken by Member States
would weaken the Internal Market for sustainable products.

Environmental impact

Though the legal provisions for the application of Sustainability Principles and the level of ambition
of long-term targets are not elaborated in detail, additional environmental benefits would presumably
be achieved in comparison with 3b.

6 In the current Ecodesign Directive, Least Life Cycle Cost (LLCC) ensures that the consumer does not pay a significantly high cost.
However, the application of the method to impacts other than energy consumption raises some methodological challenges. See Annex
16.
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Annex 10: Impacts of the policy options

1. INTRODUCTION

This Annex presents the analysis of the policy options described in the preceding section, and assesses
how they contribute to reaching the specific objectives. Each policy option has two or three sub-
options. Overall, approximately 60 specific measures are analysed across all the sub-options.

For each of these policy options this section includes a proportionate analysis of:
— economic impacts (positive and negative), covering opportunity costs, compliance costs and
administrative burden (for businesses and for public authorities),

— environmental impacts,

social impacts,

stakeholders' views.

The analysis considers the sub-options in a given policy option in isolation (i.e. 2a compared to 2b,
and to 2¢) and does not at this stage consider the interaction between sub-options across options. This
is considered reasonable as the options have been constructed to be largely independent, but an
analysis of the synergies between them and hence of the overall preferred option is presented later.

As is currently the case with the Ecodesign Directive, the actual impacts, both positive and negative,
on the economy and the environment, and in terms of administrative burden for all stakeholders,
depend to a large extent on the number of products regulated and the stringency of requirements to be
set in subsequent measures, that will themselves be subject to more detailed impact assessments

The below analysis is therefore focused on the potential that would bring a revision of the Ecodesign
Directive, without prejudice to the actual impacts, that will need to be identified individually, for each
product specific regulation, through their own impact assessments.

2. OPTION 1 - BUSINESS AS USUAL — GENERAL ASSUMPTIONS IN IMPACT ANALYSIS

The Business As Usual scenario is based on the absence of SPI with a 2030 horizon. The scenario
assumes the existing current and forward looking trends and problems, and a policy framework that
will influence these trends and therefore could have economic, environmental, social and other
implications. Ecodesign legislation will continue targeting energy-related products (including ICT
products) and focus on delivering improvements on energy efficiency and some other environmental
performance aspects of target products, in line with the requirements adopted in the latest regulations.
Due to current dynamic evolution of the EU policy landscape towards CEAP and Green Deal, a
number of other product related legislations are expecting revisions, which are likely to address
circular economy goals. In addition, new EU initiatives e.g., on empowering consumers for the green
transition, substantiating green claims are expected to facilitate transparency around sustainability of
various products. The EU will maintain its voluntary instruments (e.g., Ecolabel, GPP) and funding
and investment programmes for innovation, research, development, and market uptake are expected to
continue supporting sustainable products development and uptake.

Within the horizon of 2030 in the ‘no SPI’ scenario, social, economic, environmental benefits to be
delivered by the EU product policy instruments will be tangible but are difficult to quantify. However,
an uneven approach in support, less inclusive product scope, as well as missed synergies with SPI will
prevent further maximising the cumulative impact of the EU product policy portfolio.

Further analysis of the baseline specific to the different policy options is provided below.
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3. OPTION 2: EXTENSION OF THE PRODUCT SCOPE OF ECODESIGN LEGISLATION
3.1. Overview

Overview of policy option 2

Sub-option 2a: Extension to CEAP priority products (not addressed through separate legislation), and
energy-related products, including means of transports, textiles, furniture, high-impact intermediary products
and chemicals.

Sub-option 2b: Extension beyond sub-option 2a to all physical goods.

Sub-option 2c: Extension beyond sub-option 2b to all services.

Overview of Policy Option 2

Sub-option 2a: Extension to Circular Economy Action Plan priority products (not addressed through
separate legislation). Energy Related products, including means of transports, +

e Textiles,

e  Furniture,

e High impact intermediary products,
e Chemicals

Sub-option 2b: Extension beyond sub-option 2a to all physical goods

Sub-option 2c: Extension beyond sub-option 2b to all services

3.1.1.  Assumptions used in the analysis

. The main levers for environmental and economic effects are the number and types of products
regulated under the scope extension, and the corresponding improvement potentials.

. It is assumed that the requirements of an extended Ecodesign Directive can be brought about by
several means (lifetime extension through availability of spare parts, recyclability through
design, etc.), depending on the product under consideration. Not all of these measures can be
explicitly portrayed within the sub-options, so more general improvement potentials have to be
assumed based on experience with such measures (e.g., under the headline of circular economy
actions).

° The improvement potentials for some product groups are extracted from the literature. For
product groups for which no information is available, assumptions of maximum improvement
potentials are made (see Annex 4).

3.1.2.  What problem and specific objective does this option address

The extension of the product scope of the Ecodesign legislation addresses the problem that product
design does not sufficiently take into account environmental and social impacts over the life cycle,
including circularity aspects. By bringing more products into the scope of Ecodesign, this policy
option thus addresses specific objective 1: improve product sustainability. The sustainability
improvement spans beyond use-phase energy consumption to also tackle impacts at other stages of the
product life cycle.

Stakeholders’ views on PO2

Stakeholders showed some different views: while quite broad support for extension of the ecodesign instrument
emerged from a number of stakeholder categories some asked for the (initial) focus of the SPI to be on the
priority sectors of the CEAP, while others called for a broad extension to all products and for the future
framework to retain flexibility so that updates to rules remain possible where needed. No particular support for
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extension to services emerged. Industry representatives tended to cautiously support the extension of Ecodesign
Directive, but many underlined the need to retain a product-specific approach if the needs and complexities of
different sectors are to be taken into account. They called for individual assessments to be carried out before
laying down concrete rules for each new product added to the scope. Other stakeholders — in particular
Ecodesign practitioners from the public authorities — tended to be conservative regarding the scope of
Ecodesign: energy-related products and the other products are considered to have different features deserving
different legislative tools. Stakeholders across the categories underlined the need to ensure synergies with
existing EU legislation and avoid overlap on sustainability or design aspects, for the purpose of avoiding extra
administrative burden. SMEs’’, in particular, considered that products sold in the EU are not sustainable
because there is no harmonised set of requirements to foster sustainable design of products, nor to foster
sustainable services, indicating an inclination to expand the scope to other products as well as services.

Enforcement and market surveillance activities (e.g., inspections or audits) are seen as necessary to accompany
the implementation of the SPI and their robustness has an impact on how far to go when extending the scope.

The targeted survey provided a list of value chains which, according to the CEAP, should be included in the new
scope of the Ecodesign Directive, beyond energy-related products. The respondents indicated that the following
five sectors provide the highest circularity potential: packaging (71% of respondents), plastics (65%), textiles
(63%), electronics and ICT (62%), and waste collection, treatment and disposal services; materials recovery
services (60%).

One of the workshops gathered 73 MS representatives where all policy options were discussed. Concerning
PO2, participants expressed support for a scope of the SPI that would be open, and agreed with the list of
products suggested for priority action (see list in sub-option 2a). They felt the inclusion of services at this point
in time might be premature. Another workshop was organised with 180 stakeholders from various sectors. Here,
some stakeholders argued that the European Commission needs to be careful in expanding Ecodesign to other
non-energy related product sectors, such as construction materials, for which comparable legislation, that
addresses many sustainability aspects, already exists. Instead, there should be a recognition and coherence with
sectoral legislation. A package approach should be dropped to facilitate adoption of specific production
measures.

3.2. Baseline for PO2

In the absence of the SPI, the product scope of the Directive will remain on energy-related products,
including ICT products. New products will be regulated subject to the resources available at the
Commission to launch new implementing measures, but the Commission’s efforts will be mainly
focused on the revision of existing product legislation.

The current Ecodesign legislation covers energy-related products. While not all energy-related
products are currently regulated under Ecodesign, the regulated products still make up a considerable
fraction of energy consumption by energy-related products used in the EU, more specifically of
energy-using products.

With this scope, the current Ecodesign legislation covers about 4% of the European domestic final
demand, 3% of employment, 49% of GHG emissions, 59% of acidification, 50% of resource
depletion (raw materials) and 51% of primary energy consumption (see Table 26).

" SMEs participating in the OPC are defined as participants representing a company/business organisation with less than 250 employees
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Table 26 Coverage of current Ecodesign products scope with respect to economic and environmental
indicators; percentages represent shares of EU totals; source: own calculations based on EXIOBASE
v.3.8.1 (see Annex 4 for details)

Economic . .
. Environmental impacts
importance
Resour
GHG Human Particul | Photoche Resource | ce
Final | Employ | emissio .. | ate mical Acidifica . Ecotoxi | Land | depletion, | depletio | Primary
toxicity . Eutrophica | —
dema | ment ns [Mt [kt matter | ozone tion [mt tion [kt city [kt | use water n, raw | energy
nd [1000 CO2e emissio [kt formation | emissions emissions] emissio | [km2 | [Mm3 materia | consump
[bn€] | Persons] | emissio ns] emissio | [kt ] ns] ] consumpt | Is [Mt ] tion [PJ]
ns] ns] emissions] ion] extracti
on]
43| 7009 2,366 37| 2201 6951| 2083 4,902 29| 3%0|  3sp03| 7375| 32381
4% 3% 49% 22% 25% 27% 59% 16% 21% 5% 4% 50% 51%

3.2.1. Economic impacts
3.2.1.1.  Administrative burden
Administrative burden for economic operators

The BAU administrative burden on economic actors will depend on the products effectively
regulated, and the types and stringency of product requirements. The 2015 Impact assessment on
Review of the Energy Labelling Directive and the Ecodesign Directive, estimated the combined
administrative costs for manufacturers and dealers to be between €10 and 16m per year. While costs
for businesses do not necessarily correlate with the number of products under regulation, an increase
in the latter can be used as a rough indicator of the potential increase in BAU administrative costs for
businesses.

Administrative costs for the European Commission

Currently, about €0.4m per product are used for preparatory studies and impact assessment support
studies. The simplification of the process is expected to lead to a €50k reduction in these costs. Under
BAU, the number of studies needed will depend on the available resources. These are considered to
be insufficient and would need to increase by about 13 FTE to manage the existing product groups
regulated. It will vary between 3 per year based on current resources or higher in the case with
reinforcement,

. Administrative burden for Member States

BAU will not lead to a significant change in the market surveillance needs for EU Member States.
Any change will arise form additional products being regulated. It is estimated that the increase in
costs is proportional to any increase in the number of products covered by implementing acts.

3.2.1.2. Direct economic impact for businesses

The impacts of Ecodesign for Energy Related products have been assessed through impact
accounting. While the effect will depend on the specific product, it is assumed that any new product
requirements for energy-related products will have broadly comparable economic effects.

3.2.1.3. Indirect economic impact for businesses

No additional indirect economic impacts for businesses are expected.
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3.2.1.4. Economic impact for citizens

The EIA Status Report 2020 savings on consumer expenditures of €60 billion per year induced by the
current Ecodesign legislation (in combination with the EU Energy Labelling legislation). These
savings comprise €75 bn energy savings and €8 bn reduced expenditures for consumables (including
paper and toner for imaging equipment, water and detergents for washing machines and dishwashers,
bags for vacuum cleaners, shielding gas, filler wire and electrodes for welding equipment), minus €23
billion per year increased acquisition costs for regulated, and thus more expensive, products. Further
changes under BAU are assumed to have comparable economic impacts.

3.2.2.  Environmental impacts

The actual progress under BAU will depend on the rate at which existing product regulations can be
reviewed and new products addressed.

Under the assumption of maximum improvement potentials (see Annex 4), BAU would theoretically
be able to provide considerable benefits in all environmental impact categories, ranging between 0.4
and 8.8%, depending on the impact category. However, it should be noted that the products covered in
this analysis are not all those currently in scope of Ecodesign. Based on the estimated primary energy
coverage these figures should be multiplied by 1.1. In reality the achievable savings will be lower
since it will not make sense to regulate all products in scope.

Table 27 Maximum improvement for BAU as a % of EU totals

GHG Human |[Particulate Photochemical|Acidification|Eutrophication|Ecotoxicity [Land [Resource |Resource |Primary
emissions|toxicity |matter ozone use depletion,|depletion, |energy
formation water raw consumption
materials

7.4% 3.3% 3.8% 4.1% 8.8% 2.4% 3.2%| 0.7% 0.4% 7.5% 7.7%

3.3. Sub-option 2a: Extension to Circular Economy Action Plan priority products

Ecodesign currently covers “energy-related products”. Under this sub-option, the Ecodesign scope
will be extended to a limited list of priority products showing the highest environmental impacts and
best improvement potential from a sustainability and circularity point of view. This sub-option builds
notably on the results of a Scoping study to identify potential circular economy actions, priority
sectors, material flows and value chains’, the European Commission Staff Working Document titled
“Sustainable Products in a Circular Economy - Towards an EU Product Policy”” and an
Environmentally Extended Multi-Regional Input-Output (EE-MRIO) Analysis®.

Accordingly, under sub-option 2a, the new SPI legislation®! would cover:

e energy-related products (including means of transport)®?,
e textiles,
e chemicals®,

"8 Scoping study to identify potential circular economy actions, priority sectors, material flows and value chains, IVM et al. for the European
Commission, 2014

™ SWD(2019)91 final

8 Using Exobiase (https://www.exiobase.eu/index.php), for further details refer to annex 4.

8 please see Annex 14 for explanation of articulation with existing legislation

8 This corresponds to the product coverage of the Ecodesign Directive, with the exemption of means of transport, currently excluded.

8 Understood as intermediate products (e.g. industrial solvents) or final products e.g. such as detergents or cosmetics. Where chemicals are
destined/used for food related purposes and are not considered as food or feed, they will be subject to the relevant sectoral legislation,
including the future sustainable food systems framework legislation, as announced in the Farm to Fork Strategy
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e high-impact intermediary products, and
e furniture.

This extension of scope would encompass products responsible for 19% of EU domestic demand,
19% of employment, 14% of EU GHG emissions, 12% of acidification, 18% of resource depletion
and 15% of primary energy consumption. Including the baseline the total scope of SPI would cover
products representing 23% of European domestic final demand, 22% of employment, 63% of GHG
emissions, 71% of acidification, 68% of resource depletion (raw materials) and 66% of primary
energy consumption. Table 28 provides an overview of the economic importance and environmental
impacts.

Table 28 Potential coverage of baseline and sub-option 2a products scope with respect to economic
and environmental indicators; percentages represent shares of EU totals; source: own calculations
based on EXIOBASE v.3.8.1 (see Annex 4 for details)

Economic . .
. Environmental impacts
importance
GHG _ Photoche Resource Resou_rce
.. |Human [Particulat [mical - . . .~ |depletion,| _ .
. emission L Acidificat|Eutrophic|Ecotoxici depletion, Primary
Final Employm toxicity |e matter|ozone . - Land use raw
S [Mt . lion [mt|ation [kt[ty [kt water . energy
demand [ent [1000 [kt [kt formation| . . . . [thousand materials
CO2e . - emissions [emissions|emissions [Mm3 consumpt
[bn€] Persons] .. |emissions|emissions [kt s km2] [Mt .
emission ] ] ] consumpt . lion [P]]
] I emissions . extraction
s] ion]
1 1
3,079 47,004 3,030 103 5,230 11,650 2,531 9,524 134 1,381| 136,196] 10,014 41,698
23% 22% 63% 60% 60% 46% 71% 31% 58% 23% 14% 68% 66%

3.3.1. Economic impacts
3.3.1.1. Administrative burden
Administrative burden for economic operators

The administrative burden on economic actors will depend on the products effectively regulated, and
the types and stringency of product requirements. It is broadly analysed in the following sections, and
will be further looked at in individual, product-specific or group of products impact assessments. In
the 2015 Impact assessment on Review of the Energy Labelling Directive and the Ecodesign
Directive, the administrative costs for manufacturers and dealers combined were estimated to be
between 10 and 16 million EUR per year. While the costs for businesses do not necessarily correlate
with the number of products under regulation, the increase in the latter within the scope extension can
in any case be used as a rough indicator of the potential increase in administrative costs for
businesses. The scope extension under sub-option 2a would roughly imply a doubling of the number
of products effectively regulated, which would imply an increase in administrative costs for
businesses between 10 and 16 million EUR per year.

Administrative cost for the European Commission

Currently, about EUR 400 000 per product are used for preparatory studies and impact assessment
support studies. The simplification of the process is expected to lead to a reduction in these costs of
about EUR 50 000. The scope extension under sub-option 2a would roughly imply a doubling of the
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number of products effectively regulated. In contrast to the administrative costs for businesses, the
personnel requirements and expenses for preparatory studies can be assumed to be more directly tied
to the number of products under regulation. Assuming similar personnel requirements of
approximately 0.75 FTE of Commission staff per product group, plus management and support staff,
and the reduced expenses for preparatory studies linked to the streamlining of the process, the
coverage of 27 product groups would require around 25 FTEs, which equate to about EUR 4 million
in personnel costs per year once all products are regulated, plus an additional EUR 10 million for
preparatory studies The latter would be spread across several years, depending on the implementation
schedule.

Administrative burden for Member States

The extension of the scope of the Ecodesign Directive will increase the market surveillance needs for
EU Member States by increasing the number of products to be looked at. Considering that EU
Member States are required to guarantee that Market Surveillance Authorities have the necessary
resources and knowledge to perform their functions, the scope extension under sub-option 2a will
likely increase administrative costs for EU Member States. It can be estimated that the increase in
costs is proportional to the increase in the number of products that will be effectively covered through
SP1 acts. For example, in the Netherlands these costs are in the order of 700-800 000 EUR/year.

3.3.1.2. Direct economic impact for businesses

The Ecodesign provisions which are more important for non-energy-using products, relating to e.g.,
recycled content and extended product lifetimes, will likely lead to a reduction in the demand for
primary materials and new products, while at the same time the demand for spare parts and repair
services is expected to increase. This will likely lead to a reduction in revenues for some industries,
such as raw material processors, while others will benefit, such as repair and maintenance services.
The sum of these impacts is difficult to estimate, since a multitude of effects happen concurrently. A
few studies attempt to quantify these overall economic effects, coming to partly diverging
conclusions.

A recent study by Cambridge Econometrics, Trinomics and ICF® attempts to quantify the
macroeconomic impacts of circular economy measures in the EU for the five product groups of food
products and beverages, motor vehicles, construction, electronics and electrical equipment, and waste
collection and treatment. For each product group, several assumptions are made regarding changes in
production processes (e.g., from primary to recycled input), consumption (e.g., more demand for
repair services, less demand for new products) and investment expenditures (e.g., for recycling
infrastructure), ranging from 2.5 to 50% compared to the baseline values. The scenarios constructed in
this way do not, however, consider administrative costs, while essentially assuming a fully elastic
money supply. In combination, the scenarios are estimated to lead to an increase of EU GDP between
0.3 and 0.5%. In contrast, Donati et al. (2020)% estimate a considerable GDP reduction of
approximately 7% for the EU, based on a combination of measures including delayed replacement,
use intensification, design improvements of products, sharing models and scrap diversion. However,
this figure can be considered an upper bound of the potential negative effects and is a result of
partially restrictive modeling assumptions. Finally, Wiebe et al. (2019)% analyse a circular economy
scenario at the global level, including broad measures such as recycling, reducing, and repair, reuse

8 Cambridge Econometrics, Trinomics and ICF (2018): Impacts of circular economy policies on the labour market.
https://op.europa.eu/en/publication-detail/-/publication/fc373862-704d-11e8-9483-01aa75ed 71al/language-en

8 Donati, F.; Aguilar-Hernandez, G. A.; Sigiienza-Sanchez, C. P.; Koning, A.; Rodrigues, J. F.D.; Tukker, A. (2020): Modeling the circular
economy in environmentally extended input-output tables: Methods, software and case study. In Resources, Conservation and Recycling
152, p. 104508.

8 Wiebe, K. S.; Harsdorff, M.; Montt, G.; Simas, M. S.; Wood, R. (2019): Global Circular Economy Scenario in a Multiregional Input-
Output Framework. In Environmental Science & Technology 53 (11), pp. 6362-6373.
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and service. While they do not provide GDP results for the EU, largely positive employment effects
of up to 6% also indicate positive effects on the European GDP.

Potential increases in costs for SME need to be closely monitored and correlated with potential
improvement of their market positioning. Among the product groups to be included in the scope, this
is especially the case for the construction sector, which has the highest share of SMEs among the
added product groups.®

3.3.1.3. Indirect economic impact for businesses

Structural shifts are expected in the economy, resulting from less demand for traditional
manufacturing and more for repair and related services, etc. The literature is inconclusive on the
overall effect. As a result, these effects are difficult to quantify.

3.3.1.4. Economic impact for citizens

Unlike energy-using products, in the case of non-energy-using products, consumers will not
experience savings through energy demand reductions. Instead, savings may materialise in the form of
fewer purchases of new products (because products can be kept longer in use due to Ecodesign
provisions). This demand reduction may be countered by increased demand for spare parts and repair
services. As with the economic impacts for businesses, however, the net effect is difficult to quantify.

3.3.2.  Environmental impacts

While the EIA Status Reports use product-level calculations to arrive at the aggregate improvement
potential of Ecodesign, this is unfeasible for the scope extension beyond energy-related products,
since a multitude of measures are possible to reduce the environmental impacts beyond the use phase
(such as increased lifetimes and recycled contents in products). For a small number of product groups
regulated under Ecodesign (welding equipment, servers and data storage products, and electronic
displays), impact assessments have estimated specific environmental effects of Ecodesign provisions
not related to use-phase energy consumption (see Polverini 2021). However, these results are too
specific to be used in the much broader assessment of a general Ecodesign scope extension.
Therefore, more general information on the potential environmental effects of measures not related to
use-phase energy consumption was collected and is reported in Annex 4.

Under the assumption of maximum improvement potentials (see Annex 4), sub-option 2a would be
able to provide considerable benefits in all environmental impact categories, ranging between 4 and
16%, depending on the impact category. Specifically, it would effectively double the reduction of
GHG emissions in comparison with the current Ecodesign legislation. Due to the inclusion of the
priority product groups of the Circular Economy Action Plan, considerable reductions are also
possible in the case of other environmental impact categories.

Table 29 Maximum Improvement potential relative to BAU for scope 2a as a % of total EU impacts

GHG Human |Particulate |Photochemical |Acidification [Eutrophication |Ecotoxicity |Land |Resource |Resource |Primary
emissions [toxicity [matter ozone use depletion, |depletion, |energy
formation water raw consumption
materials
6,8%| 15,8% 16,5% 9,3% 6,4% 6,8% 151%| 8,5% 4,2% 10,0% 6,8%
87 German Federal Statistical Office (2018). Statistics on small and medium-sized enterprises.

https://www.destatis.de/EN/Themes/Economic-Sectors-Enterprises/Enterprises/Small-Sized-Enterprises-Medium-Sized-
Enterprises/_node.html
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3.3.3.  Social impacts

The EIA Status Report 2019 reports one category of social impacts, i.e. the number of additional jobs
in the industry, wholesale, retail and installation sectors which are directly linked to the estimated
additional revenues of these sectors resulting from the Ecodesign legislation (see section on economic
impacts). Similarly to above, the assumed mechanism leading to additional jobs holds for the
regulation of energy-using products, but not necessarily for the products covered under the scope
extension.

The studies cited above for economic effects also report social effects in the form of employment
changes. The study by Cambridge Econometrics, Trinomics and ICF estimates employment effects of
circular economy measures of approximately 0.3% additional demand for jobs in the EU, mainly
driven by additional labour demand in the recycling sectors. Wiebe et al. (2019) find more
pronounced positive employment effects for the EU, which average at about 4%. In contrast, Donati
et al. (2020) estimate an employment reduction of approximately 8% for the EU as a whole.

3.4. Sub-option 2b: Extension beyond sub-option 2a to all physical goods

Under sub-option 2b, all physical products (except for agricultural and food products) would be
included. This extension of scope would encompass products responsible for 22% of EU domestic
demand, 21% of employment, 16% of EU GHG emissions, 42% of human toxicity and 18% of
primary energy consumption. Including the baseline the total scope of 26% of European domestic
final demand, 24% of employment, 65% of current GHG emissions, 64% of human toxicity emissions
and 69% of primary energy consumption.

Table 30 Potential coverage of baseline and sub-option 2b product scope with respect to economic
and environmental indicators; percentages represent shares of EU totals; source: own calculations
based on EXIOBASE v.3.8.1 (see Annex 4 for details)

Economic ; ;
. Environmental impacts
importance
GHG _ Phptoche Resource Resou.rce
.. |Human [Particulat [mical i . - . |depletion,| _ .
. emission . Acidificat|Eutrophic |Ecotoxici depletion, Primary
Final Employm toxicity |e matters |ozone . . Land use raw
s [Mt . lion[mt |ation [kt |ty [kt water . energy
demand |ent [1000 [kt [kt formation| .~ - L [thousand materials
CO2e . . emissions[emissions|emissions [Mm3 consumpt
[bn€] Persons] .. |emissions|emissions | [kt s km2] [Mt .
emission L 1 ] 1 consumpt . _lion [PJ]
1 1 emissions . extraction
s] ion]
1 1
3,441 51,754 3,145 109 5,608 12,501 2,609 10,332 142 1,736 159,255| 10,436] 43,830
26% 24% 65% 64% 64% 49% 74% 34% 61% 29% 17% 70% 69%

3.4.1. Economic impacts
3.4.1.1. Administrative burden
Administrative burden for economic operators

The administrative burden on economic actors will depend on the products effectively regulated and
the stringency of product requirements. As outlined above, a rough estimate can be based on the
number of products effectively regulated under the scope extension. For sub-option 2b, the extension
to the remaining physical products would imply a little more than a doubling of the number of
products groups covered in the baseline. The additional burden would thus sum to EUR 11 to 18
million per year compared to the baseline.
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Administrative costs for the European Commission

The scope extension from 2a to 2b only involves a limited number of products that would presumably
lead to horizontal regulations, rather than product-specific. It is fair to assume that an additional 2-3
regulations would be useful to cover the scope extension. Based on the assumed doubling of potential
regulations under sub-option 2a, the additional number of regulations would therefore be around 30.
Under the same assumptions of personnel requirements of approximately 0.75 FTE per product group,
the additional FTEs compared to the baseline would then be roughly 28 FTEs.

At the same time, compared to the baseline, a total of EUR 11 million would be required for initial
preparatory studies at a cost of EUR 350 000, which could be spread over a number of years,
depending on the prioritization of needs. However, compared to sub-option 2a, this sub-option would
present the added value of not having to revise the overarching legislative framework should action
need to be taken for new or future product categories.

Administrative burden for Member States

The extension of the scope will increase the market surveillance needs for EU Member States by
increasing the number of products to be looked at. Considering that EU Member States are required to
guarantee that Market Surveillance Authorities have the necessary resources and knowledge to
perform their functions, the scope extension under sub-option 2b will likely increase administrative
costs for EU Member States. It can be estimated that the increase in costs is proportional to the
increase in the number of products that will be effectively covered through SPI acts. However, some
scale effects may be realised, leading to lower specific costs and thus a less than proportional
increase.

3.4.1.2. Direct economic impact for businesses

The economic effects described above for sub-option 2a apply to a small range of high-impact product
groups, which mostly overlap with the priority product groups in the CEAP. The addition of the
remaining physical products in sub-option 2b would increase the market share of covered products by
13%. However, the overall economic effects likely remain in the same broad range cited above.

3.4.1.3. Indirect economic impact for businesses

Structural shifts are expected in the economy, resulting from less demand for traditional
manufacturing and more for repair and related services, etc. The literature is inconclusive on the
overall effect and these effects are difficult to quantify.

3.4.1.4. Economic impact for citizens

Similar to sub-option 2a, the net effects for citizens are difficult to quantify, since in the case of non-
energy-using products, consumers will not experience savings through energy demand reductions.
Instead, savings may materialise in the form of fewer purchases of new products (because products
can be kept longer in use due to Ecodesign provisions). These demand reductions may be countered
by increased demand for spare parts and repair services provided their prices are affordable.

3.4.2. Environmental impacts

The environmental impacts of sub-option 2b are very similar to those of sub-option 2a in all impact
categories, ranging from 5 to 18%, depending on the impact category (see Table 31). However, the
wide scope of sub-option 2b — which may in the future include novel products whose impacts remain
as yet unknown — makes it impossible to accurately calculate its full coverage potential, which could
be far higher than the above-mentioned figures. In terms of readying the EU to address possible future
(as yet unknown) product sustainability challenges, and lessening the likelihood of problematic
regulatory gaps occurring (as is now the case), this sub-option scores better in terms of efficiency and
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it is more suitable than sub-option 2a due to being more future proof. There would also be additional
positive impacts from developing horizontal measures applying to the products groups not covered in
2a. In practice, under this sub-option, following a prioritisation exercise, the first product groups
tackled would likely be those identified under sub-option 2a (as not all products will be tackled at
once, rather turned into a workplan over a number of years).

Table 31 Maximum improvement potential compared to BAU for scope 2b as a % of total EU impacts

GHG Human Particulate |Photochem|Acidificati [Eutrophic |Ecotoxicity|Land use [Resource |Resource [Primary
emissions |toxicity matter ical ozone |on ation depletion, |depletion, |energy
formation water raw consumpti

materials |on

7,4% 16,8% 17,6% 10,1% 6,9% 7,4% 16,0% 9,8% 4,8% 10,6% 7,6%

3.4.3. Social impacts

The EIA Status Reports detail one category of social impacts, i.e. the number of additional jobs in the
industry, wholesale, retail and installation sectors which are directly linked to the estimated additional
revenues of these sectors resulting from the Ecodesign legislation (see section on economic impacts).
Similarly to above, the assumed mechanism leading to additional jobs holds for the regulation of
energy-using products, but not necessarily for the products covered under the scope extension.

The studies cited above for economic effects also report social effects in the form of employment
changes. The study by Cambridge Econometrics, Trinomics and ICF estimates employment effects of
circular economy measures of approximately 0.3% additional demand for jobs in the EU, mainly
driven by additional labour demand in the recycling sectors. Wiebe et al. (2019) find more
pronounced positive employment effects for the EU, which average at about 4%. In contrast, Donati
et al. (2020) estimate an employment reduction of approximately 8% for the EU as a whole.

The scope extension beyond the priority product groups of the CEAP would increase the potential
reach of Ecodesign to about 24% of European employment. However, the magnitude and direction of
potential changes in employment are difficult to estimate. The studies cited above provide a possible
range of the changes.

3.5. Sub-option 2c¢: Extension beyond sub-option 2b to all services

Under sub-option 2c, services would be added to the scope, which would lead to an additional 52%
of European domestic final demand, 53% of employment and 10 to 32% of environmental impacts
covered under Ecodesign.

Table 32 Potential coverage of sub-option 2c product/service scope including baseline with respect to
economic and environmental indicators; percentages represent shares of EU totals; source: own
calculations based on EXIOBASE v.3.8.1 (see Annex 4 for details)

Economic

. Environmental impacts
importance

GHG Human |Particulat |Photoche Resource |Resource

. L. .. . Acidificat|Eutrophic|E ici . . Primar
Final Employm |emission |toxicity |e matter [mical iof\'c;;nltcat atliJctar?‘[)ktlc tcgz?xncn Land use |depletion,|depletion, enlera y
demand |ent [1000 |s [Mt [kt [kt ozone emissions |emissions e)rlnissions [thousand |water raw cons%)rin i
[bn€] Persons] |CO2e emissions|emissions|formation ] 1 skm2] [Mm3 materials ion [PJ]p

emission ] ] [kt consumpt |[Mt
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s] emissions ion] extraction

1 ]

10,257] 163,800 3,999 150 7,595 20,531 3,173| 17,410 203 2,546 265,032| 11,871] 55,681
78% 7% 83% 88% 87% 81% 90% 57% 88% 42% 28% 80% 88%

3.5.1. Economic impacts
3.5.1.1. Administrative burden
Administrative burden for economic operators

The administrative burden for businesses of the scope extension to all services is difficult to estimate,
as no precedents exist for estimating the cost of the regulation of services under Ecodesign legislation.
It will have to be assessed when looking at service-specific measures.

Administrative costs for the European Commission

The administrative burden for the European Commission of the scope extension to all services is
equally difficult to estimate, as no precedents exist for estimating the cost of the regulation of services
under Ecodesign legislation in this regard either. In addition, due to the heterogeneity of services the
total administrative effort cannot be estimated by scaling up product level estimates.

Administrative burden for Member States

The same conclusions as for the administrative costs for the European Commission apply.

3.5.1.2. Direct economic impact for businesses

The addition of all services under sub-option 2¢ would increase the share of European final demand
covered by a factor of 2.3 relative to the baseline. However, similarly to sub-option 2b, the potential
GDP effects are unlikely to increase by such a factor. The heterogeneity of services additionally
complicates the quantification of potential effects.

SMEs may be disproportionally affected by the scope extension to services since the service sectors
generally display relatively high shares of SMEs.%

3.5.1.3. Indirect economic impact for businesses

Structural shifts are expected in the economy, involving less demand for traditional manufacturing
and more for repair and related services, etc. The literature is inconclusive on the overall effect. As a
result, these effects are difficult to quantify.

3.5.1.4. Economic impact for citizens

Similar to sub-options 2a and 2b, the net effects for citizens are difficult to quantify.

88 German Federal Statistical Office (2018). Statistics on small and medium-sized enterprises.
https://www.destatis.de/EN/Themes/Economic-Sectors-Enterprises/Enterprises/Small-Sized-Enterprises-Medium-Sized-
Enterprises/_node.html
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3.5.2.  Environmental impacts

The marginal environmental improvement potential of sub-option 2c is higher than that of sub-option
2b, ranging from 7 to 22%, depending on the impact category. The inclusion of all services creates a
large reduction potential since they partially display high environmental impacts through their supply
chains.

Table 33 Maximum improvement potential compared to BAU for scope 2c as a % of total EU impacts

GHG Human Particulate |Photochem|Acidificati [Eutrophic |Ecotoxicity|Land use [Resource |Resource [Primary
emissions |toxicity matter ical ozone |on ation depletion, |depletion, |energy
formation water raw consumpti

materials |on

10,9% 21,5% 22,1% 16,4% 10,1% 12,0% 21,3% 12,5% 7,0% 12,5% 11,3%

3.5.3.  Social impacts

The scope extension to all services would dramatically increase employment potentially addressed by
the measures as the majority of economic sectors would be included in the scope. However, the
employment effects are unlikely to increase by such a factor and will probably remain in the range of
-8% to +4%.

3.6. Impacts on third countries:

The expansion of the product scope of the Ecodesign legislation will have a direct impact on
importers of the affected product groups, since the latter will have to comply with the provisions of
the Ecodesign legislation, involving administrative costs for compliance. For the products coming into
the scope under sub-option 2a (textiles, furniture, high-impact intermediates and chemicals), the
average share of imported goods is 19% of European final demand and 15% of intermediate demand.
These shares are lower than for energy-related products under the current Ecodesign regulation (24%
of final demand and 21% of intermediate demand). The relative effect on third countries is therefore
more limited for the additionally regulated product groups than for those currently under regulation.
For the remaining physical products to be included under sub-option 2b, 14% of both intermediate
and final demand is sourced from international suppliers. Finally, for services to be included under
sub-option 2c only 9% of intermediate demand and 8% of final demand is supplied from outside
Europe.®®

Third countries will also be impacted by the reductions in environmental burdens induced by a wider
product scope. Of the currently regulated products, approximately 45% of the environmental impacts
are embodied in imported goods. While for the additional products covered under sub-option 2a the
share of environmental impacts embodied in imports drops somewhat, it still amounts to 33%. For the
remaining physical products covered under sub-option 2b, about 28% of the environmental impacts
are embodied in imports; for services covered under sub-option 2c, this value drops to 12%.
Therefore, though this effect is reduced in relative terms moving from sub-option 2a to sub-option 2c,
considerable reductions in environmental impacts can be achieved outside the European Union
through the scope extension.

8 Own calculations with EXIOBASE v.3.8.1.
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3.7. Summary of impacts
Table 34 Administrative burden of PO2

Administrative burden Option 2
Businesses Administrations
One-off Recurrent One-off Recurrent
Sub- Direct |none EUR 10 to 16 million per | Preparatory 25 FTEs
option 2a | costs year studies: 10M€
Indirect | none n.a. none n.a.
costs
Sub- Direct |none EUR 11 to 18 million per | Preparatory 28 FTEs
option 2b | costs year studies: 11M€
Indirect | none n.a. none n.a.
costs
Sub- Direct |none Additional expenses for|additional Additional expenses for
option 2c | costs ensuring compliance of | expenses for | regulation of services.
services. preparatory
studies on top of
2b
Indirect | none n.a. none n.a.
costs

Table 35 Economic impacts of PO2

Economic impacts

Description Amount/qualitative Comments

Option 2a Option 2b Option 2¢

Direct impacts

Additional costs for the Scope extension to more products leads
EU and MS to cost increases for all involved
administrations as well stakeholders.

as businesses
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Impacts on businesses

+/-

+/-

+/-

Businesses may be negatively affected
by demand reductions (e.g., due to
longer lasting products or price
increases) and positively affected by
increased demand for repair and related
services or higher demand for EU
products, which would more easily
comply with requirements. The
literature is inconclusive on the overall
effect.

Impacts on consumers

+/-

+/-

+/-

Consumers  may  benefit  from
prolonged functionality of products
and reduced demand for new products,
while they may be burdened by
additional expenses for products, and
repair and related services. The
literature is inconclusive on the overall
effect.

Indirect impacts

Indirect  effects
overall economy

on

+/-

+/-

+/-

Structural shifts are expected in the
economy, involving less demand for
traditional manufacturing and more for
repair and related services, etc. The
literature is inconclusive on the overall
effect.

Table 36 Environmental impacts of PO2

Environmental impacts

Description Amount/qualitative Comments
Option 2a Option 2b Option 2¢
Direct impacts

Overall  environmental |++ ++ +++ Overall, considerable positive
effects environmental impacts are expected
from the sub-options in comparison
with BAU (exemplary reduction

potentials listed below).
Reduction potential of |7% 7% 11% Increased scope leads to an increasing

GHG emissions

GHG reduction potential for sub-
options 2a to 2c, though difference
between 2a and 2b is negligible.
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Reduction potential of [16% 17% 22% Increased scope leads to an increasing
human toxicity human toxicity reduction potential for
sub-options 2a to 2c, though difference
between 2a and 2b is negligible.

Reduction potential of [10% 11% 13% Increased scope leads to an increasing

resource depletion (raw resource depletion reduction potential

materials) for sub-options 2a to 2c, though
difference between 2a and 2b is
negligible.

Table 37 Social impacts of PO2

(1) Social impacts

Description Amount/qualitative Comments

Option 2a Option 2b Option 2c

Direct impacts

Overall effect on EU |+/- +/- +/- Effects on employment are expected to
employment follow overall economic effects. While
manufacturing industries may

experience slight employment
decreases due to reduced product
demand, repair and related services
may experience slight increases. The
literature is inconclusive on the net
effects on employment.

Indirect impacts

n.a.
4, OPTION 3: EXTENSION OF SUSTAINABILITY REQUIREMENTS FOR PRODUCTS
4.1. Overview

Overview of Policy Option 3
Sub-option 3a: Enhanced sustainability requirements

e Measure 3a.1 — Minimum requirement on the durability or reliability of the product or its
components

Measure 3a.2 — Minimum requirements on reparability and upgradability

Measure 3a.3 — Restricting the presence of substances hindering circularity

Measure 3a.4 — Minimum requirements on recycled content on the product or components
Measure 3a.5 — Minimum requirements to reduce carbon and environmental footprints set at
process and/or life cycle environmental impact(s) level

e Measure 3a.6 — Requirements enabling high-quality recycling
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Sub-option 3b: Far-reaching sustainability requirements

e Measure 3b.1 — Adoption of SPI measures setting out requirements covering large groups of
products

e  Measure 3b.2 — Minimum requirements on re-manufacturability

e Measure 3b.3 — Requirements of due diligence on the supply chain of products

Sub-option 3c: Bans on some products

4.1.1.  Assumptions used in the analysis

e The main levers for the environmental, social and economic effects are the scope of the
requirements and their stringency.

e It is assumed that the requirements of these sub-options will vary across sectors and specific
adaptation will be required in implementing measures to integrate the different SPI measures.

4.1.2.  What problems and specific objective(s) does this option address

This option addresses sub-problems 1 and 2, i.e. the fact that (i) product design does not sufficiently
take into account environmental and social impacts over the life cycle, including circularity aspects;
and (ii) it is too difficult for economic operators and consumers to make sustainable choices in
relation to products. By imposing requirements on the sustainability of products, this option will
influence the design of products and eliminate the less sustainable ones from the EU market, hence
facilitating the choice of economic operators and consumers.

The option will target specific objective 1 on improving product sustainability. While sub-option 3a
will introduce minimum requirements for specific product groups, sub-option 3b will create the
possibility to set requirements for large groups of products sharing common characteristics as well as
requirements on social aspects. Both sub-options 3a and 3b will introduce or revise product
requirements through SPI measures, following the preparation and adoption process provided in the
legislation. Sub-option 3c establishes the possibility to ban certain products or materials in products.

Stakeholders’ views on PO3

Several questions were asked in the OPC inviting stakeholders to provide an indication of their views on
aspects relating to some of the measures under PO3. The most significant part of respondents were industry
representatives (56%), while EU citizens represented 16% of total respondents, and NGO's and
environmental organisations together 10%. Therefore, the share of stakeholder groups representability needs
to be taken into account.

About 55% of the respondents agreed or strongly agreed that voluntary approaches such as labelling do not
provide sufficient incentives for businesses to provide more sustainable products — even though the views of
sectors diverged somewhat (84% of EU citizens, 38% of industry® representatives, 58% of NGOs and 91%
of environmental organisations). SME views on voluntary approaches align with the average. There was
overall support (59%o) for establishing binding rules on actions to be taken by producers to improve
durability, re-usability, upgradability and reparability to improve the situation compared to the baseline,
though some sectors’ views diverged (40% of the industry ranked this measure as important or very
important, while 87% of EU citizens, 88% of NGOs and 91% of environmental organisations did so). SMEs

% Business associations and companies
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are slightly less supportive of binding rules (56%, n=59), though still a majority of this group is in favour. In
addition, overall 58% of respondents agreed or strongly agreed that economic actors do not have adequate
and reliable information on the sustainability of products (56% of EU citizens, 54% of industry
representatives, 78% of NGOs and 81% of environmental organisations). This view is slightly higher
amongst SMEs (69%, n=59).

On the question on product design rules and general product requirements to foster overall sustainability of
products in the EU as set out in the CEAP, the following four options received the highest scores, i.e.
between 32% and 35% of the highest score and 18% to 24% of the second highest (4 out of 5): setting
binding rules for durability, usability, etc.; prioritising modular designs to facilitate easy repair, upgrade,
remanufacture, etc.; producers ensuring information on reparability; and ban on substances inhibiting
circularity - even though within certain sectors views diverged on these issues. Out of these, the option which
received the highest percentage of the highest preference score was ‘Set[ting] binding rules detailing, at
product group level, what actions producers are obliged to take to improve their products’ durability,
reusability, upgradability and reparability’. The views of certain sectors diverged with 88% of EU citizens,
88% of NGOs and 91% of governmental organisations showing very high or high preference, while only
40% of industry representatives shared this preference.

In targeted interviews (see Annex 2), minimum sustainability requirements on products (e.g., included in a
revision of current Ecodesign rules) were considered by some interviewees — in particular NGOs and
consumer associations — as the most effective means of reducing products’ environmental impact, because
not enough consumers are ready to pay more for sustainability. Nonetheless, some industry representatives
expressed concerns about the costs involved in testing certain requirements (e.g., product lifespan
requirements and product environmental footprint requirements — in particular if the SPI measure specifies
that PEF studies should be used) and how difficult it might be to comply with certain requirements (e.g., on
recycled content). Part of the industry was also concerned about potential increases in the administrative
burden (e.g., because of due diligence requirements). In general, however, corporate interviewees
supported a product-specific approach to the requirements placed by the SPI and expressed readiness
to comply with additional requirements, provided these are grounded in a robust Impact Assessment and
the verification of compliance relies on high quality testing standards. SMEs, however, said they may find it
challenging to test the durability of products. Requirements already foreseen in the existing Ecodesign
directive are expected to elicit the most effort from manufacturers, though these are expected to provide the
highest benefit (via NGOs) and have a large impact on reducing the environmental/social impact of products
(via academic/research institutions).

At a workshop with 73 MS representatives in relation to sustainability requirements for products (PO 3),
general support was expressed for requirements on durability and reparability, and a number of participants
underlined the importance of requirements on recycled content as well as high-quality recycling. In addition,
general support was expressed for the use of the PEF method, even though some advised that setting
minimum requirements on the carbon/environmental footprint for products might be complex and require
additional time. Participants were supportive of the idea of having a set of sustainability principles applicable
to all products, but advised that a product-specific approach will also be needed to complement and
implement these in concrete terms. In general, participants were also supportive of including due diligence
requirements within the SPI, underlining that coherence with other initiatives in this area (such as the
upcoming Sustainable Corporate Governance initiative) should be ensured.

The qualitative feedback from interviews with representatives of some industrial sectors on the potential
impact of some measures under PO3 is presented below:

Home Appliances

e Minimum requirement on durability: durability is already tested. Additional requirements on
“less relevant” parts would mean a significant increase in the costs for testing and will lead to
investments for testing equipment, adaptation of production technology and an increase in the
number of staff for testing.

e Minimum requirements on reparability and upgradability: requirements based on current
provisions for white goods will lead to (i) an increase in the costs, as testing capacities will have to
be increased; (ii) investments in test equipment and space; (iii) adaptation of production technology;
and (iv) an increase in the number of staff for design, testing, quality management, etc.

e Minimum requirements on recycled content: similar requirements will lead to an increase in
costs. The workload to manage the paperwork relating to the supply chain, and check and audit
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suppliers will increase significantly. In addition, using a substantial amount of recyclates in
manufacturing will require adaptation of the manufacturing processes and potentially new machines.
The administrative burden will increase as well as personnel costs. Moreover, a significant increase
is expected in the costs to check recyclates for substances. A management system will need to be set
up and additional investments will be needed to adapt the composition of the material used (mixed
vs. virgin). Finally, an increased quality and verification management market for high quality
recycled plastics is not yet developed and additional verification costs for incoming secondary raw
materials are expected.

e Minimum requirements to reduce the carbon and environmental footprints: having
requirements on footprints in addition to the existing Ecodesign requirements will lead to an
increase in costs. PEF is (currently) not robust enough to assess product footprints adequately. As a
result, a huge effort will need to be made by companies to calculate the PEF of their products, let
alone reduce it. Extensive LCAs will have to be performed for each type of product, requiring
testing staff, designers, supply chain experts, etc. Finally, IT systems will need to be modified,
(LCA) software purchased, etc.

o Requirements of due diligence on the supply chain of products: documentation and reporting
will increase the administrative burden. Company-wide implementation requires significant initial
investments in training, tools and consultancy, as a chain of custody will have to be installed,
requiring in turn a management system, extensive quality management and testing, and modification
of IT systems. In the long-term, small- and medium-sized suppliers face significant costs to “co-
comply” with due diligence laws by documenting and reporting the information needed by their
clients. This kind of “paperwork” burdens long-lasting and trusted customer-supplier relationships.

e Minimum requirements on re-manufacturability: a new approval of each remanufactured model
will be required.

e Measures banning some products or some materials in specific products: in order to ensure
business continuity investments will be required and more staff will be needed for testing, quality
management, warehouse management, marketing, variant management, communication efforts,
warehouse management, etc.

Textiles

e Minimum requirements to reduce the carbon and environmental footprints: if a specific
reduction is introduced, e.g. 5%, then the measure would work, but if a target like zero carbon in 10
years is set, then the costs will be huge.

o If the threshold for product quality is too high, then cheaper products will have their price increased.

¢ Minimum requirements on reparability and upgradability: a flat cost per product would entail a
marginal increase; for larger reparability programmes the increase would be negligible.

e Minimum requirements on recycled content: for the textile industry, the price of, e.g., polyester
could be high in the short term, but in the long term prices will stabilise (as the supply of recycling
material adapts).

¢ Minimum requirement on durability: a trade-off exists between durability and recyclability.

¢ Minimum requirements on re-manufacturability: re-manufacturing is not applicable to the textile
industry.

e Requirements enabling high-quality recycling depend on the components (fibres, chemicals) and
how far you can go, for example a ski jacket.

e Requirements of due diligence on the supply chain of products: obtaining reliable data (where
does the cotton/wool come from) is very difficult. The tracing system does not exist and would
entail very high costs.

4.2. Baseline for PO3

Currently, sustainability requirements for products are only partially addressed at EU level, via
several product or sector-specific EU legislative instruments (such as the Ecodesign Directive, the
Packaging and Packaging Waste Directive, the Single Use Plastics Directive, the End of Life of
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Vehicles Directive, the Waste from Electrical and Electronic Equipment Directive, the Construction
Products Regulation, and the Batteries and Waste Batteries Regulation) — some of which are currently
undergoing revisions®. While it is expected that most of the instruments due for revision will increase
the requirements in relation to product sustainability, given that no firm decisions on the preferred
options for some initiatives have been made yet, forecasting with accuracy the changes to the baseline
that these may give rise to is not possible. Taking this into account, the baseline for the assessment
of this PO will rely on existing legislative provisions (whether already in force or proposed by the
Commission).

In relation to the Ecodesign Directive, in the baseline scenario the current status quo is maintained and
no additional, more ambitious sustainability requirements are expected to be integrated. Marginal
progress and a positive impact might still come from the extension of the circularity requirements that
the Directive establishes for limited product groups to other product groups, including those still to be
added in the 2030 horizon (see baseline for PO2).

While, as mentioned above, predicting the impact of the evolution of other legislative acts is difficult,
some forecasts can be made with regard to the Single Use Plastics (SUP) Directive, the Batteries
Regulation, and the upcoming initiatives on empowering consumers and on green claims:

e The SUP Directive®, based on its provisions and the 2021 guidance, will promote
reusability, recyclability, uptake of recycled material and design for circularity for single use
plastic products, and will limit the presence of hazardous chemical substances in single use
plastics. It will also progress in delivering targets for recycled content in beverage bottles:
25% by 2025 for PET bottles and 30% for all beverage bottles by 2030. A collection target
for beverage bottles of 90% by 2029 was also established. Finally, the Directive will ensure
that at least a quarter of the fishing gears (or 2700 tons/year) will not be abandoned by
fishermen®,

o The new Batteries and Waste Batteries Regulation is expected to address the hazardous
aspects of batteries and waste batteries, and promote targets for recycled content in industrial,
EV and automotive batteries (in 2030: 12% cobalt, 85% lead, 4% lithium and 4% nickel; and
in 2035: 20% cobalt, 85% lead, 10% lithium and 12% nickel). As it will also introduce
progressive requirements to minimise the carbon footprint over the life cycle of batteries,
efforts to decrease the carbon footprint in the manufacturing process will indirectly lead to the
promotion of renewable energy generation as well. Finally, EU aims to get at least 30 million
zero-emission vehicles on EU roads by 2030%stimulating the market for 2™ life batteries with
a 25% uptake would annually save 400 000 tons of CO2 in 2035, generate around EUR 200
million in added-value in 2030 and create around 2 000 FTE jobs®.

e The upcoming initiatives on empowering consumers and on green claims will reduce the
amount of false claims and support the market for products that proved their sustainability in
accordance with the environmental footprint methods. The benefits associated with
transparency will help create the right market signals for products. In addition, the Circular
Electronics Initiative, and the Right to Repair Initiative, is expected to promote reparability of
products in the group of electronics, which will help to reduce waste.

% See Annex 14 for further details

%2 Directive (EU) 2019/904

% SWD/2018/254 final. IMPACT ASSESSMENT Reducing Marine Litter: action on single use plastics and fishing gear EUR-Lex -
52018SC0254 - EN - EUR-Lex (europa.eu)

%https://ec.europa.eu/commission/commissioners/2019-2024/valean/announcements/keynote-speech-eurelectrics-electro-mobility-
summit_en.

% SWD/2020/335 final. IMPACT ASSESSMENT REPORT Accompanying the document Proposal for a Regulation of the European
Parliament and of the Council concerning batteries and waste batteries, repealing Directive 2006/66/EC and amending Regulation (EU)
2019/1020
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https://eur-lex.europa.eu/legal-content/ES/TXT/?uri=CELEX:52018SC0254
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https://ec.europa.eu/commission/commissioners/2019-2024/valean/announcements/keynote-speech-eurelectrics-electro-mobility-summit_en

Finally, responsible sourcing and due diligence are growing in importance throughout the raw
materials value chain and have the potential to drive positive changes in local communities that
extract raw materials, for example in the case of cobalt in the Democratic Republic of the Congo
(DRC)%. The EU Regulation on Conflict Minerals®, covering tin, gold and a couple of CRMs such as
tantalum and tungsten, applies to EU importers as of 1 January 2021 and addresses such concerns.
The European Partnership on Responsible Minerals® helps mines to comply with the EU Regulation
and OECD due diligence guidance®. Article 39 of the proposal for a Batteries Regulation® intends
addressing actual and potential social and environmental risks linked to the sourcing, processing and
trading of the raw materials required for battery manufacturing. To that end, the proposal for a
Batteries Regulation prescribes that battery manufacturers shall comply with supply chain due
diligence obligations (including adopting and clearly communicating to suppliers and the public a
company policy for the supply chain of raw materials; establishing and operating a system of controls
and transparency over the supply chain, including a chain of custody or traceability; and identifying
and assessing potential adverse impacts associated with the identified list of social and environmental
risk categories). Responsible sourcing aspects could in principle be analysed in the Ecodesign
preparatory studies, after adjustments of the Methodology for Ecodesign of Energy-related Products
(MEErP),

However, existing or anticipated sustainability requirements under the above-mentioned legislative
instruments remain product or sector-specific, meaning that, in the absence of SPI, no overarching
framework to address product sustainability requirements will be in place by 2030. The various
product or sector-specific legislations may in addition adopt different approaches and/or
methodologies, or be more or less ambitious in their requirements. As a result, the overall criteria and
sustainability levels targeted by the SPI are unlikely to be evenly achieved across products or sectors.

In addition, gaps in the product coverage are likely to be inevitable: for example, some products, such
as textiles, furniture and chemicals, are not covered by the current or anticipated product legislation
and, in the absence of SPI, are unlikely to be subject to product-level sustainability requirements over
the coming years.

All in all, a “no SPI” scenario is likely to result in missed opportunities in terms of product-level
sustainability requirements for various groups of products, for example:

o In Europe alone, around 5.8 million tons of textiles are thrown away every year. In addition,
less than 1% of the material used to produce clothing is recycled into new clothing,
representing a loss of more than EUR 92 billion worth of materials each year'®2. Finally, the
textile consumption is responsible for about 10% of world CO, emissions and 20% of global
water consumption, and in a ‘no action scenario’ by 2050 it will use up to a quarter of the
world’s carbon budget.!%

e 10.8 million tonnes of furniture are discarded by businesses and consumers in the EU each
year and 80-90% goes to landfill, with 10% recycled'®.

% Mancini,L., Eslava, N., Traverso, M., Mathieux, F., Assessing impacts of responsible sourcing initiatives for cobalt: Insights from a case
study, Resources Policy 71 (2021) 102015, https://doi.org/10.1016/j.resourpol.2021.102015

" Regulation (EU) 2017/821

% https://europeanpartnership-responsibleminerals.eu/

% https://www.oecd.org/daf/inv/mne/OECD-Due-Diligence-Guidance-Minerals-Edition3.pdf

10 https://ec.europa.eu/environment/topics/waste-and-recycling/batteries-and-accumulators_en

101 Mancini, L., Blengini, G.A., Ardente, F., Mathieux, F. JRC notes on Responsible Sourcing in MEErP. (2021). (draft — unpublished)

102 EEA (2019) Textiles and the environment in a circular economy, Eionet Report - ETC/WMGE 2019/6

103 UNEP: Putting the brakes on fast fashion (unep.org)

104 Eunomia and EEB (2019) Circular Economy opportunities in the furniture sector Report-on-the-Circular-Economy-in-the-Furniture-
Sector.pdf (kinstacdn.com)
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e Some 60% (by weight) of the chemicals that are circulating on the European market,
including basic chemicals like oxygen or hydrogen, and are needed to produce other
chemicals and household products, from detergents and disinfectants to vinegar, have been
identified as hazardous for human health and the environment®,

4.3. Sub-option 3a: Enhanced sustainability requirements
4.3.1. Economic impacts

The first stakeholders to be affected are economic actors across the value chain (including in third
countries), as obligations will be introduced for them to fulfil minimum requirements for the products
they wish to place on the market, including obligations such as due diligence processes. Several
economic operators downstream, such as repairers, re-furbishers, re-manufacturers, recyclers and
sellers of second-hand products, will benefit from the reinforced circularity requirements included in
this sub-option. Workers along the supply chains will also be affected, as they will have to adapt to
the changes in product design and may need to become acquainted with new skills. On the other hand,
they will benefit from a reinforced attention to social aspects along the supply chain. Product users
(consumers as well as professional purchasers and users) will benefit from better quality products, and
ease of reparability and upgradability. Finally, market surveillance and customs authorities will be
affected too, as they are the main stakeholders responsible for enforcing the change in the EU internal
market.

4.3.1.1. Administrative burden
Administrative burden for economic operators

Additional administrative burdens can be expected from this sub-option, for example for the provision
of information for market surveillance. Companies will be also required to collect more information
from their upstream suppliers, e.g. on the presence of substances of concern in the components or
mixtures they are supplied with. Assessing the exact administrative burden on economic operators is
difficult, but it can be expected to increase from sub-option 3a (the lowest) to sub-option 3b (the
highest). However, the possible introduction of a Digital Product Passport — if chosen under PO 4 — is
likely to ease this burden.

Administrative costs for the European Commission

Under sub-option 3a, the European Commission will have to conduct a significant amount of work for
developing minimum requirements for different measures (e.g., via SPI measures). The average
duration from an Ecodesign preparatory study to the implementing measure is 42 months and
extensive resources are required%,

Administrative burden for Member States

The administrative burden on public authorities will be related to the compliance with and
enforcement of these measures. In particular, for MSs the new requirements under this sub-option will
require additional costs for market surveillance, e.g. for training about the new measures and
specifications the product, components and material will have to comply with, as well as for the
additional human resources needed to conduct market surveillance activities effectively. As
mentioned above, however, the possible introduction of a Digital Product Passport — if chosen under
Option 4 — is likely to facilitate these tasks.
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Importantly, if the implementation of a measure on minimum requirements to reduce the carbon and
environmental footprints requires the provision of an Ecological Profile in the form of a PEF study,
this will likely be accompanied by third party compliance assessment requirements, which would
facilitate the work of verification and enforcement of this measure by Market Surveillance
Authorities.

4.3.1.2. Direct economic impact for businesses

Compliance costs for manufacturers and their suppliers:

Most of the measures will put in place new constraints resulting in an increase in compliance costs,
e.g. for secondary raw material, product design, and post first-use (ease of repair or reuse) and end of
life (improved recycling, remanufacturing) procedures. Companies would need to adapt their product
design and even production line with possible negative economic impacts. From the estimates
provided by industry representatives in targeted interviews (see Table 71 in Annex 11), it can be
inferred that, in most cases, the increase in costs is likely to remain below 5% of current compliance
costs.

Depending on the business model, the risk is that businesses pass on the increased price component to
consumers, with the initial purchase price of products increasing. The presence on the market of more
durable and reliable products, however, is expected to result in a reduction in the overall number of
products to be manufactured per year (in particular, probably, for products for which consumers show
a strong willingness to pay for improved reparability and durability). In some cases, an initial price
increase may be followed by price stabilisation, e.g. as the supply of recycled/secondary material
grows to meet demand and the new requirements become the norm in the value chain. The
requirements under sub-option 3a are also likely to support businesses in developing new revenue
streams and avenues of business, such as repair, refurbishing and remanufacturing'®. Finally, the
sub-options on incentives (PO5) are also likely to support the demand for sustainable products.

Functioning of the internal market: Most of the measures under this sub-option will help in
establishing level playing fields, given that some MSs have such requirements in place already (e.g.,
Francel®, Germany!® and Sweden®?), resulting in uneven requirements for businesses to comply
with for the same products.

Competitiveness, trade and investment flows: The proposed measures could improve the
competitiveness of all companies placing products on the EU market, as all businesses will be
subjected to the same minimum requirements. The same benefits have already been provided by the
Ecodesign Directive''!. Increased reuse, longer lifetimes, reparability, availability of high-quality
recycled material, etc. will help to increase the stock life and the availability of secondary raw
material of high quality, also reducing the import dependency of the EU. In the long run, businesses
will benefit from eco-designed products®!?,

07 For instance, some retailers in France (Darty and FNAC) have started investing in the repair sector to generate additional revenue
18 Erench law against waste and for a circular economy https://www.ecologie.gouv.fr/loi-anti-gaspillage

19 Circular Economy Act