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UEAPME's opinion on the Green Paper 

on Integrated Product Policy - COM(2001) 68 final

General considerations about the strategy on Integrated Product Policy (IPP) proposed in the Green Paper

UEAPME is aware that some products can have a negative impact on the environment throughout their life cycle and, therefore, shares the EU Commission's view that a comprehensive action should be started to minimise this situation. As the Green Paper hints, it is obvious that SMEs should be one of the key actors of this initiative, considering their role and their weight in the European Union's economic growth. The overall strategy proposed in the Green Paper offers a few interesting suggestions, but fails, as far as SMEs are concerned, to start from the current reality, which could be summarised as follows:

· Most SMEs do not have any environmental policy and still do not consider the protection of the environment as one of their daily priorities;

· Most SMEs do not apply concepts such as Life Cycle Analysis (LCA) and/or eco-design in their production processes;

· On average, very few SMEs have already implemented EMAS and/or other forms of environmental management systems and have eco-labelled products in their product ranges.

Consequently, in UEAPME's view, a complete cultural change related to the design and production process must take place in SMEs as a preliminary condition to applying IPP. This change cannot happen overnight and requires a long and extensive preparatory work, which should be carried out by all the actors interested in a realistic and viable implementation of IPP: the European Commission, the Member States with their regional and local authorities as well as SME organisations. It goes without saying that, if this does not happen, UEAPME cannot be in favour of IPP. 

Two other aspects linked to the IPP strategy are worth mentioning: 

1. care should be taken that the reduction of negative environmental impacts throughout the life-span of products does not lead to an increase of their prices so as to make them unattractive to EU and non-EU customers. This result would help the environment whilst undermining European competitiveness and would, therefore, not be acceptable.

2. Initiatives should be taken at European and national level to improve the market of reused and/or recycled products. This is one of the conditions for the success of the IPP. 

Comments on the various issues raised by the Green Paper

4.1. The price mechanism

UEAPME does not support the idea of "internalising" external costs, since this process is simply unrealistic and unfeasible. At the moment, there are no objective and standard methods to evaluate the "true" environmental cost of a product. This is quite logical, since the cost of a resource, such as water, might vary not only from State to State, but also from region to region, according to a whole set of criteria, such as its availability, quality, etc.

UEAPME does not support an extension of producer responsibility either, since this leads to a huge amount of new legislation and can create distortion of competition in favour of producers outside the European Union.

Moreover, UEAPME strongly opposes new schemes basically aimed at punishing manufacturers and producers, such as the European environmental liability regime. Concepts such as strict liability, reversal of the burden of proof and limited defences highlight the negative attitude that European Institutions have towards manufacturers and undermine the competitiveness of many SMEs.

On the other hand, UEAPME fully supports all proposals of the EU Commission aimed at rewarding companies which show a more responsible attitude to the environment and/or at motivating companies to become more environmentally-friendly. This is the case of state aid, fiscal incentives and tax reductions. In this framework, these instruments could also be used in order to make sure that products bearing the EU Eco-label do not cost more or, better still, cost less than ordinary products. Making products with the EU Eco-Label more attractive for consumers is of paramount importance in order for the EU Eco-Label to grow and be successful. 

4.2.1. Green consumer demand

Information to consumers

UEAPME is convinced that any new and/or further information to consumers on environmental aspects of products should respond to the following criteria:

· It should be simple and understandable. This requirement would achieve two basic aims: 1) reducing bureaucratic burdens for businesses 2) satisfying most consumers' needs, since they are not going to read and understand very long and technical documentation. A suggestion could be to adopt the same procedure as for EU Eco-Labelled products (two or three clear and simple messages on the most important environmental advantages of the product). It should be underlined that this kind of information should always refer to characteristics of products easily verifiable by consumers. This would eliminate the necessity of controlling the information provided in order to avoid abuses. 

· It should be relevant and exclusively provided for products with clear negative impacts on the environment. This requirement protects businesses from the tendency of public authorities to oblige them to give information "per se". Finding and providing information takes time and resources and should be limited to the really necessary cases.

However, informed consumer practice is extremely important as well, since consumers also have their share of responsibility in handling and using products in the appropriate ways.

European Eco-Label

UEAPME is a full member of the European Union Eco-Labelling Board. As such, UEAPME is convinced that Eco-Label can help improve the green image of SMEs and give them a competitive advantage. That is why UEAPME was deeply engaged in the revision of the EC Regulation N° 880/92, which is now more SME-friendly. UEAPME also believes that Eco-Label is one of the best instrument to implement the IPP strategy. The question is how to make it still more attractive to manufacturers and particularly SMEs. This is the key for Eco-Label to grow and be the symbol for environmental excellence throughout the European Union.

UEAPME makes the following recommendations:

· The cost of tests is a main financial and bureaucratic burden. It should be kept to a minimum, particularly for micro and small manufacturers. This could be achieved through public interventions;

· The procedure to obtain an Eco-Label is quite long and complicated. Efforts should be made to try and simplify it, particularly for SMEs;

· The visibility of Eco-Label on the market should be boosted, otherwise it is not worthwhile for companies to undergo financial efforts and a lot of paperwork;

· The Eco-Label should concentrate more on products manufactured by SMEs, instead of choosing product groups manufactured by big multinationals which are not in favour of the Eco-Label. It is also important for the Eco-Label to be extended to services as soon as possible. Services are generally SME-led. The inclusion of services could, therefore, be a new source of vitality for the European Eco-Label;

· Annual fees have already been reduced in the new EC Regulation. The next few years will tell whether the current reduction is considered attractive by small manufacturers. If this is not the case, further reductions will be necessary;

· Last but not least, information on Eco-Label targeted at producers should take place in all the Member States co-ordinated by the European Commission.

Green claims and self-declarations

Green claims and self declarations are an easier instrument for manufacturers to show that their own products are somehow environmentally-friendly. However, it must be stressed that most consumers cannot tell the difference between a green claim and an Eco-Labelled product. In many cases these two kinds of environmental labels are considered equally good. In practice, this means that the efforts made by businesses to opt for third parties' verified labels cannot be given the right value on the market because of the presence of several green claims, which might also not be verified. This is why UEAPME agrees that a serious monitoring of green claims by public authorities and stakeholders is essential.

4.2.2. Public procurement

SMEs and particularly small businesses, have always had difficulties in taking part in public procurement. This issue is, therefore, particularly interesting and sensitive for UEAPME. It is obvious that UEAPME will firmly reject any proposal reducing the negative impacts of products on the environment, which will result in further obstacles to the participation of SMEs in public procurement. Given that the aims of the European Union are not only a better quality of the environment but also the creation of a framework where SMEs can be easily set up and grow, a reasonable compromise must be found enabling the coherent implementation of these two objectives. This is a classic example of the need for integration of environmental and enterprise policy.

The first considerations that UEAPME can make about the so called "greening" of public procurement can, therefore, be summarised by these two points: 

· UEAPME supports the idea of rewarding businesses, and particularly SMEs, which have made some efforts to reduce their environmental impact by implementing a certified environmental management system (such as EMAS or EN ISO 14.000) and/or by deciding to have some Eco-Labelled products in their own range. This means that, under the same conditions, public authorities should favour these "greener" SMEs.

· However, UEAPME is totally against the idea of considering the implementation of certified environmental management systems and the adoption of Eco-Labelled products as a condition for businesses to take part in public procurement. The same can be said of the proposal to oblige businesses to "use a specific production process or to take into consideration all costs incurred during the whole life cycle of a product". UEAPME is convinced that this proposal takes a completely unbalanced approach to the protection of the environment and does not take into account the conditions in which SMEs plan their production and take their decisions. In practice, this proposal would impose a change of production process on SMEs, involving huge costs for them. UEAPME rejects it completely.

Moreover, UEAPME invites the EU Commission to keep in mind the following points when setting up its strategy to support "greening" of public procurement, included the handbook:

Businesses are not going to offer more environmentally-friendly products to public authorities spontaneously. A series of initiatives must take place before: 

First of all, information should be disseminated to the business community, including awareness-raising campaigns. SMEs, and particularly micro and small businesses, must be one of the main targets of this information action. Secondly, specific attention must be given to companies, such as SMEs, which still do not consider the protection of the environment in their daily work. This attention should take the form of a whole series of preliminary measures, similar to the ones described later when discussing Life Cycle Analysis, aimed at ensuring that SMEs are not left behind. Briefly these measures include:

· Technical support and training;

· Financial support to carry out a change of production process, including the design of products; 

· Dissemination of good practices related to the application of IPP concepts to SMEs in the framework of public procurement (in this case the internet could play an important role).

4.3. Tools and incentives to strengthen business leadership in greener production

4.3.1. Generation of product information

As stated at the beginning of this paper, most SMEs, and particularly, most micro and small businesses, do not work with LCA. The application of IPP concepts by micro and small businesses requires, therefore, a profound cultural change in the way they conceive and manufacture their own products, which cannot be immediate. This new production approach also involves changes in the purchase of raw materials as well as in the production process, which have heavy financial implications. At the same time, it is not possible to leave the implementation of these concepts simply to market forces. Owing to the reasons explained above, this would result in such an extreme pressure on micro and small businesses that there would be a risk of putting many of them out of the market, with all the resulting negative consequences on employment levels.

This is why UEAPME thinks that the proposals made by the Green Paper to make the LCA approach easier for SMEs should be necessarily anticipated by the following steps:

1. Specific SME-oriented preparatory measures should be adopted at national level. These measures, which should be carried out by a network of public authorities, SME-organisations and partners in the production chain, should be co-ordinated by the European Union in order to fulfil the following tasks:

· Ensure awareness-raising measures amongst SMEs and, particularly, micro and small businesses;

· Provide SMEs with technical assistance aimed at explaining the necessary changes to their production processes or phases thereof derived from the new policy;

· Provide SMEs with training measures aimed at ensuring that entrepreneurs and employees understand the objectives of the new production strategy and can implement its various phases (in these two last cases, sectoral guidelines available in all the EU languages through the internet would also be a useful tool);

In this framework, in order to complete the necessary cultural and technical changes to implement the new production strategy, all businesses should be granted a transitional period of a few years.

2. Another set of specific accompanying measures should be carried out during the implementation phase of the new European legislation, in order to monitor that: 

· micro and small businesses are not bureaucratically and financially overburdened by the new procedure;

· The whole production chain follows the new procedures smoothly.

3. Last but not least, for both kinds of measures mentioned above, European and national programmes should be developed offering different forms of fiscal and financial backing to micro and small businesses which have to face important changes in their production processes because of the new policy.

In order to guarantee that these measures are really carried out, UEAPME has already suggested in its position paper on the proposal for the 6th Environmental Action Programme, when dealing with IPP, that a percentage of its budget (for example 10%) can be allocated to SME-support measures, as in the 5th R&TD Framework Programme. 

As far as the measures proposed by the Green Paper are concerned, UEAPME supports them and finds them useful tools. This is particularly true for the idea of setting up Life Cycle Inventories and new databases with easily available life cycle information. It goes without saying that these inventories and databases should be easily accessible for SMEs. UEAPME also welcomes the proposal to develop tools allowing a fast check of the environmental impacts of product in particularly for SMEs. In order to achieve this aim, it would be useful for SME representatives to be involved in the setting up of these tools.

UEAPME has some doubts about the proposal to "oblige producers to supply key data along the product chain and to consumers". Not all information concerning products should be systematically passed on along the product chain, but only the information concerning products which have objective negative environmental impacts. In any case, information should always be provided on a voluntary basis.

4.3.2. Guidelines for product design

Changing the product design may bring advantages to manufacturers in the long run under the form of a reduction of various kinds of expenses (quantity of raw material required, energy consumption, etc.). However, in order to achieve these results, very high investments are required, such as, for example: new and more environmentally friendly raw materials (in this case, the question is to know whether these materials are easily available on the market and whether their price is competitive) and new machines to manufacture the ecologically designed process. UEAPME underlines the fact that it is rare for SMEs to take the decision to make such high organisational and financial investments spontaneously. Most of them are busy facing other more urgent problems (such as access to finance) and do not consider the environment as one of the key priorities in their manufacturing decisions. Therefore, UEAPME is convinced that a policy aimed at spreading guidelines to introduce a new, more eco-friendly product design cannot be successful without a whole series of measures, which are similar to the ones proposed for the LCA. In particular, the following measures are necessary:

· Information on the ultimate advantages of applying eco-design to products;

· Technical support related to all practical aspects, such as how to implement an eco-design policy, what technologies are necessary and their price, where to find the right materials to manufacture products and their price, where to find possible financing, etc.;

· European and national programmes and/or initiatives aimed at supporting small businesses to make the necessary investments.

4.3.3. Standardisation and the New Approach

Using standards to support regulations, and specifically Directives in the context of the new approach, presents the advantage of lowering the barriers to trade for companies and for SMEs. On the other hand incorporating new issues in the regulatory sphere, such as the environmental impact of products, complicates both the technical and the procedural requirements for placing new products on the market. The negative impact is proportionately heavier for SMEs that do not usually have the high volume production over which to spread the cost of design and administrative effort. SMEs do not have the specialised personnel and lack the advanced technical skills, such as Life Cycle Analysis, that are necessary to comply with the regulatory requirements.

The EEE directive will most likely impose the use of LCA or equivalent methods in order to prove that the environmental impact of new products has been taken into account in the design phase. If the producer cannot give proof of this element in his design he will not be legally able to use the CE marking and thus he will not be able to put new products on the market.

Either he will need to pay external, expensive specialists to provide him with this part of the design or he will have to leave the market.

The IPP will extend and generalise this design approach to all products forcing a large number of SMEs out of the market, thus creating economic decline and increase in unemployment if appropriate measures are not taken.

Such measures should include speedy decisions for exemption from the full environmental design requirements below certain thresholds of impact. Above these thresholds SMEs should have the right to use completely free or low cost subsidised services to assist them with the environmental design of products and the administrative procedures towards the CE marking. These services should be preferably organised by the SME associations so that they are accountable for their efficiency and quality.

Before any other directives implementing IPP are proposed, a very thorough research of the appropriate thresholds, design simplification methods, level and means of support as well as administrative simplification methods should be carried out. Such research work should begin as early as possible, i.e. as soon as a new directive is in the conception stage, to give enough time for a full evaluation of options and innovative ideas to be developed. A few months' time is not enough for this type of simplification work for any industrial sector. Such preparatory work has to be planned from the beginning in co-operation with the SME associations in order to have the input of the most affected economic actors from the start.
4.3.4. Product panels

UEAPME is always in favour of a constructive dialogue with all the other stakeholders. Therefore, UEAPME supports the European Commission's proposal to organise product panels. However, IPP is too strategic a policy for SMEs to be excluded from the discussion on its most important aspects. 

Consequently, UEAPME urges the European Commission to ensure that representatives of the most important European SME organisations are invited to all panels. Moreover, whenever a technical input from SME-owners is required, UEAPME asks the EU Commission to provide for the reimbursement of their expenses, since small businesses have very limited resources to take part in European events.

4.4. Other supportive instruments

4.4.1. Environmental management and audit systems

UEAPME has always considered that the first version of Eco-Audit could be improved in order to make it more SME-friendly. That is the reason why UEAPME was deeply involved in the revision process of the EC Regulation N° 1936/93, which now has a series of measures in favour of SMEs. However, EMAS is not a specific SME instrument yet, and micro and small businesses can still find it bureaucratically and financially burdensome. Therefore, even though UEAPME believes that EMAS is a good instrument to help implement IPP, some measures should be adopted in order to convince more SMEs to adopt it. UEAPME proposes the following initiatives:

· First of all, as the Green Paper suggested, EMAS registered companies should really benefit from administrative faster tracks.

Secondly, but not less important, a whole series of background actions should be adopted, such as:

· Targeted SME-information on the existence, as well as on the aims and advantages of EMAS;

· Financial assistance to allow the necessary investments;

· Technical assistance to ensure the proper implementation of the whole series of operations leading to the adoption of EMAS;

· Actions on verifiers to prevent them from applying to SMEs, and particularly to micro and small businesses, the same lengthy and paper-based compliance methods than to the big industry.

4.4.2. Research, development and innovation

UEAPME fully shares the EU Commission's view on the very important role of research and development to foster not only IPP, but more environmentally-friendly production processes. These activities, should, therefore, be a priority of the 6th EU Framework Programme for Research and Development. As far as SMEs are concerned, UEAPME welcomes the EU Commission's suggestion to "develop, harmonise and diffuse LCA methodology and to facilitate its easy application, in particular by SMEs". At the same time, though, it is important that the results of the European R&D activities in the environmental sector are market-oriented and easily available for SMEs. Pilot projects related to the application of new, more environmentally-friendly technologies to SMEs should also be financed and their results disseminated throughout the European Union.

4.4.4. Accounting and reporting for the environment

A green accounting might be positive for the image of a company. It can also be a necessary complement/part of more comprehensive steps taken by a company to improve the environmental impact of its own activity. UEAPME, therefore, does not oppose the idea of standardising and comparing the environmental information being presented in annual/financial reports. However, environmental reporting should always remain a voluntary activity implemented by businesses which want to be more advanced in the environmental protection. Imposing it on SMEs would not be feasible till the above mentioned "cultural change in their manufacturing process" has taken place. At the same time, it must be ensured that environmental reporting, when linked to "greening of financial services", does not result in the access to financing being still more difficult for SMEs. It should not be forgotten that SMEs depend largely on banks for their financing, since alternative financing mechanisms are still very rare in the EU.
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