Title: Pressure Equipment Trade Barrier
IA No: DBT-002-24-CMRR Impact Assessment (l1A)

RPC Reference No: RPC-DBT-OPSS-5338(1) Date: 09/04/2024

Lead department or agency: Department for Business and Trade —
Office for Product Safety and Standards

Other departments or agencies:

Stage: Development/Options

Source of intervention: Domestic

Type of measure: Secondary legislation
Contact for enquiries:

Analyst:
Opssanalysis@businessandtrade.gov.uk
Policy:

Opss.enquiries@beis.gov.uk

Summary: Intervention and Options RPC Opinion: GREEN

Cost of Preferred (or more likely) Option

Total Net Present Business Net Present | Net cost to business per .
Social Value Value year Business Impact Target Status

lifvi ..
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What is the problem under consideration? Why is government action or intervention necessary?

Essential safety requirements set out in the Pressure Equipment (Safety) Regulations 2016 that personnel
and materials used in the early stages of manufacturing can only be certified by bodies based in the UK are
creating short- and long-term problems for pressure equipment manufacturers intending to place United
Kingdom Conformity Assessed (UKCA) marked equipment on the Great Britain (GB) market. This is
adversely affecting some high value projects due to come on stream this summer. In the long term, these)
unresolved supply chain issues place extra costs on pressure equipment manufacturers, reducing the ability|
of UK businesses and consumers to purchase pressure equipment required for domestic industries,
workplaces, and homes. This can only be resolved by an amendment to the Regulations.

What are the policy objectives of the action or intervention and the intended effects?

This policy amends the essential safety requirements for placing UKCA marked pressure equipment on the
Great Britain market to allow the certifying of permanent joining (welding) and non-destructive testing personnel,
and also of material manufacturers’ quality assurance systems, and appraisals of materials, to be carried out by
relevant bodies based in the European Economic Area (EEA) in addition to those based in the UK. This will
ease friction in the supply chains in this sector, without reducing safety.

What policy options have been considered, including any alternatives to regulation?

Option 0: Do nothing: Personnel and materials required for the early stages of manufacturing pressure
equipment intended for placing on the GB market will require certifying by only UK based assessment bodies.
These certification requirements create a barrier to UK PE manufacturers, who may struggle to source approved
personnel, due to the international nature of the early stages of manufacturing, and in particular the required
materials due to the potential withdrawal of material manufacturers from the (relatively small) GB market.
Option 1 (preferred option): Recognition of certification from EEA based bodies: Recognition of
certification by EEA based assessment bodies would widen choice, and remove unnecessary barriers on the
supply chain without compromising safety

Will the policy be reviewed? It will not be reviewed. If applicable, set review date: N/A

Is this measure likely to impact on international trade and investment? Yes
Are any of these organisations in scope? Ll Zizl S
y 9 pe« Yes Yes Yes Yes

I have read the Impact Assessment, and | am satisfied that, given the available evidence, it represents a
reasonable view of the likely costs, benefits and impact of the leading options.
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Summary: Analysis & Evidence

Policy Option 1

Description:

FULL ECONOMIC ASSESSMENT

Price Base PV Base Time Period Net Benefit (Present Value (PV)) (£Em)

Year 2023 | Year 2023 | Years 10 Low: N/A High: N/A Best Estimate: N/A

COSTS (£m) Total Transition Average Annual Total Cost
(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)

Low Not quantified Not quantified Not quantified

High Not quantified Not quantified Not quantified

Best Estimate Not quantified Not quantified Not quantified

Description and scale of key monetised costs by ‘main affected groups’
Most of the key costs have not been monetised due to commercial sensitives. Monetisation has been
attempted for familiarisation cost, but the number of businesses in scope is uncertain. The time cost,

alongside number of businesses in scope have been estimated.

Other key non-monetised costs by ‘main affected groups’

This option is expected to only incur minimal costs, with its purpose being to ease trade frictions and improve
the accessibility of trading pressure equipment products in the UK. However, UK certification bodies may
encounter some loss of business by allowing EEA bodies to provide certification, as manufacturers may no
longer go to the UK bodies to get certification.

BENEFITS (Em) Total Transition Average Annual Total Benefit

(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)
Low Not quantified Not quantified Not quantified
High Not quantified Not quantified Not quantified
Best Estimate Not quantified Not quantified Not quantified

Description and scale of key monetised benefits by ‘main affected groups’

Most of the key costs have not been monetised due to commercial sensitives. Despite many businesses
expected to reap significant benefits, these are yet to be quantified, and instead have been provided in a

qualitative manner.

Other key hon-monetised benefits by ‘main affected groups’

For this option, all the benefits have been provided in a qualitative manner. This option reduces costs and
removes delays for businesses that trade for pressure equipment by easing trade frictions and making it
easier to place pressure equipment products on the UK market. It will also give businesses better access to
the latest equipment and allow the commencement or continuation of key projects.

Key assumptions/sensitivities/risks

Discount rate (%) 3.5%

There is uncertainty on the true scale of impact of the proposal being introduced, with most of the analysis
being qualitative. Some quantification has been made on the market size, by matching different business
descriptions to the pressure equipment directive. Although regulatory experts helped in this exercise, the
description of these business groupings is limited, meaning these figures are estimates. The long-term
benefits have also largely been non-quantified, with the assumption that most of those impacts after this
options expiry will be as a result of the Conformité Européenne (CE) extension.

BUSINESS ASSESSMENT (Option 1)

Direct impact on business (Equivalent Annual) £m:

Costs: Not
quantified

Net: Not
quantified

Benefits: Not
quantified

provisions only) £m:

Score for Business Impact Target (qualifying

Not quantified




Policy Background

Pressure equipment (PE) is required in many sectors of the UK economy including energy (e.g. cooling
systems in power stations), healthcare (e.g. oxygen cylinders for Covid-19), food production and storage
(e.g. nitrogen for food preservation), heating (e.g. heat pumps), and air conditioning systems. The pressure
equipment sector is highly regulated due to its nature of the movement of gases or liquids under pressure,
and therefore the potential for injury or loss of human life should there be an accident. It is subject to its
own regime rather than general product safety regulations. In the UK, the Pressure Equipment (Safety)
Regulations 2016 implemented Directive 2014/68/EU. The EU Withdrawal Act 2018 preserved the PE(S)R
and enabled them to be amended to continue to function effectively once the UK left the EU.

Essential safety requirements are specified in legislation for pressure equipment and its manufacture to
guard against accidents and fatalities. This includes the certification of materials, material manufacturers
quality assurance systems, permanent joining (welding) personnel and procedures, and non-destructive
testing personnel, by competent bodies. These certification requirements are unique to the manufacturing
of pressure equipment.

Higher risk categories of pressure equipment cannot be placed on the UK market until they have passed
independent third-party conformity assessment, demonstrating that they have met the essential safety
requirements. Manufacturers wishing to place pressure equipment on the market can choose whether to
have their products conformity assessed by a UK approved body and be United Kingdom Conformity
Assessment (UKCA) marked, or by a European Notified Body and be Conformité Européenne (CE)
marked. If a product is to be placed on the UK market with a UKCA marking, the legislation requires,
except where time-limited transitional provisions apply, that the competent bodies certifying personnel and
materials must be based in the UK. In place since the UK left the European Union, these requirements are
causing unintentional adverse supply chain issues, and increasing costs, for manufacturers wishing to
place pressure equipment on the Great Britain (GB) market.

The preferred option is to amend this legislation to change the essential safety requirements for UKCA
marked equipment so that competent bodies certifying personnel and materials can be based either in the
UK or the European Economic Area. This will overcome the problems caused by manufacturing processes
and activities taking place in different countries, and across different trade blocs. The final destination of
the end product might not be known until the final stage of production, and it may not be possible to ‘retro-
certificate’ for the GB market personnel who have the necessary qualifications to do the job. This might
also be the case for materials used in the manufacturing process, where the certificates were issued by
an EEA-based competent body and not one based in the UK.

The instrument that is being laid now closes a gap that has emerged in current transitional provisions. This
will allow UK approved bodies, when carrying out UKCA conformity assessment of pressure equipment,
to take account of certificates issued by relevant European conformity assessment bodies for personnel
and materials where: a) those certificates were issued before 31 December 2020, and the product was
placed on the market after that date, or b) certificates issued before 31 December 2024, but the product
is not placed on the market until after that date. Certificates for personnel issued before 31 December
2020 expire after three years. A certificate issued by an EEA-based competent body after 31 December
2020 currently cannot be used for a product being placed on the GB market in 2024, where a UK approved
body is carrying out the conformity assessment for UKCA marking.

Evidence Base

Problem under consideration and rationale for intervention

The issue being addressed is a regulatory inflexibility which, for pressure equipment intended for the GB
market and UKCA marking, limits access to personnel and materials that are available on global markets
through the requirement for certification only by UK-based competent bodies.

The policy’s objectives are to reduce costs and administrative burdens and widen the choice of personnel
and materials for use in the early stages of manufacturing, for pressure equipment manufacturers wishing
to place UKCA marked products on the GB market.



Without the policy, there is a risk of a long-term undersupply of labour and materials for the manufacture
of UKCA marked pressure equipment intended for the GB market. This risk will depend on decisions by
the UK and EU on product safety rules for pressure equipment. . In the short-term, the certification
requirements could create delays to the completion of some high value projects intended for putting into
service this summer (2024). This is due to the inflexible requirements for the certifying of labour and
materials that are used as inputs to these supply chains. These requirements may be costly enough that
manufacturers prefer to withdraw from the GB market altogether rather than incur the cost of additional
certification.

The government is best placed to resolve this issue, as it is a regulatory matter under the government’s
control.

Rationale and evidence to justify the level of analysis used in the IA
(proportionality approach)

In this analysis, it has been assumed that the bulk of the impacts last from when this policy is implemented
(approx. spring 2024) up until its expiry on 31! December 2024.

Given the length of the policy’s main impacts, the Department for Business and Trade (DBT) has
considered the proportionality of the analysis for this statutory instrument (Sl), recognising the limitations
of our data and evidence, and has concluded that a broadly qualitative approach is most appropriate. An
attempt at quantification was made through engaging with stakeholders, however due to the sensitive
nature of the policy, many stakeholders were not comfortable sharing data, even at an aggregate level.
Regardless, careful engagement with key stakeholders and assessment of the proposal’s impacts have
taken place to ensure all the key impacts have been considered. Indeed, it is industry who are asking for
this change. The intricacies of this proposal mean that the earlier it is laid in Parliament, the larger the
realised benefits will be.

Some quantification has been made, utilising data provided by the Office for National Statistics (ONS) and
His Majesties Revenue & Customs (HMRC). To do this, key assumptions have been made, grouping
different businesses by their Standard Industrial Classification (SIC) code to estimate how many
businesses would be impacted by this proposal. Although this grouping has been done by carefully looking
at the ONS description of business and activities and mapping them across to the pressure equipment
sector, the data provided by ONS does not go into enough granularity about the specific products these
businesses trade in. Therefore, these figures provided are only estimates, but also are likely to be
overestimates, due to the overlap of business activity and therefore double counting when summing up
these figures.

Description of options considered
Option 0 — Do nothing

The ‘do nothing’ option would see the continuation of the requirement for PE businesses intending to place
UKCA marked products on the GB market to have obtained certification of personnel and materials
involved in the early stages of manufacturing from UK-based bodies only.

Under the UKCA system, only competent bodies that are established in the UK can: certify personnel;
certify a material manufacturer’s quality-assurance system (QAS); and appraise materials. Much of the
early stages of manufacturing can happen abroad where the final destination of the product is unknown at
the time, and where it then becomes almost impossible to ‘retro-certificate’ for the GB market the personnel
involved. As the GB materials market is relatively small, and competition for materials high, in global terms,
there is little incentive for material manufacturers (largely based overseas) to obtain what to them (since
the UK left the EU), is now additional certification.

In the short-term, manufacturers may have to delay certain projects that were due for completion this
summer, until January 2025. This is due to the ending of a particular transitional provision which previously
allowed the recognition of UKCA marking of European Economic Area (EEA) based body certificates for
personnel and materials.

In the long term, pressure equipment manufacturers may either struggle to source the latest materials (as
these inputs must be certified by UK bodies), or withdraw from the UK market altogether, at a loss to the
UK economy. If the material manufacturers did seek certification from the UK certification bodies, they may
pass this additional cost to UK businesses intending to trade in the GB market.
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This could result in such businesses withdrawing from the GB market to avoid the burden of certification
just for that market.

Option 1 — Recognition of EEA-based bodies

Option 1 involves an amendment to existing legislation that would enable pressure equipment
manufacturers undertaking UKCA to include certification of inputs (including personnel qualifications,
materials, and quality assurance systems) conducted by competent bodies based in the EEA.

Allowing UK manufacturers to purchase and use materials certified by EEA based bodies will result in the
widest choice for manufacturers and ease supply chain issues.

This scenario enables the markets for these materials to operate smoothly, ensuring continuous supply of
inputs to manufacturers and therefore uninterrupted supply of pressure equipment, preventing costly
delays to projects in key UK industries (for example the energy industry).

In the longer-term, this would protect these supply chains in the case of diverging requirements between
UKCA and CE certification.

Additional context — Conformité Européenne (CE) extension

The Government announced on 1 August 2023 that it intends to change the law to continue recognising
the CE marking of products by EU Notified Bodies. Upon implementation, manufacturers would have
access to the full materials market.

This CE recognition extension policy would operate on a longer timeframe (with implementation not
expected until January 2025) and as such, the ‘do nothing’ option could result in costly delays to major
projects that require certified inputs. This would have the biggest impact on project with a deadline in
Summer 2024, that could experience costly delays to completion.

The instrument (option one) realigns the rules for CE and UKCA marked products intended for the GB
market. There is currently little potential for divergence between the two systems in this sector on the
issue of certification of personnel and materials.

Monetised and non-monetised costs and benefits of each option (including
administrative burden)

For the following analysis across both options, unless stated otherwise, 2023 data has been used to
conduct the analysis present in this Impact Assessment.

Option 0: Do Nothing

Under this ‘do nothing’ option, the trade and supply chain issues that the proposal aims to rectify will
continue to persist, causing difficulties for manufacturers abroad and in the UK to place and trade pressure
equipment products on the UK market. These difficulties will both be short-term — i.e. a potential delay to
projects originally commissioned to come into service in 2024 — and in the long-term, depending on future
decisions by the EU and UK Government on product safety rules in this area. An alternative option for
businesses intending to place UKCA marked products on the GB market in 2024 would, in theory, be to
CE mark the products. However, this would involve re-testing and re-assessing the materials, and re-
certifying both the personnel and the materials used. The relevant personnel would have to be traced and
be willing to undergo certification, including possibly undergoing testing and examination. Even if they
could be easily traced, they would be unlikely to be willing to take time away from current work to do this
for work already done. To assess the materials, the equipment would have to be taken apart, and this
would compromise its safety, requiring reassessment. This alternative was therefore deemed
impracticable.

Social Costs

The costs described will largely overlap with the benefits described below in option 1, whereby in the ‘do
nothing’ scenario, manufacturers will face difficulties in placing pressure equipment products on the UK
market due to the issues identified above. Numerous stakeholders have highlighted this point, stating it
would be more beneficial for them to delay their projects and wait until the CE recognition comes into play
(expected early 2025) than pay the cost of having dual certification. The costs under this option fall into
the following categories:



Reduced Choice - Businesses

As a result of the ‘do nothing’ scenario there will be consequences for pressure equipment manufacturers
which could lead to a chain reaction for different areas of the pressure equipment sector:

e Pressure Equipment manufacturers: Those intending to place UKCA marked products on the GB
market are likely to have a reduced choice of materials they can buy to manufacture pressure
equipment.

e UK purchasers of pressure equipment from the GB market: These businesses will have either
less choice of pressure equipment if certain manufacturers withdraw from the GB market, or less
certainty of pressure equipment made from the latest materials.

e UK providers of services based on pressure equipment: Will have less choice of products from
the domestic market and may have to import (more expensive) products from abroad.

e UK businesses: Will have less choice/higher costs for energy, where production and storage are
reliant on pressure equipment.

Lack of choice — Consumers

UK consumers will have less choice of pressure equipment for their homes, e.g. heat pumps, air
conditioning, and potentially reduced services from the energy, healthcare, and food production and
preservation sectors where these rely on pressure equipment (water, hydrogen, methane, oxygen,
nitrogen).

Administrative Costs

Under this scenario, pressure equipment manufacturers will face additional costs to secure (in advance of
any manufacturing) the relevant certification for equipment intended for the GB market and UKCA marking.
As stated by some stakeholders with whom the Office for Product Safety and Standards (OPSS) has
engaged, there is minimal incentive for material manufacturers (largely based abroad), to obtain
certification of their quality assurance systems. As a result, UK manufacturers wishing to obtain state-of-
the-art materials, would have to pay the cost themselves of the material manufacturers’ UK market
certification, creating an additional financial burden for these businesses. These costs can include cost of
certification, inspections, and audits of documentation. There is also the possibility of these costs being
passed on to consumers, leading to higher prices.

The level of these costs is dependent on the contractual arrangements for procurement and supply that
they arrange with overseas suppliers, the regularity of orders, and the size and scope of individual projects.
Although they cannot be quantified, or included in this IA because of commercial sensitivities, they are
anticipated to be significant, with the delays in projects leading to considerable business and consumer
burden.

Business Benefits — Increased Business

Based on our assessment, under the ‘do nothing’ scenario there are no benefits for pressure equipment
manufacturers intending to place UKCA marked products on the GB market.

There may however be marginal benefits in the short-term for UK based certification bodies, who may
benefit from increased business. Given businesses are required to get UKCA certification from a UK based
body, those wishing to place UKCA marked pressure equipment products in the UK will be required to
engage with these UK businesses, which may see them gain an increase in their revenue. However, initial
engagement with stakeholders has provided limited evidence to this claim, as many conformity
assessment bodies have said the UKCA side of their business is collapsing.

Since this is the ‘do nothing’ option, against which other options are assessed, the costs and benefits are
baselined to zero in order to enable a fair comparison of the impacts other options will bring.

Option 1: Preferred Option
Size of the Market: Number of Businesses

Estimates for both the number of businesses and size of the market for those in scope of these regulations
have been derived by utilising ONS SIC codes and matching the description to corresponding regulations.
ONS business populations data was then used to estimate the number of UK manufacturers in scope of
this proposal, and the turnover of the market for 2023.
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For this exercise, the analysis focused on the following directive':

e Pressure Equipment

Table 1: Estimated business populations for Pressure Equipment 2023

Directive No. of businesses
Pressure Equipment 5,715

Size of the Market: Turnover

Business turnover is the complete sum of sales made over a given period. ONS data has also been used
to estimate the total turnover these businesses generated, which has then been used as a proxy for the
market revenue and size of this sector. Utilising 2023 ONS business populations data, it is estimated that
the market turnover for businesses that trade Pressure Equipment was over £24 billion2.

Financial Costs

Familiarisation costs: UK pressure equipment manufacturers intending to place UKCA marked pressure
equipment on the GB market will need to familiarise themselves with the new regulation. The policy will
look to allow the recognition of personnel and material certification by bodies based either in the UK or in
the EEA. Therefore, these manufacturers will need to dedicate time familiarising themselves with the
change in regulations before and deciding whether they would like to change how they operate. This takes
the form of managers within businesses taking time to read about the changes, creating an opportunity
cost from their time.

Table 1 estimates that there are over 5,700 relevant manufacturers in scope of this policy. Using guidance
from the Green Book, the estimated total cost for familiarisation for all relevant pressure equipment
manufacturers will range from £24,600 to £37,000, with a central estimate of £30,800. Figure 1 shows
these calculations.

' For full list of relevant sic codes please see appendix

2 Please note that this is an estimate that was calculated utilising turnover bands provided by ONS. To see the full calculations, please refer to
table 6 in the appendix.
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Figure 1: Option 1 Familiarisation Cost Calculation
Familiarisation costs to businesses in scope occurring in year 1

A. Number of businesses in scope: 5,715
X
B. Average time taken to read and understand legislation in hours*: 0.13 -
0.20 (central est. 0.17)
8 — 12 minutes (central est. 10 minutes)
X
C. Average hourly wage for a corporate manager or director: £26.52**
X
D. Non-wage labour cost uplift: (1 + 22%***)

AXxBxCxD=£24.6k - £37.0k
Central estimate: £30.8k
(2023 prices)

Note: Calculations presented may not equal precisely due to rounding but the underlying
calculations are based on unrounded inputs.

*It is expected that the policy document will be 4 pages, consisting of between 400-600 words per page, with
500 words being our central scenario. Based on government guidance, a reading speed of 200 words per
minute has been used, resulting in an estimation of between 8 and 12 minutes for businesses to read the
new legislation.

**Table 2, 2023 data
https..//www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/datasets/occupation2digitsocashetable2

*** From RPC guidance https.//www.gov.uk/government/publications/rpc-short-guidance-note-implementation-costs-august-2019

Social Costs

Loss of Business

The other major cost that is anticipated for UK businesses is the loss of business. By allowing competent
bodies in the EEA to certify pressure equipment products, there is a risk that UK equivalent bodies will
lose out on this business. Stakeholders have highlighted the lack of incentive of UKCA certification,
stating that the CE certification is sufficient to conduct their business and classifying the UK market for
pressure equipment as ‘too small’.

Despite this, based on evidence from some stakeholders, it is expected that the resulting loss of
business will be small, as manufacturers were already unlikely to seek UK certification as they believed
the GB market to be ‘too small’. Regardless, there is an expectation for UK certification bodies to face
some loss of business because of this proposal. An estimate of the scale of this impact is not available
based on lack of data regarding total turnover of UK certification bodies and expected loss.




Benefits

Cost saving

For option 1, the majority of the benefits reaped will be costs saved, as without the introduction of the
proposal, pressure equipment manufacturers will face significant burdens and costs. These are broken
down into two different types:

Removal of delays

A major short-term benefit of this proposal is the removal of delays, which are currently causing significant
costs. With this proposal, pressure equipment intended for UKCA marking and placing on the GB market
this summer will be able to be placed on the market without delay — allowing them to be used in key
projects. Based on anecdotal evidence from some stakeholders, a delay to a project could cause
businesses up to £1m a day in costs. Large projects are also at risk of being put on pause due to the
inability to put into service pressure equipment intended for UKCA marking but reliant on EEA-based body
issued certificates for personnel and materials. This would also lead to increased costs for consumers,
where such pressure equipment is required for sectors such as nuclear and hydrogen energy, medical
equipment, heating, agriculture, and food storage.

Access to latest materials

A longer-term benefit of this proposal is the increase in state-of-the-art materials available to UK pressure
equipment manufacturers. By allowing equal recognition of both UK-based body and EEA based body
certificates for personnel and materials, UK- based pressure equipment manufacturers can gain access
to the latest materials, and will not have to pay for overseas material manufacturers to obtain relevant
certification. The overall cost is difficult to assess, as the level of these costs are dependent on the
contractual arrangements for procurement and supply that they arrange with overseas suppliers, the
regularity of orders, and the size and scope of individual projects. Businesses will also benefit from the
maintaining of relationships with overseas suppliers.

Direct costs and benefits to business calculations

A lack of quantified evidence makes performing an Equivalent Annual Net Direct Cost to Business
(EANDCB) calculation impossible. However, Option 1 presents a number of benefits that businesses will
directly benefit from (relative to Option 0: Do Nothing). This would mean the Net Cost to Businesses would
be negative; and therefore, if an EANDCB calculation was possible the figure is likely to be significantly
negative.

Risks and assumptions
The key assumptions for quantifying the impacts of this proposal are:

e The majority of the benefits of this proposal will mostly only be reaped during the duration of when
it is implemented until the end of 2024, whereby then the CE extension will kick in and most of the
benefits from that point onwards will be the result of that legislation. This analysis assumes the
CE extension gets implemented and is therefore included in the counterfactual. The long-term
benefits (post CE extension in 2025) have therefore been largely considered as separate to this
pressure equipment proposal, to avoid double counting.

e Familiarisation costs: The figures provided here are only estimates, with the true number of
businesses not currently being known. The number of words per page expected is also uncertain.
To mitigate this however, a low to high range has been used, with a central estimate provided to
indicate our most robust estimate. The assumptions used have not undergone further evaluation.

e Trade data: A mapping exercise based on commodity classification was undertaken to map across
to pressure equipment. Although this analysis engaged experts in this regulatory area in this
exercise, the detail provided on these products classification is limited, meaning the figures
provided are only estimates. To counteract this, trade statistics are rounded to avoid spurious
accuracy.

e Business reaction to the change in legislation: It is anticipated that this proposal will see an
increase in pressure equipment being placed on the UK, however the magnitude of this impact
has not been quantified.



e Scale of Impact: Stakeholder engagement identified the risk of not taking action but due to the
commercial sensitivity, the scale of impact has not been possible to quantify. There is a risk that
the cost of additional certification is lower than implied from this engagement. In this case, the
effect of the policy may be more limited as the trade barrier would be less significant even in the
counterfactual scenario.

Impact on small and micro businesses

Table 1 estimates that there are over 5,700 businesses that manufacture pressure equipment in the UK in
2023. Breaking these down by business size, most of these businesses (over 88%) are micro or small
(less than 50 employees) businesses, with only a minority (1.7%) classed as a large business (over 250
employees). Table 2 has a full breakdown. There is limited information on the extent to which this could
disproportionately impact small and micro businesses relative to large businesses.

This instrument benefits all sizes of business that manufacture pressure equipment intended for UKCA
marking and placing on the GB market. To exclude SMEs would place them at a disadvantage in relation
to larger businesses and would be perverse.

There is a possibility that larger businesses may benefit more from this proposal, as Option 1 will open up
trade barriers and increase business with international suppliers, benefiting those with pre-existing deals
with international manufacturers. This may be less likely for smaller businesses, who may not have as
much international reach when trading these products. Furthermore, costs such as familiarisation costs
which are incurred by all businesses will represent a bigger relative burden to smaller businesses than
larger ones.

Table 2: Pressure Equipment number of businesses by size (2023)°

Directive Micro Small Medium Larg_;e
Pressure Equipment 3,680 1,385 560 100

Wider impacts

Environmental Impacts

The nature of this proposal means that the environmental impacts are expected to be minimal. The
objective of Option 1 is to ease costs and burdens on businesses who manufacture pressure equipment,
as it will become easier for these businesses to place these products on the GB market. This proposal is
not expected to change the way pressure equipment businesses conduct their manufacturing processes,
their disposal of waste, or their usage of land. Some anecdotal evidence suggests that the proposal could
lead to minor benefits on the environment, with the easing of trade frictions encouraging the placing of
greener energy products on the market. On the other hand, there may be small increases in pollution due
to the increase in trade, with more products being transported as a result of the opening of the trade
barriers.

Public Sector Equality Duty (PSED)

Our analytical assessment has found no supporting evidence or indication that those with protected
characteristics will be impacted differently or unfairly than those without. There is no evidence found to
suggest that different groups of protected characteristics have different needs to others specifically in
connection with the manufacture or import of pressure equipment on to the Great Britain market.

The policy objective is to reduce costs and administrative burdens for all manufacturers wishing to place
pressure equipment on the Great Britain market, thus benefitting the UK economy as a whole.

3 Total number of businesses differ slightly when measured by business size due to different methodology conducted by ONS.
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Table 3: Proposal expected impact of Protected Characteristics

Protected Characteristic Expected Impact
Disability None
Race None
Age None
Gender reassignment None
Religion or belief None
Pregnancy & Maternity None
Sexual orientation None
Sex None

Cost to Government

There are no material additional costs for Government expected under Option 1 relative to Option 0: Do
Nothing. Current costs to Government, will remain post Sl implementation. These costs to Government
include ensuring businesses and Conformity Assessment Bodies (CABs) are complying with the product
safety regulations (the CE or UKCA marking), to ensure the safety of products on the GB market. There
are also Government costs to enforcing the product safety regulations, though these are incurred under
both Options.

Impact on Consumers

UK consumers are expected to benefit from the increased choice and quicker availability of materials for
pressure equipment manufacturers intending to place UKCA marked equipment on the GB market in
Option 1 compared to Option 0. Engagement with stakeholders have highlighted that under option 0 there
is significant risk of delays of key projects that are used in crucial sectors such as renewable energy and
medicine, which could harm those consumers who are reliant on these products. Consumers could also
benefit indirectly from the lower prices that occur in Option 1 compared to Option 0 due to business savings
being passed onto consumers in the form of lower prices. Data on these impacts however are limited and
have not been quantified.

Innovation

Allowing certification of materials (and personnel) by a wider pool of bodies is likely to give businesses
that manufacture pressure equipment intended for UKCA marking and placing on the GB market greater
access to the latest materials, thereby making them more competitive, allowing them to innovate, and to
attract more investment.

A summary of the potential trade implications

Utilising trade data provided by HMRC, we have been able to estimate the value of imports for Pressure
Equipment in the last 5 years. A similar mapping exercise that was undertaken for familiarisation costs
was conducted for this trade data, whereby different product commodity codes (at CN8 level) were mapped
across to different regulations, and those that fell under the scope of pressure equipment were used. As
was the case prior, it is important to note these figures are also estimates.

Table 4: UK Pressure Equipment trade data (rounded to 3 significant figures):

Year Imports Exports Net (Exports — Imports)
2018 £3.48bn £2.86bn -£0.62bn
2019 £3.26bn £3.04bn -£0.22bn
2020 £2.72bn £2.58bn -£0.14bn
2021 £2.99bn £2.80bn -£0.19bn
2022 £3.90bn £3.20bn -£0.70bn
Total £16.3bn £14.5bn -£1.87bn
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As demonstrated in the table above, the UK has regularly been a net importer of pressure equipment over
the past 5 years, and this deficit has been steadily increasing, with there being a large jump from 2021 to
2022. Over the past 5 years, this trade value deficit has accumulated to almost £2bn. The UK in particular
is reliant on the EU for pressure equipment products, with it being by far the biggest importer during this
time period (just under 60% of import value was from the EU).

Table 5: Full list of UK Import Partners from Pressure Equipment (2018-2022)

Region Import value As a %
European Union £9.65bn 59.0%
Asia and Oceania £2.83bn 17.3%
North America £2.0bn 12.2%
Western Europe exc EU £1.47bn 9.0%
Middle East and N Africa £0.3bn 1.8%
Eastern Europe exc EU £0.044bn 0.3%
Latin America and Caribbean | £0.036bn 0.2%
Sub-Saharan Africa £0.027bn 0.2%

Monitoring and Evaluation

The Department for Business and Trade will look to maintain and grow its evidence base for the market
for Pressure Equipment and continue to engage with the businesses, manufacturers, and market
surveillance authorities in scope of the proposal. Engagement will focus on both the short and long term
impacts of the proposal, looking at to what extent businesses have considered this proposal a success in
reducing their costs and burdens.

The main impacts of this proposal are expected to be a reduction in trade frictions and costs for businesses,
so the stakeholder engagement will focus on these two aspects, focusing on whether it has helped remove
the trade barriers. Some examples of stakeholder engagement that may be conducted include stakeholder
surveys and roundtables, whereby these businesses will be given the opportunity to reflect back on their
experience of adapting to the new regulations, with there being a focus on providing evidence to
corroborate their experience. The Department for Business and Trade may also conduct case study
assessments, seeking to understand what impact this proposal has had on ease of placing products on
the UK pressure equipment market.

The Department for Business and Trade will also monitor both internal and external data sources to
measure the impact and effectiveness of the proposal, including relevant trade and business data provided
by ONS and HMRC, some of which have already been described in this impact assessment. The focus of
the metrics will be on the trade of Pressure Equipment products, with a key aim of the proposal being to
reduce the current blockers of importing these products; and on the size and growth of the market, with
the proposal aiming to restore and encourage the commission of new large-scale key projects which
require the use of Pressure Equipment.

The methods of data collection, monitoring and evaluation, as well as stakeholder engagement described
above will contribute to judging the success of the policy.
Post Implementation Review

According to the Retained EU Law (Revocation and Reform) Act 2023 — see s. 20(5), there is no
requirement for a post implementation review for this regulation. Although this does not prevent the review
and improvement of this legislation, it removes the requirements relating to this proposal.
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