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Officials and companies fear the cost and administrative burden of complying with new requirements
under the EU’s Green Deal climate law is holding back the bloc’s competitiveness.
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Froduction of the company's poepular
underwenr ranges used bo-start witha
sheetch to get the sesthetics right before
finding the fabric. "Mowndeys it's the
opposite,” says Barbara Cimming,
Yamamay's head of corporate soclal
reaponsibility, “We have had to totally
change the way we work™
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‘This ls partly driven by Yamamay'’s
own ststainability agenda — but it will
soon be mandatory in order to comply
with a new regulation governing the sus-
tainable design of products, agreed by
Brussels this vear and due-to be fully
implemented inthe Jate 20208,

It 8 very, very difficult,” Cimming
says,

The driver of this increased papec-
work is the EU's spr: Green Deal
climate kow of which the ecodesign ragi-
lationisa part. Announced in 2019, the
(Green Deal aims to drive the EU to net
wera emissions by 2050 and rewire the
bloc's economy from one that is driven
by conswmption to one based on recy-
cling, reusesnd]

I!n: it has also turned out to be a

reams of legislation that businesses
across the EU are struggling to imple-
menl, or even understand.

Between 2019 and 2024, the Euro-
penn Commission proposed more than
70Tavwn under the Green Deal umbrells,
Aaccording to Pascal Canfin, former chair
of the Furopean parlinment’s environ-
ment committee, And this does not
Innlnde hnmmasul pl.ecus of technical

other

;ile:r.i;;; bmss such as new mlel

finance,

The impact i3 being felt across the
EU's Z4mn small and medium enter-
prises. A survey by the commission
|tself found that just 15 of the Green Deal
las announced in 2022 would result in
mare then £2.5bn in extra administra-
tive costs bo businessed.

This haoz also triggered a fresh round
of concern about red tape and barean-
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ering the bloc’s competitiveness, just as
uther global rivals are capidly eating
into the continent’s share of global out-
put. EU GDF growth is about half the
globat average.

“The feeling is that it is just reporting
for the sake of reparting,” Alexander De
Cro, Belgium's prime minister, tells the
Financial Times. *1t stifles entrepre-
nesrship, it stifles innovation ., . [it] is
definitely one of the elements that
rediices GDP growth.”

The weight of red tape (8 set to be
addressed in a landmark report pub-
lished today on the EU's competitive-
niesas authored by former ltallsn premier
and European Central Bank chief Mario

Deaghi.

The paper, which runs to 400 pages,
will suzgest making changes to the earky
siuges of the blocs legislative process,
according to an EU sfficial. including
subjecting each new law toa "regulatory
burden check", It might take a “pa.ra

Jigrny shilt” for EU p
sz "we don't nlwn}ls need 1e'ghhllo|l"
theofficial says.

‘rhis is 3 “really important exercise”,
says Sylvie Matelly, divector of the
Jacques Delors Institute, & Paris-based
think-tank, especially in the context of
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Europe’s red tape problem
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Increased
paperwork has
afresh

each EU member state and the Buro-
pean par]lm for me to wirkzepa-

thing from microplastica to financial  need to spend with thess new regula- The challenge is even hacder for the
reporting: tions becanse the changes are o fast.” B9 per cent of businesses in the textile
larty lorge comp The time p ) in industry  industryth T with
nies, will be expected to gather and  working groups and meeting policy-  scant rescurces to hire consultants,
report data on water use, energy con- muhmmdpnliliﬂmh?.mn!md lee signifh hangs gath
Tabour conditl ‘waste, she says. dat
d k For label + “An [ can apend nine to
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rq'u]auon to-ahift financial Laalut suys that e the they are
towards governance and other values cussions with Cimmsiig to menstre the -aﬁa:ad ‘deimw bmus:tbuyampm
rather than short-term profits,” says  impact ol garments. of value chains®, Willems adds; Cim-
August Bard , co-founder of  Butd "for sure” has had
Asket, & Swedish fashion label that  industry with very Iowmnrﬁm. Euro- mdmpsu'ppumum cannat meet the
ckmglu vsogmmmsﬁnﬂumm— paweﬂmmmdtmmnhﬁmp:w requirenents.
to the vast inabili ..lw factary just out- Maony of Euratex’s member compa-
chnm of &xt fuhm broands. "If you side Milan, instru-  miss are “coneerned that producing in
d where mmmmemmm“w Eurcpe is still uncompetitive”, Scall
you foree brands fo bet hine”.  says. One executive puts it more
ter consider their products” msunzinahllitr asa:dameum 2 bluntly; "People are panicking like
At Yamamay, whichisheadquartered  good 5 to 7 per cent extra cost,” Crespi ey’
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says, "which at the moment we are

says that th

overhaul of its mﬂmblll.tv practices.
“The truth is we need these regulations
in order to change,” she admits. "We
haven't ehanged this industry in 500

years.

The company, which employs almost
200 people with & turnover of{'lﬁn‘m
in 2025, has f dona
agendasince its foonding in 2001,

But the companys inbernal
ana]vala on the data mcdcdto cmphr

never
Few large companics in t|l= aector
have full visibility over their supply
chains, says one sustainability consull-
ant whe recently worked for 1 big Eure-
jpean fashion house. “They work with a
middle man, who works with a middle
man, who works with a middle man
and, to be honest, they haven't wanted
toloni(atlhdrfaﬂmiu.
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oncerns over the amount of
paperwork churned out by
“unelected burenuuau
‘have long bedevilled Bru
sels, desplte jts oorendmiu-
intration being just 5 per cent the size of
the US government.
Indeed, improving competitiveness
‘hasheen a priority at least as far back as
the bloc's 2007 Lishon treaty, The

Largel
extensive anvknmzntal and social

with new

de«rmaneaﬂymt.nnlynbom 40/per
cent of 1,000 relevant data points

often require
external |I=1p to meet them, she adds:
the rules are "100 per cent a cash cow

ﬂunapmu.i’ammay hins beafed ap
its R&D department {rom three to six
people, and now runs a full-time corpe-
rate sustalnability team of four. Cim-
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the
Dutch, Swedish, British and German
advisory bodies on regulation in 2011
warned that “transparent procedures
and smart regulation” would be neces
sary tomaintain slpwrtdtheBU n&a

SB4CO P growth®.
fommsd Ehiat many larg: were T ission b d vari-
willing to risk fines rather than comply  ous Initiatives In recent years to try to
dm-mg the uncertain earfy years of the  slash red tape, such as a “one in, one

out” rule for new kaws and a commit-
ment o cut reporting requirements by
25 percent.

The issue was also acknovledged by
commisajon president Ursula von der
Leyen inthe priorities she set outin July
for the new term of the Enropean Com-
misgion, which will start later this year,

‘Business should be “sagler and faster
In Burope” with “less red tape and
reporting”, she admitted in her docu-
ment of potitical guidelives for the next
mandate, which ran to 30 pages.

The job of tackling bureancracy

Europe’s smbition to compete with the mino says for her p fly, It has inorder to avold incurring
U8 and China bn the Industries and tech- meant longer working days. "Thereare  “expensive advisory fees” and sucking
nulngies settodefine the 2ist century. at least one to two hours per day we  time cutofthe business.
"The EU probably more than any- - =
where else nthe world [wantsl decegs- | geonomic growth in the EU hasbeen  The EU's green legislation is the only
lation nd freedom in busitiess and —* gjouar than in the US and Japan policy area that has resulted in a net
more open markets” she says. “We g i R o cost deficit
reallymeed to think about this.” €0, 2022 e
he incoming legislation hns = Glabel N Savings
unp]lr:fl‘;::fs grl:i sectars us o . Costs
ncross the EU, but they are
particularly acute for the o
197,000 companies that
makcuplhrﬂut‘s‘fmi!emm S
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16 new pleces of primary legislation
under the Green Beal, governing every-
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would be taken on, she proposed, by a
new vice-p for “impl

tion, simplification and interinstity-
tinnal relations”.

But the way that EU legislation works
presents & challenge. The commission
comes up witha proposal for a directive
or a regulation, which is then sent to

round of
concern about

onu the pnrhamtmt a.nd member
agreed their
PR i 1

olfesi

over-reach from
Brussels at a
time when
global rivals are
rapidly eating
into the
continent’s
share of output

s

“You need
regulation
to shift
financial
incentives
towards
governance
and other
values
rather than
short-term
profits’

perminmnaﬁ'onnlinwm—lhwndll
then come together to negotiate the
final shape of the Taw.

Regulaticns must then be transposed
directly into member state low, while
directives can be adopted more loosehy
- often setting targets that govern-
ments cm add to or decide themselves
howtoachieve.

Negotlations gver smendments can
take months — sometimes years — by
which time small businesses in partico-
lar may have lost track of where in the
process thelegislation acmally ia.

Bard Bringéus of Asket says that, asa
small bisiness; they have to constantly
scan trade publications to keep up with
the changes, "Right now we're reactive,”
he says, adding that the way that legish-
thve changes were beLru: communicated
s "not good enongh’

Enrico Letta, the rnrmﬂ Ttalizn pre-
mier who was commissioned to look
imte the futsre of I.Ite EU ;ihgle m-r]f.at,

by member states for fragmenting the
Imternal arket,

“creer-regulation places significant
adiltonal costs on businessss, proving
unsustainable for SMEs and inadvert-
ently fivoieing non-European compa-
nien that are not bound by the same
siringent rules” his report, published in
April, said.

This came to life for Asket when
French authorities introduced a new
recydling lnbel that me:u:tthe company
Tiadd to relabel all of its o
France = af short nothce and extra cost.

I recognition of the complexity ofthe
legislative process, Draghi's report is
e;qud o call for changes not anly m

ling, but also the struct
the EUs inatitutions and how they wwk
together — "o 360-degres reform that
tnvelves all the actors,” an EU diplomat
brleted onthe report says.

‘Butsome fear that the report could be
quickly forgotten about if its conchu-
efons are not swiltly acted upon. Lettas
repurton the B single market has been
litthe tallond of since.

in the meantime; Euratex’s Scalia
warns, textile companies will seek cost
efficiencles, which portends & posgible
weave ot consolidation in the industry.

Faor companles managing day to day,
*it’s difficult to process all this informa-
tion . . ity overwhelming”, he says.
“The commission has put alot of meat
on the grill, more than anyone eonld
poseibly ent.”

Additional reporting by Pasla Tamma




