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	Summary: Intervention and Options 

	RPC Opinion:  FORMDROPDOWN 


	

	Cost of Preferred (or more likely) Option

	Total Net Present Value
	Business Net Present Value
	Net cost to business per year (EANCB on 2009 prices)
	In scope of One-In, One-Out?
	Measure qualifies as


	£0.008 m

	N/K
	N/K
	 FORMDROPDOWN 

	OUT

	What is the problem under consideration? Why is government intervention necessary?
 As identified by the Red Tape Challenge Hospitality, Food and Drink theme, the Spreadable Fats (Marketing Standards) and Milk and Milk Products (Protection of Designations) (England) Regulations 2008
 gold plate EU requirements by requiring the fortification of margarine with vitamins A and D (Regulation 4).  This places an unnecessary burden on business.  Government is committed to removing this gold plating following consultation and replacing criminal sanctions for breaching Regulation 6 with civil sanctions. 


	What are the policy objectives and the intended effects?

· Reduce unnecessary regulatory burdens on industry by removing gold plating and by replacing criminal sanctions with civil sanctions. 

· Meet our EU obligations by providing in domestic law for proportionate, effective and risk- based enforcement of the obligations in Articles 114 and 115 and relevant Annexes of Council Regulation (EC) No, 1234/2007 establishing a common organisation of agricultural markets and on specific provisions for certain agricultural products (OJ No. L299, 16.11.2007, p.1) (“the Council Regulation”).  The Regulations also enforce  Articles 1-3 of Commission Regulation (EC) No. 445/2007 laying down certain detailed rules for the application of Council Regulation (EC) No 2991/94 laying down standards for spreadable fats and of Council Regulation (EEC) No. 1898/87 on the protection of designations used in the marketing of milk and milk products



	What policy options have been considered, including any alternatives to regulation? Please justify preferred option (further details in Evidence Base)
Option 1 – Do nothing.  Continue with business as usual (the baseline).
Option 2 – Remove the mandatory requirement to fortify margarine with vitamins A and D.  The criminal sanctions for breaching the regulations would be replaced with civil sanctions (an enforcement notice approach consistent with other similar regulations for food).  

Option 2 is our preferred Option as it will remove unnecessary regulatory burdens on business.



	Will the policy be reviewed?  It will be reviewed.  If applicable, set review date:  December 2013 

	Does implementation go beyond minimum EU requirements?
	 FORMDROPDOWN 


	Are any of these organisations in scope? If Micros not exempted set out reason in Evidence Base.
	Micro
N/k
	< 20
N/k
	Small
N/k
	Medium
N/k
	Large 

N/k

	What is the CO2 equivalent change in greenhouse gas emissions? 
(Million tonnes CO2 equivalent)  
	Traded:   
N/A
	Non-traded:   
     N/A


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

	Signed by the responsible  FORMDROPDOWN 
:
	
	 Date:
	     


Summary: Analysis & Evidence
Policy Option 1
Description:  Option 1 – Do nothing.  No change to the current Statutory Instrument

FULL ECONOMIC ASSESSMENT

	Price Base Year  N/A
	PV Base Year  N/A
	Time Period Years  N/A
	Net Benefit (Present Value (PV)) (£m)

	
	
	
	Low: Optional
	High: Optional
	Best Estimate: 0


	COSTS (£m)
	Total Transition 

(Constant Price)
Years


	Average Annual 
(excl. Transition) (Constant Price)
	Total Cost 
(Present Value)

	Low 
	Optional
	1
	Optional
	Optional

	High 
	Optional
	
	Optional
	Optional

	Best Estimate


	0
	
	0
	0



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

There are no costs associated with this option as this is the baseline against which the other options are appraised.

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

There are no costs associated with this option as this is the baseline against which the other options are appraised.

	BENEFITS (£m)
	Total Transition 

(Constant Price)
Years


	Average Annual 
(excl. Transition) (Constant Price)
	Total Benefit 
(Present Value)

	Low 
	Optional
	   
	Optional
	Optional

	High 
	Optional
	
	Optional
	Optional

	Best Estimate


	0
	
	0     
	 0    

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

There are no benefits associated with this option as this is the baseline against which the other options are appraised

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

There are no benefits associated with this option as this is the baseline against which the other options are appraised

	Key assumptions/sensitivities/risks
Discount rate (%)


	

	


BUSINESS ASSESSMENT (Option 1)

	Direct impact on business (Equivalent Annual) £m: 
	In scope of OIOO?
	  Measure qualifies as

	Costs: 0
	Benefits: 0
	Net: 0
	No
	Zero


Summary: Analysis & Evidence
Policy Option 2
Description:  Option 2 – Remove the mandatory requirement to fortify margarine with vitamins A and D

FULL ECONOMIC ASSESSMENT

	Price Base Year  
	PV Base Year  
	Time Period Years  
	Net Benefit (Present Value (PV)) (£m) 

	
	
	
	Low: Optional
	High: Optional
	Best Estimate: 


	COSTS (£m)
	Total Transition 

(Constant Price)
Years


	Average Annual 
(excl. Transition) (Constant Price)
	Total Cost 
(Present Value)

	Low 
	Optional
	   1
	Optional
	Optional

	High 
	Optional
	
	Optional
	Optional

	Best Estimate


	£0.008 m
	
	0.00
	£ 0.008 m

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

 Government: £7,798 (EAC: £ 906)
One off costs: Local Government Trading Standards Officers will need to familiarise themselves with the new regulations. 



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

Industry: (Not Known; No. Of businesses still producing margarine is not known)
 One off costs: Although deregulatory, the manufacturers will face the costs associated with familiarisation with the new regulation. 



	BENEFITS (£m)
	Total Transition 

(Constant Price)
Years


	Average Annual 
(excl. Transition) (Constant Price)
	Total Benefit 
(Present Value)

	Low 
	Optional
	   
	Optional
	Optional

	High 
	Optional
	
	Optional
	Optional

	Best Estimate


	0.00
	
	     
	

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


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

Industry:  The industry would benefit from the deregulatory nature of the measures, as well as the move to a civil sanctions regime.
Government - Ongoing benefits: Enforcers of the regulation would benefit from a reduced enforcement burden with the move to civil sanctions (should the need to enforce the regulations arise).
Ongoing benefits: 

	Key assumptions/sensitivities/risks
Discount rate (%)


	3.5%

	According to the Margarine and Spreads Association (MSA), only a couple of small producers in the UK make a fat spread that would legally qualify as margarine. Therefore, almost all fat spreads made in England do not need to meet this fortification requirement, but do so on a voluntary basis.  There is a very small risk that they would not continue to do so, should the requirement be removed for margarine, which could adversely impact public health.  This risk is considered very small as spreads are sold on the basis of health benefits, and restoration/replacement of these vitamins has become the industry standard. 




BUSINESS ASSESSMENT (Option 2)

	Direct impact on business (Equivalent Annual) £m: 
	In scope of OIOO?
	  Measure qualifies as

	Costs: N/K
	Benefits: £0
	Net: £0
	Yes
	OUT


Evidence Base (for summary sheets)

Problem under consideration
1. One of the current Government priorities is to remove burdensome or outdated regulations where they are no longer needed.  As part of the Red Tape Challenge Exercise covering the Hospitality theme a review of all existing rules covering food labelling and compositional standards was carried out. As part of this review, this consultation seeks views on: (i) the need for regulation 4 of The Spreadable Fats (Marketing Standards) and the Milk and Milk Products (Protection of Designations) (England) Regulations 2008 which requires margarine to be fortified with vitamins A and D; and (ii) replacing the criminal sanctions with civil sanctions, in line with the government’s objectives to reduce the burdens on the industry and others such as enforcers 
2. Any changes to the existing rules are proposed for England only, since food is now a devolved matter.

Rationale for intervention
3. This IA is primarily considering the need for continued mandatory fortification requirements for margarine, which is currently required by regulations. If fortification is deemed no longer necessary then this would provide a basis for deregulation and repeal of the Regulations.  Government intervention is required as a change in secondary legislation would be required in order to implement the deregulation.
Options Considered

4. Option 1 – Do nothing – continue with business as usual (the baseline).
5. Option 2 – Remove the mandatory requirement to fortify margarine with vitamins A and D. The criminal sanctions for breaching the regulations would also be replaced with civil sanctions (an improvement notice approach consistent with other similar regulations for food). For this option it will be the responsibility of Local Government Trading Standards officers to familiarise themselves with the new Statutory Instrument (SI) and to understand the move to an improvement notice system for non-compliance Regulations.

6. The preferred option is Option 2 because it simplifies the regulatory landscape and improves the enforcement regime.

Background
7. Margarine was originally developed as a substitute for butter and is used both by consumers as a finished product as well as in industrial baking and processed food manufacture. Margarine contains a minimum of 16% water and a minimum fat content of 80%, low-fat spreads have lower fat content and higher water content.

8. Many member states currently require the mandatory addition of vitamins A and D to margarine and fat spreads for reasons of public health. Voluntary fortification of margarine with vitamins had been practiced by manufacturers since 1925, but in 1940 with the advent of the war, certain governments took action to safeguard the nutritional status of their nations by making the addition of vitamin A and D compulsory. This mandatory fortification was justified in the view that margarine was being used to replace butter in the diet.

More recently there has been an increase in the production of spreads which would not legally be classed as ‘margarine’.   Therefore, almost all fat spreads made in England do not need to meet this fortification requirement, but do so on a voluntary basis.  Restoration/replacement of vitamins A and D has become the industry standard.
Current situation
9. The Spreadable Fats (Marketing Standards) and the Milk and Milk Products (Protection of Designations) (England) Regulations 2008 state that:
4.  No person may sell by retail any margarine unless it contains in every 100 grams — 

(a )not less than 800 micrograms and not more than 1,000 micrograms of vitamin A, and 

(b) not less than 7.05 micrograms and not more than 8.82 micrograms of vitamin D, 

and a proportionate amount in any part of 100 grams. 
10. A pre-mix of Vitamin A and D which comprises 0.01% of the recipe of margarine costs the manufacturers approximately £0.075 for a half Kg block of margarine.
11. The market for spreadable fats is much bigger than for standard margarine, with three main consumer brand manufacturers; Dairy Crest, Kerry Foods and Unilever 
12. We do not know how many companies still produce margarine in the UK.  The three main spreadable fats manufacturers no longer produce margarine and evidence from trade associations suggests that few, if any, small companies still manufacture it.


Health 
13. The most recent published data from the National Diet and Nutrition Survey (NDNS) years 1-3 combined (2008/09 - 2010/11) shows that consumption of fat spreads in total (excluding butter) in adults is 7g/day.  The majority of consumption is of reduced fat spreads with a fat content of 41-75%.  It is not possible to estimate margarine consumption from NDNS as we know from market intelligence that there are very few, if any, brands of margarine now on the market.
14. Analysis of NDNS shows that fat spreads in total (excluding butter) contribute about a fifth of vitamin D intake and 5-10% of vitamin A intake. However the vast majority of this is from voluntarily fortified reduced and low fat spreads rather than margarine. No health concerns are expected to be raised regarding abolishing this regulation. As the cost of fortification is so low (see paragraph 10) above, we believe manufacturers would continue to fortify voluntarily if mandatory fortification was removed.
Legislative framework - Description of the new requirements

15. The current Spreadable Fats (Marketing Standards) and the Milk and Milk Products (Protection of Designations) (England) Regulations 2008 would be revoked and replaced with The Spreadable Fats (Marketing Standards) and the Milk and Milk Products (Protection of Designations) (England) Regulations 2013.

Enforcement

16. The standardised approach to enforcement - serving an improvement notice on a trader where an authorised officer has reasonable grounds for believing that the trader has not complied with, or is unlikely to comply with, the Regulations will be taken in the case of The Spreadable Fats (Marketing Standards) and the Milk and Milk Products (Protection of Designations) (England) Regulations 2013 (“the Regulations”), and will be consistent with other similar regulations for food composition, standards and labelling. This is the same approach as taken in other regulations reviewed under the Red Tape Challenge.  This Option makes for a clearer legislative environment and reduces the burden to industry and local authorities. 

17. It will be the responsibility of Local Government Trading Standards officers to familiarise themselves with the new requirements in order to make sure that the new rules are adhered to. They will need to understand the move to an improvement  notice system for offences that breach The Spreadable Fats (Marketing Standards) and the Milk and Milk Products (Protection of Designations) (England) Regulations 2013 (“the Regulations”).
18. Enforcement bodies already use the improvement notice approach for a number of other Regulations. Therefore introducing this approach to the new Regulations should not create burdens. In this case it should be seen as a benefit as the sanctions in these Regulations are being brought into line with other existing Regulations. It is anticipated that there will be no additional costs on an ongoing basis.
Affected Groups

19. Manufacturers and processors – Under Option 1, industry will not be affected. However, under Option 2, margarine manufacturers and processors would be likely to incur a one-off familiarisation cost.
20. Government – Under the Option 1, Government will not be affected. However, under Option 2, local authorities will also incur a one-off familiarisation cost whilst also benefitting from a reduced enforcement burden.
21. Consumers – Under both Option 1 and Option 2, there is likely to be no impact on consumers. This is because we do not expect a change to processes or products produced
Option Appraisal

Costs and Benefits

Assessment of One in One Out (OIOO)

Policy Option 1 – Do Nothing 

This option would mean continuing with the current rules and would not deliver RTC commitment

Costs

22. There are no incremental costs associated with this option. This is the baseline to which all other options are compared.  

Benefits
23. There are no incremental benefits associated with this option. This is the baseline against which all other options are appraised.  

Policy Option 2 
Costs

Industry

One-Off Familiarisation Costs

24. There will be a one-off cost to industry for reading and familiarising themselves with the new Regulation. Familiarisation costs are measured in terms of time costs and are therefore quantified by multiplying the time it takes for an official to read and familiarise him/herself with the Regulation by their wage rate.
25. Time will be spent acquiring, reading and understanding the legislation, seeking external advice where necessary. Across the supply chain, it is assumed that micro and small businesses will require 1 hour to familiarise themselves. This is also the case for medium and large businesses with an additional hour to disseminate the new set of information to other colleagues. The average hourly rate is up rated by 30% to take account of overheads in line with standard cost model methodology. 

26. In the absence of information on the number of margarine manufacturers it isn’t possible to quantify the familiarisation costs from the new regulations. It is, however, safe to assume that the familiarisation costs for the manufacturers will be low given that we understand there are few margarine manufacturers, and the change in regulation is relatively simple.
	Consultation Question 2
Stakeholders are invited to comment on whether the assumption of 1 hour for micro and small businesses and 2 hours for medium and large businesses is reasonable.



Government

One-Off Familiarisation Costs

27. Local authorities will also need to become familiar with the updated Regulations. It is estimated that it would take one Trading Standards officer, 1 hour to read and become familiar with the Regulations and disseminate them to key staff. The average hourly pay rate for Inspectors of standards and regulations is shown in the table below. This has been up-rated by 30% to account for overheads, in accordance with the standard cost model
	Consultation Question 3
Stakeholders are invited to comment on whether the assumptions above are reasonable?



There are currently 533 local authorities in the UK of which 433 are located in England.

Table 9: Familiarisation costs for trading standards officers, by regional breakdown

[image: image1.emf]Number of Local 

Authorities

Median average hourly rate 

(uprated by 30% for overheads)

Total Familiarisation 

Cost

England

433 £7,798

Wales

22 £396

Scotland

32 £576

Northern Ireland

26 £468

UK

513 £9,239

£18.01


Enforcement

9. Under policy Option 2 we envisage no incremental costs for enforcement authorities as we assume the impact on Local Authorities and the Competent Authority (FSA) would be negligible. 
Consumers

10. Under policy Option 2 we envisage no incremental costs for consumers as we do not expect current voluntary fortification to cease. 
Benefits
Industry
A more proportionate enforcement procedure for businesses - This is currently a non-monetised benefit.
11. There would be a benefit to industry in terms of moving from the current criminal sanctions regime to a new regime providing for enforcement by way of compliance notice, followed up by a criminal offence in those cases where a compliance notice is not complied with. It is anticipated that the gains will originate from reduced costs and the time saved to businesses in resolving the issues more quickly. This will materialise in the fact that, the vast majority of contraventions will be resolved through the issuing of compliance notices. 
12. Information provided in the food standards enforcement actions report for 2010/11 shows that there were 69 food standards prosecutions concluded in England
.  Although it is not possible to give precise figures, the likelihood is that prosecutions resulting from the contravention of these regulations are extremely low or possibly none at all.  We would expect the number of cases referred to criminal courts to be reduced. Therefore, this benefit is expected to be very small given the number of cases associated with margarine is anticipated to be small or non-existent.
Consultation Question 3

Stakeholders are invited to comment on the scale of the costs saved from this new enforcement procedure.

Government
Simpler enforcement procedures for enforcement officers – This benefit is currently non-monetised. 

13. There is a potential benefit to Government in terms of moving from the current criminal sanctions regime to the new civil sanctions regime. It is anticipated that the gains will originate from reduced costs as the number of hearings will be reduced as issues will be resolved through issuing improvement notices, and the time saved to enforcement officers in resolving the issues more quickly instead of preparing for a court case. However, this benefit is likely to be very small given the number of cases associated with margarine dealt by enforcers are anticipated to be small or non-existent. 
Consultation Question 5

In what way would a new improvement notice approach benefit enforcement officers in general? Can you quantify any savings that may be realised?
Consumers (no impact)

Specific Impact Tests

14. Given that a straight forward consolidation of SIs would have minimal impact, no specific group identified in the Statutory Equality Duties Impact Test, including small businesses, would be disadvantaged. 
15. A Post Implementation Review (PIR) would be disproportionate given that there would be no change in policy beyond the enforcement regime.
Conclusion
16. Option 2 is the preferred Option because it is deregulatory for business and reduces the potential burden of enforcement. This option allows for the removal of gold plating as well as changes to enforcement procedures. The preferred Option is currently exceptionally low cost. The Net Present Value is around -£8,000.
17. The costs associated with this option are attributed to familiarisation costs for local trading standards officers (one-off transition costs).  As we do not know the number of margarine producers, we cannot estimate business costs. The benefits, which are currently non-monetised, are likely to originate from both industry and enforcement bodies of using compliance notices instead of criminal sanctions. However, given that we expect there to be very few margarine producers, and therefore very few, if any, enforcement cases, these benefits will be very small or non-existent. Therefore, although it simplifies the regulatory landscape, the measure could impose a small overall cost.
Consultation Question 1


Can you provide information on the number of companies producing margarine in the UK? 











� Statutory Instrument 2008 No.1287


� Source


(1)  England – 433 – �HYPERLINK "http://www.communities.gov.uk/newsroom/factsandfigures/local/facts/localgovernment/?id=1682861"�http://www.communities.gov.uk/newsroom/factsandfigures/local/facts/localgovernment/?id=1682861�


(2)  Scotland – 32 – �HYPERLINK "http://www.direct.gov.uk/en/dl1/directories/devolvedadministrations/dg_4003604"�http://www.direct.gov.uk/en/dl1/directories/devolvedadministrations/dg_4003604�


(3)  Wales – 22 – �HYPERLINK "http://wales.gov.uk/topics/localgovernment/localauthorities/?lang=en"�http://wales.gov.uk/topics/localgovernment/localauthorities/?lang=en�


(4)  Northern Ireland – 26 – �HYPERLINK "http://www.doeni.gov.uk/index/local_government/council_structure.htm"�http://www.doeni.gov.uk/index/local_government/council_structure.htm�





� �HYPERLINK "http://www.food.gov.uk/multimedia/pdfs/board/fsa111108.pdf"�http://www.food.gov.uk/multimedia/pdfs/board/fsa111108.pdf�
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