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Summary: Intervention and Options
	What is the problem under consideration? Why is government intervention necessary?
The Red Tape Challenge aims to cut red tape where Regulations are not working or holding back growth. The Site Waste Management (SWMP) Regulations were put in place primarily to combat fly tipping of construction waste, but the proportion of construction waste being fly-tipped is largely unchanged since the introduction of SWMPs.  Defra recognises the value of SWMPs as a tool for businesses to effectively manage resources and reduce costs and as such they should be promoted as a tool for businesses to minimise waste and save money rather than as a mandatory burden. However, enforcement is inconsistent as the savings to fund this activity did not sufficiently materialise. In addition, businesses should aim to prevent waste at the design stage by designing out waste.     


	What are the policy objectives and the intended effects?
The intended policy objective is de-regulation.  The intended effect of this de-regulation is to free up businesses from some of the more onerous parts of the regulations, when they are unnecessary. This would allow businesses to use Site Waste Management Plans as a flexible resource efficiency tool, rather than an inflexible piece of legislation. The landfill tax escalator is a more effective tool to minimise waste to landfill across all waste streams, and SWMPs should be used as a tool to help business manage resource to reduce waste and thereby save money.  SWMPs are still recommended when appropriate, and it is likely that they will retained for larger construction projects, but as a tool rather than an administrative and regulatory burden.


	What policy options have been considered, including any alternatives to regulation? Please justify preferred option (further details in Evidence Base)
Option 1 - Do nothing - Keep the Regulations in place

Option 2 - Repeal the Regulations, but keep SWMPs as a resource efficiency tool for businesses (preferred option)

Option 2 is the preferred option as described in the Red Tape Challenge announcement. Initial consultation as part of the Red Tape Challenge indicates that stakeholders supported the view the Regulations could be repealed and Defra proposed the course of action as a result.  SWMPs are very rarely enforced, and there is little supporting evidence that they have reduced fly tipping, as fly tipping of construction waste as a proportion of all waste  has been static, and while waste to landfill has been reduced this is likely to be due to the landfill tax escalator as this affects landfill across all waste streams.



	Will the policy be reviewed?   It  FORMDROPDOWN 
 be reviewed.   If applicable, set review date:   FORMDROPDOWN 
/ FORMDROPDOWN 

What is the basis for this review?    FORMDROPDOWN 
.   If applicable, set sunset clause date:   FORMDROPDOWN 
/ FORMDROPDOWN 


	Are there arrangements in place that will allow a systematic collection of monitoring information for future policy review?
	 FORMDROPDOWN 



 FORMDROPDOWN 
 Sign-off  For consultation stage Impact Assessments:
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 and Evidence
Policy Option 1
Description:  
The summary below outline the impact of the preferred option - policy option 2 - to repeal SWMP Regulations. Policy option 1 is the do nothing option. 
	Price Base Year  2013
	PV Base Year  2013
	Time Period Years  5
	Net Benefit (Present Value (PV)) (£m)

	
	
	
	Low: 16.2
	High: 20.3
	Best Estimate: 18.3


	COSTS (£m)
	Total Transition 

(Constant Price)
Years


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

	Low 
	N/A
	   
	     
	     

	High 
	N/A
	
	     
	     

	Best Estimate


	N/A
	
	     
	     

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

	Other key non-monetised costs by ‘main affected groups’ 
Indirect loss of financial savings to businesses through deterioration in resource efficiency

Indirect environmental damages associated with increased waste production


	BENEFITS (£m)
	Total Transition 

(Constant Price)
Years


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

	Low 
	N/A
	   
	3.6
	16.2

	High 
	N/A
	
	4.5
	20.3

	Best Estimate


	N/A
	
	4.1

1

	18.3

	Description and scale of key monetised benefits by ‘main affected groups’ 
Direct savings to businesses through reduction in administration associated with SWMP regulations (£18.3m)



	Other key non-monetised benefits by ‘main affected groups’ 
Indirect savings to businesses through reduction in costs associated with implementing waste management procedures

	Key assumptions/sensitivities/risks
Discount rate (%)

	3.5

	There is a high degree of uncertainty regarding the impact of repealing Site Waste Management Plans due to a lack of empirical evaluation following their implementation.

The indirect costs and benefits of the impact of repealing SWMPs on resource efficiency and waste management have not been monetised; however, it is assumed that the impact of SWMPs on business practices has been lower than originally estimated on implementation of the regulations.




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

	Costs: N/A
	Benefits: 3.9
	Net: -3.9
	 FORMDROPDOWN 

	 FORMDROPDOWN 



Enforcement, Implementation and Wider Impacts

	What is the geographic coverage of the policy/option?
	 FORMDROPDOWN 
      

	From what date will the policy be implemented?
	01/10/2013

	Which organisation(s) will enforce the policy?
	N/A

	What is the annual change in enforcement cost (£m)?
	Unknown

	Does enforcement comply with Hampton principles?
	 FORMDROPDOWN 


	Does implementation go beyond minimum EU requirements?
	 FORMDROPDOWN 


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

	Does the proposal have an impact on competition?
	 FORMDROPDOWN 


	What proportion (%) of Total PV costs/benefits is directly attributable to primary legislation, if applicable?
	Costs: 
   
	Benefits:
   

	Distribution of annual cost (%) by organisation size
(excl. Transition) (Constant Price)
	Micro
     
	< 20
     
	Small
     
	Medium
     
	Large
     

	Are any of these organisations exempt?
	 FORMDROPDOWN 

	 FORMDROPDOWN 

	 FORMDROPDOWN 

	 FORMDROPDOWN 

	 FORMDROPDOWN 



Specific Impact Tests: Checklist

Set out in the table below where information on any SITs undertaken as part of the analysis of the policy options can be found in the evidence base. For guidance on how to complete each test, double-click on the link for the guidance provided by the relevant department. 
Please note this checklist is not intended to list each and every statutory consideration that departments should take into account when deciding which policy option to follow. It is the responsibility of departments to make sure that their duties are complied with.
	Does your policy option/proposal have an impact on…?
	Impact
	Page ref within IA

	Statutory equality duties

Statutory Equality Duties Impact Test guidance MACROBUTTON FollowHLink 

	 FORMDROPDOWN 

	15


	Economic impacts 
	

	Competition  Competition Assessment Impact Test guidance MACROBUTTON FollowHLink 

	 FORMDROPDOWN 

	12

	Small firms  Small Firms Impact Test guidance MACROBUTTON FollowHLink 

	 FORMDROPDOWN 

	12


	Environmental impacts
	

	Greenhouse gas assessment  Greenhouse Gas Assessment Impact Test guidance MACROBUTTON FollowHLink 

	 FORMDROPDOWN 

	14

	Wider environmental issues  Wider Environmental Issues Impact Test guidance MACROBUTTON FollowHLink 

	 FORMDROPDOWN 

	14


	Social impacts
	
	

	Health and well-being  Health and Well-being Impact Test guidance MACROBUTTON FollowHLink 

	 FORMDROPDOWN 

	14

	Human rights  Human Rights Impact Test guidance MACROBUTTON FollowHLink 

	 FORMDROPDOWN 

	14

	Justice system  Justice Impact Test guidance MACROBUTTON FollowHLink 

	 FORMDROPDOWN 

	15

	Rural proofing  Rural Proofing Impact Test guidance MACROBUTTON FollowHLink 

	 FORMDROPDOWN 

	15


	Sustainable development
Sustainable Development Impact Test guidance MACROBUTTON FollowHLink 

	 FORMDROPDOWN 

	14


Evidence Base (for summary sheets) – Notes
Use this space to set out the relevant references, evidence, analysis and detailed narrative from which you have generated your policy options or proposal.  Please fill in References section.

References

Include the links to relevant legislation and publications, such as public impact assessments of earlier stages (e.g. Consultation, Final, Enactment) and those of the matching IN or OUTs measures.

	No.
	Legislation or publication

	1 
	Defra Construction and Demolition Statistics (http://www.defra.gov.uk/statistics/environment/waste/wrfg09-condem/) and Oxford Economics Sector GVA estimates].

	2 
	Local Authority Implementation of Site Waste Management Plans Regulations 2008

http://www.wrap.org.uk/sites/files/wrap/Local%20Authority%20Implementation%20of%20Site%20Waste%20Management%20Plan%20Regulations%202008.pdf

	3 
	Survey of Three Stakeholder Groups on Site Waste Management Plans

http://www.wrap.org.uk/sites/files/wrap/SWMP-Stakeholder-Survey1.pdf

	4 
	Site Waste Management Plans South-East trial

	5 
	SECBE Survey report

	6 
	Analysis of BRE Smartwaste data

	7 
	Site Waste Management Plans Impact Survey 2009

http://www.wrap.org.uk/sites/files/wrap/SWMP%20Impacts%20Survey%20Final%20Report.pdf

	8 
	Site Waste Management Plans Impact Survey 2011

	9 
	Environment Agency flycapture data

	10 
	Assessing the costs and benefits of waste in construction

	11 
	Netregs SME survey

	12 
	Reducing waste in smaller construction and refurbishment projects and programmes of minor works

http://www.wrap.org.uk/sites/files/wrap/Reducing%20waste%20in%20smaller%20construction%20and%20refurbishment%20projects%20and%20programmes%20of%20minor%20works.pdf

	13 
	Original Defra Impact Assessment

	14 
	Knox and Wells (Case Study)

	15 
	SECBE Survey-Site Waste Management Plans-effective implementation?

	16 
	Minutes of RTC meeting

	17 
	Brighton Site Waste Management Plan Enforcement study.

	18 
	Wanlip Site Waste Management Plan case study.




+   MACROBUTTON  AddReferenceRow Add another row 
Evidence Base

Ensure that the information in this section provides clear evidence of the information provided in the summary pages of this form (recommended maximum of 30 pages). Complete the Annual profile of monetised costs and benefits (transition and recurring) below over the life of the preferred policy (use the spreadsheet attached if the period is longer than 10 years).
The spreadsheet also contains an emission changes table that you will need to fill in if your measure has an impact on greenhouse gas emissions.
Annual profile of monetised costs and benefits* - (£m) constant prices 

	
	Y0
	Y1
	Y2
	Y3
	Y4
	Y5
	Y6
	Y7
	Y8
	Y9

	Transition costs
	
   


	     
	     
	     
	     
	     
	     
	     
	     
	     

	Annual recurring cost
	     
	     
	     
	     
	     
	     
	     
	     
	     
	     

	Total annual costs
	     
	     
	     
	     
	     
	     
	     
	     
	     
	     

	Transition benefits
	     
	     
	     
	     
	     
	     
	     
	     
	     
	     

	Annual recurring benefits
	     
	4.3
	4.1
	3.9
	4.0
	4.1
	     
	     
	     
	     

	Total annual benefits
	     
	4.3
	4.1
	3.9
	4.0
	4.1
	     
	     
	     
	     



* For non-monetised benefits please see summary pages and main evidence base section

[image: image1.emf]Microsoft Office  Excel Worksheet


Evidence Base (for summary sheets)

1.
Problem under consideration 

The Red Tape Challenge was a coalition initiative that sought to remove unnecessary leglislation considered to be stifling economic growth.  In 2012 the Government launched the Red Tape Challenge website which sought the views of the public & business regarding how well legislation is working and what could be done to improve it in a bid to maximise growth. 
In a rapidly changing world, this will mean considering different ways of achieving policy goals. Environmental policy often aims to encourage people to act in certain ways – and overly complex, burdensome regulation may not be the best way to do this. Instead, there is potential to explore how alternatives to regulation can help us achieve the same, or better, environmental outcomes. 

The Environment Theme of the Red Tape Challenge has been open for comment on the Cabinet Office website since April 2011, with a ‘spotlight’ period in September 2011.  The Site Waste Management Plan (SWMP) Regulations 2008 were considered as part of this process, which included discussions with the construction industry and other Government Departments to consider the effectiveness of the Regulations.
Site Waste Management Plans encourage the effective management of materials and ensure waste is considered at all stages of a construction project - from design through to completion. The DTI introduced a voluntary code of practice in July 2004 requiring the use of these plans, and then legislation to make Site Waste Management Plans mandatory was introduced in 2008. These Regulations were introduced for the purposes of formalising the approach for using such plans to reduce the waste produced by construction projects. The purpose was to reduce fly-tipping of construction waste and to improve resource efficiency within the sector. The Regulations only apply to projects with a value over £300k in order to not have an undue impact on smaller companies. 

The SWMP Regulations were put in place primarily to combat fly tipping of construction waste; however, as the expected cost savings to fund this did not materialise, enforcement has been inconsistent. Since implementation of SWMP Regulations the proportion of fly-tipping of construction waste has been largely unchanged at around 6%. Defra recognises the value of SWMPs as a tool for businesses to effectively manage resources and reduce costs and as such should be promoted as a tool for businesses to reduce and save money rather than seen as a mandatory burden. Templates and guidance would still be available but businesses would free to make a business decision based on the potential cost savings.
Under the Red Tape Challenge process Defra intends to repeal the Site Waste Management Plans regulations, subject to consultation.  The consultation seeks to understand the consequences of repeal, and gain industry's opinion on any potential consequences that we have not foreseen. 

2. Rationale for intervention and policy objective 

The intended policy objective is de-regulation.  The intended effect of this deregulation is to free up businesses from some of the more onerous parts of the regulations, when they are unnecessary, and to use Site Waste Management plans as a flexible resource efficiency tool, rather than an inflexible piece of legislation. The landfill tax escalator appears to be a far more effective instrument for reducing waste to landfill across all waste streams. It is likely that SWMPs will be retained for larger construction projects as the construction sector value them as a tool rather than a regulatory burden.

The rationale for intervention is to allow greater flexibility in the construction industry; businesses that bear a disproportionate administrative burden can reduce their costs by no longer complying with the regulations, while those businesses that find SWMPs cost-beneficial can continue to use them, in whole or in part.

3. Description of options considered 

Option 1 - Do nothing - Keep the Regulations in place

Option 2 - Repeal the Regulations, but keep SWMPs as a resource efficiency tool for businesses (preferred option)

Option 2 is the preferred option as indicated in the Red Tape Challenge announcement. Initial consultation as part of the Red Tape Challenge indicated that stakeholders supported the view the Regulations could be repealed and Defra proposed this course of action as a result.  This would reduce the regulatory burden and administrative cost to business as they will be able to use SWMPs as a flexible tool that they can adapt to meet the needs of the project. SWMPs are very rarely enforced, and there is little supporting evidence that they have had the expected impact; flytipping of construction waste has remained proportional to total flytipping at around 6% [table 3] and, while waste to landfill has reduced, this is likely to be due in part to the landfill tax escalator as this affects landfill across waste streams and not just construction. The evidence base of this impact assessments looks at the probable affects of implementing this option in comparison with maintain the status quo by leaving the Regulations in place
Main Affected Groups

The key groups that will be affected by this measure are those that are responsible for writing and implementing SWMPs, i.e. clients and principal contractors; and those with a power to regulate the plans, i.e. the Environment Agency and local authorities, carrying out basic checks, inspections and enforcement activity. 
Enforcement is inconsistent for two reasons.  

1)  this power is unfunded, and was supposed to be funded by the decrease in clearing-up costs of fly-tipping (which did not occur). Some members of the industry said it was aimed at the wrong people (i.e. those below the 300k barrier).  Common consensus is that these are the people that need support on resource efficiency, without which may result in fly tipping.

2) Local Authorities and Environment Agency have a power but not a duty to enforce; 
There may be a small monetary benefit to local authorities and the Environment Agency in that they will no longer need to incur enforcement costs. However, as enforcement is uncommon and inconsistent with no cases taken as far as prosecution, it is extremely difficult to quantify, and if an assumption was made to provide an estimate then it is likely that this would be both negligible and subject to a wide variance.

Parties indirectly affected by the measure will include: the building supply industry, faced with a potential slight increase in demand if resource use is less efficient, but it is likely that businesses will continue to use SWMPs if it reduces costs.  For citizens in general, no specific group is expected to be more affected than any other.  There may be a small environmental impact if the repeal of the regulation leads to a reversion in previous good practice. The proposed deregulation will not lead to less court cases as none have been brought yet under these powers.
4. Costs and Benefits

The costs and benefits of the SWMP regulations can be broadly divided into two categories. Firstly, the regulation requires the completion of a documented site waste management plan; this involves an administrative process of drafting and recording but does not in itself necessitate a change in waste-related processes or behaviours. This administrative exercise entails a direct cost. Secondly, a potential consequence of completing this administrative exercise is that the attention of businesses is more closely drawn to the levels of waste arisings and the method of management; this may instigate a change in waste-related processes or behaviours. The costs and benefits of any such change are a secondary impact of the regulation. The additional costs associated with the implementation of SWMPs are the benefits of repeal, and vice versa, adjusted for any expected changes since implementation.
There is a significant lack of quantitative evidence regarding the impact that the SWMP Regulations have had on resource efficiency and waste management practices. A number of surveys have suggested that some financial savings for using SWMPs have been realised in many cases [Reference: 3,8,14], but there is also a widespread acknowledgement that the full potential impact has not been realised due to a lack of clarity, inconsistent enforcement and some design flaws of the regulations [Reference: 2,5,8,17].
Arisings data shows that construction waste has roughly moved in line with construction sector output over recent years [Reference: 1]. This suggests that substantial efficiencies (such as those expected from SWMPs) have not been realised. The data is not considered sufficiently accurate to eliminate the possibility that some smaller level of efficiencies was achieved.

The process of preparing and implementing a SWMP was intended to have embedded waste minimisation principles into the project design process and identify opportunities for reusing or recycling waste before it is produced on site.  However since the design element is only mentioned in the guidance to SWMP regulations, and not the regulations themselves, contractors are left with the responsibility for the SWMP and the greatest waste opportunities are missed. For this reason, it is believed that the impact of SWMPs on generation of waste has been less than anticipated.

SWMPs were intended to simplify the administrative burden placed on those responsible for construction projects as they were expected to provide a framework for bringing together a range of documentation required by existing legislation including the waste duty of care.  However the process of writing and implementing a SWMP formalised a number of project management tasks that should already be carried out, and can add an unnecessary burden for certain businesses and projects.
Furthermore, an evaluation study of the implementation of SWMPs has highlighted a number of problems with awareness, interpretation and implementation that suggest the impact of the regulations has been lower than expected. [Reference: 2]

However, a number of impact surveys [References: 7,8 ] have found that a majority of respondents perceived some benefits from implementing SWMPs in terms of cost-savings and other qualitative factors. It is unclear how much can be attributed to SWMPs.

For these reasons, and following discussions with industry experts, it is believed that the historical impact of SWMPs in terms of process and behaviour change, although positive, has been less than expected.
The direct impacts of this regulation are those associated with the required admin burden. In this assessment, these direct impacts are monetised while indirect impacts associated with changes in behaviour and business practices are not monetised. Indirect impacts are considered to be subject to far greater uncertainty; it is assumed that, in general, businesses will tend to seek opportunities to make financial savings, regardless of the presence or absence of regulation.
Therefore, the cost of maintaining SWMP Regulations is the direct administrative burden of completing the plans. It is acknowledged that some businesses may choose to undertake SWMPs whether or not regulations are in place (in which, case their admin costs are not caused by the Regulations); however, it is assumed that in such cases the business derives a net benefit from undertaking a SWMP. As such, the estimate of costs under Option1 below is an upper bound on the full direct cost of the regulations.
Conversely, the benefit of repealing SWMP Regulations is the avoided administrative burden of completing the plans. Again, it is acknowledged that some businesses may continue to use SWMPs in the absence of regulation; however, this is no longer a regulatory requirement and, therefore, it is assumed that the business derives a net benefit from this action. As such, the estimate of benefits under Option 2 below is an upper bound on the full direct benefit of repealing the regulations.
Option 1: Do Nothing (maintain regulations)
Benefits: Option 1
The benefits of maintaining SWMP regulations would be any secondary benefits that result from positive behaviour change which is stimulated by the completion of a mandatory SWMP. Such behaviour change may include greater efforts to prevent the generation of waste or increased use of recycling services over disposal services. Actions such as these would lead to two key types of benefit: (1) businesses achieve financial savings from lower material requirements and more efficient management of waste; and (2) environmental benefits from increased prevention and recycling are attained.
The 2008 IA for SWMP Regulations identified the following potential financial benefits arising from the introduction of waste minimisation initiatives alongside SWMPs:

1.
Reduction in waste disposal costs through waste reduction, segregation for reuse or recycling, and savings from reduced transport costs.
2.
Resource efficiency gains (i.e. waste reduction) which reduce costs associated with the procurement, storage and transport of un-used materials.  Further cost savings would be possible through better design specifications, improved material storage, off-site prefabrication and just-in-time delivery.  

3.
Increased salvage values from building materials that either save the purchase cost of new materials or create sales revenues.
We believe that much of the industry will continue to use SWMP’s in the event of repeal and, consequently, will continue to realise financial savings. The UK Contractors Group and CECA have already indicated that they will continue to use SWMPs even if they’re removed as a regulation.  These account for a third of construction output (UKCG - £33billion; CECA - £15 billion).  Since the strength of SWMPs is the cost savings that they provide to business, Defra sees them more as a tool for business, as opposed to a regulatory instrument. Schemes such as BREEAM and Code for Sustainable Homes will also still require the use of a SWMP.
With a potential repeal there will still be the duty of care which requires waste producers to:

· Prevent the waste being deposited illegally

· Prevent the waste escaping

· Ensure that waste is only passed to those authorised to receive it (Professional carriers of waste must be registered with the Environment Agency.

·  Ensure that on transfer of the waste a written description is completed to ensure the transferee is able to deal with the waste appropriately.  (The information which has to be included on a waste transfer note, and the retention requirements, are set out in Regulation 35 of the Waste (England and Wales) Regulations 2011 http://www.legislation.gov.uk/uksi/2011/988/regulation/35/made.  

·  Regulation 35(6) states that both the transferor and transferee of the waste must keep a copy of the waste transfer note for at least two years and produce it for inspection by an officer of the Environment Agency or waste collection authority if required.  

The financial benefits of maintaining SWMP regulations through greater resource efficiency and improved waste management practices have not been monetised. There is considerable uncertainty surrounding the extent to which SWMPs actually drive changes in behaviour and business process. Furthermore, there is a presumption that the existing financial incentives (e.g. material prices, landfill tax) will tend to drive these changes even in the absence of mandatory SWMPs.

If it is the case that SWMPs do stimulate additional financial savings from (non-mandatory) resource efficiencies and improved waste management then this component of benefits will be positive. Any such behaviour change implies not only financial savings but also benefits to the environment through reduced waste arisings and increased recycling and recovery. 
Costs: Option 1
The costs to businesses of maintaining SWMPs as a regulatory instrument are comprised of two key components:
(1) the direct administrative cost of drafting, monitoring and recording details in a plan

(2) the costs of implementing any subsequent actions that involve a change in waste-related processes and behaviours.

The 2008 IA for SWMP Regulations estimated that the direct admin costs (1) were around £5.1m per year. These costs were estimated based on the Standard Cost Model and assumptions regarding the time required to complete various aspects of the SWMP.
As with the benefits described above, the indirect impacts of greater resource efficiency and improved waste management are not monetised. However, the direct administrative costs of implementing SWMPs are monetised, based on estimated costs from the 2008 IA for SWMP Regulations.

Direct administrative costs were estimated at £5.1m per year based on an average cost of around £1,136 per project (in 2006 prices), and assuming that between 40-60% of that is incorporated in business-as-usual and that some 10-20% of projects would carry out a SWMP regardless of regulation. This is equivalent to £338 per project in administrative costs additionally caused by SWMPs in 2013 prices (adjusted using HMT GDP deflators). In the absence of clear evidence to the contrary, it is thought that these estimates of administrative burdens are roughly appropriate. An impact assessment conducted by Eunomia Consulting on behalf of the Welsh Government estimated higher administrative costs for SWMPs in Wales at £624-1,425 per project. It is assumed that the total cost varies in line with growth in the construction sector. To effect this assumption the cost from 2008 is indexed to projected GVA growth in the construction industry provided by Oxford Economics.
It is assumed that admin costs fall over time as businesses become more accustomed to the process and can complete SWMPs more quickly and efficiently. This was highlighted as a likely scenario in the 2008 IA for SWMP Regulations. An impact assessment conducted by Eunomia Consulting on behalf of the Welsh Government estimates that admin costs may fall by as much as 50% after a number of years. In this assessment it is assumed that, in the central scenario, admin costs fall to 70% of the original value by 2014 and to 60% by 2018. A reasonable range is applied to this assumption in the high and low scenarios to reflect uncertainty.

It is acknowledged that many businesses would implement SWMPs even in the absence of regulation. From this perspective one might not consider the estimated cost to be fully additional to the policy option. However, the lack of quantitative evidence regarding the true extent of additionality precludes an accurate assessment. Therefore, this cost should be considered as an upper bound estimate of the full additional direct cost of the regulations. In cases where a business would have implemented a SWMP in the absence of regulation, it is assumed that this decision is based on a judgement that the costs of doing so are outweighed by the financial benefits.
Table 1 shows the profile of direct administration costs associated with maintaining the regulation. The net present value (NPV) is calculated over a 5 year period from the expected time of repeal (2014-2018) but with the current year (2013) as the base year.
Table 1: Estimated Business Administration Costs of Option 1
[image: image2.emf]1: Business Administration Costs

2014 2015 2016 2017 2018

Maximum potential annual impact 6,100,433 £             6,277,134 £             6,448,883 £             6,621,508 £             6,791,373 £            

Admin cost efficiency factor 70% 65% 60% 60% 60%

Total business administration costs 4,270,303 £             4,080,137 £             3,869,330 £             3,972,905 £             4,074,824 £            

5 Year Total

20,267,499 £    

Annual Average

4,053,500 £      

NPV

18,317,712 -£    


This assessment suggests a total cost of £20.3m over 5 years (an annual average of £4.1m). In Net Present Value terms this is -£18.3m.
Option 2: Repeal the Regulations, but keep SWMPs as a resource efficiency tool for businesses (preferred option)
The costs and benefits of repealing SWMP regulations are assessed relative to the costs and benefits of the “Do Nothing” scenario, Option 1. Since the above assessment of Option 1 has considered the additional benefits of continuing SWMPs as a counterfactual scenario, the costs and benefits of repealing SWMPs are simply the converse of those described above.
Benefits: Option 2
The benefit of repealing the Regulations is providing business with the flexibility to use SWMPs as a tool, but not as a mandatory requirement. More explicitly, the benefits of repealing SWMPs are the avoided administration and implementation costs associated with maintaining SWMPs. Therefore, there is an estimated benefit of £20.3m over 5 years (an annual average of £4.1m). In Net Present Value terms this is £18.3m.
Repealing the regulations would remove this burden and cost to businesses. Some businesses, particularly larger ones, will continue using SWMPs as a resource efficiency tool as they expect utilising SWMPs would provide cost savings. However, smaller businesses would be able to consider the value of implementing a SWMP according to the individual job. Projects less than £300,000 in value were exempt from the SWMP Regulations, but repealing the regulations will also reduce the administrative burden for medium sized businesses and small firms which are growing, thereby reducing the regulatory barriers to business growth. Therefore, as above, this estimate represents the full potential savings from making SWMPs non-mandatory. It is expected that many businesses will continue to implement SWMPs and, therefore, will continue to incur the associated administrative costs (to a certain degree, some of this is taken into account in the original estimate from the 2008 IA on SWMP Regulations); however, in such cases, although the admin cost saving is not actually realised, it is assumed that businesses make this decision due to an overall net benefit of implementing a SWMP.
Costs: Option 2
The costs of repealing SWMPs would be any sacrificed financial and environmental benefits associated with indirect changes in resource use or waste management. The purpose of deregulation is not to outlaw SWMPs or to discourage their use; it is merely to allow businesses to balance the costs and benefits of using a SWMP. Businesses can use the guidance and previous experience of implementing SWMPs and weigh up the benefits of using SWMPs compared with the costs of their implementation and administration in order to make a decision that is most effective in reducing costs. 
Table 2 summarises the profile of expected benefits under Option 2 relative to Option 1 (Do Nothing). The net present value (NPV) is calculated over a 5 year period from the expected time of repeal (2014-2018) but with the current year (2013) as the base year.
Table 2: Estimated Business Administration Savings of Option 2
[image: image3.emf]2: Business Administration Savings

2014 2015 2016 2017 2018

Maximum potential annual impact 6,100,433 £             6,277,134 £             6,448,883 £             6,621,508 £             6,791,373 £            

Admin cost efficiency factor 70% 65% 60% 60% 60%

Total business administration savings 4,270,303 £             4,080,137 £             3,869,330 £             3,972,905 £             4,074,824 £            

5 Year Total 20,267,499 £          

Annual Average 4,053,500 £            

NPV 18,317,712 £          


The high and low scenarios are detailed in Tables 6 and 7 in Appendix 2.

Competition Assessment

The construction sector is composed of a large number of firms, none of which possesses more than a 2% overall share of the market.  So there are no dominant firms on which the repeal of SWMPs might significantly alter competition within the industry. Repealing SWMPs is likely to have a more significant impact on companies, particularly smaller companies, that find the administrative costs of SWMPs onerous relative to the benefits achieved.  However, this is neither likely to result in firms leaving the market nor will it discourage new firms from entering the market. Placing a requirement to implement a SWMP might have encouraged innovation within the industry, such as developing new methods for recovering aggregates, but has not yet significantly affected methods of construction.  

Although this measure primarily affects the construction industry, it may in turn impact on the materials suppliers and property sales markets. However, since the expected impact is relatively small this is unlikely to be significant.

So the repeal of SWMPs, whilst potentially slowing innovation in some areas and increasing costs of waste and waste management on sites, is unlikely to have any significant effect on competition within the construction market.
Although the SWMP Regulations currently only apply in England, similar proposals are being considered in both Scotland and Wales.  Scottish Planning Policy SPP10 supports the use of SWMPs on a voluntary basis and currently states that: ‘Planning authorities should consider requiring the preparation of SWMPs as a condition of planning permission in order to manage waste on site. 

The Welsh Government is currently consulting on the introduction of SWMP Regulations in Wales. In Northern Ireland, sustainable construction guidance for public sector contracts issued by the Central Procurement Directorate in February 2006 requires SWMPs for all projects over £200k.  The Northern Ireland Waste Management Strategy 2006-2020 published by the Department for the Environment notes that this guidance is equally applicable to private sector developments and announces the Department’s intention to consult on proposals for a statutory requirement to prepare SWMPs. It is not expected that these proposals will put construction projects in England at a disadvantage. Any English project that finds SWMPs a competitive advantage may continue to use them in the absence of regulation.
Costs and Benefits for Regulators

Costs and benefits to Local Authorities

The 2008 IA for SWMP Regulations estimated a small expected cost to local authorities (LAs), which may need to regulate and enforce SWMPs. It was expected that this may be offset by a decrease in construction flytipping incidents.  However the regulations ensured that there was a power, not a duty to enforce SWMPs.  Since the cost savings were supposed to be after the first year, many councils couldn’t find the funding for the first year’s enforcement.  To date no court proceedings have been brought as a result of the SWMPs, and only a small number of fixed-penalty notices have been issued.  As mentioned earlier in the document, fly-tipping has stayed roughly similar in terms of a proportion of fly-tipping, so the savings councils are making in fly-tipping costs we can assume are not due to the regulations and cannot be seen as a legitimate source of funding for enforcement. Therefore, it is assumed that the impact of repealing SWMPs on LAs would not be significant and, accordingly, it has not been monetised.
Costs and benefits to the Environment Agency

It was anticipated that the majority of the day-to-day regulatory workload would be a matter for the local authorities, so the cost of regulation for the Environment Agency should have been less significant.  The Agency is called into play where more significant waste offences are suspected, although it is for the Agency to determine their level of involvement in taking prosecutions.  
Regulation of SWMPs has not been a priority for the Environment Agency.  Both the Environment Agency and local authorities were designated as regulatory/enforcing bodies for the regulations.  Additional funding was not provided for this new duty and the Environment Agency presence on construction and demolition in general sites is minimal.  The Agency has taken no enforcement action for offences in relation to the site waste management regulations.  Where the Agency has requested sight of SWMP’s this has normally been as a result of responding to other issues at the site, such as a complaint about smoke or dust, or a pollution incident.  In these cases enforcement action would be targeted at the more serious offence, such as Duty of Care.  Guidance to Environment Agency staff states that most SWMP offences should receive no more than a warning.  Data on the number of times a SWMP has been requested or questioned is not available.

Environmental impacts

In terms of wider environmental benefits, the main expected impact was a reduction in the illegal disposal of construction waste, increasing the quality of the local environment and generating associated improvements in public perception, health, civic pride and inward investment.  Wildlife habitats that would otherwise be adversely affected by illegal waste disposal would also have benefited.  The repeal of the regulations should not significantly affect the status quo as it has not had a demonstrable affect on fly tipping on construction waste as a proportion of all waste streams, which has remained fairly constant (see Table 3). This suggests that some unidentified factor has affected the level of overall flytipping; this factor cannot be the implementation of SWMPs since the regulations do not apply to all types of waste. Therefore, it is assumed that specific regulations focused on construction, such as the SWMP Regulations, have not had a significant effect on illegal fly tipping.
Table 3: Local Authority Flytipping incidents in England
[image: image4.emf]Country Year Total Incidents

Constr / Demol / 

Excav Incidents as a percentage

England 2007 1,630,776 93,053 5.71

England 2008 1,185,077 63,000 5.32

England 2009 992,445 55,428 5.58

England 2010 849,001 51,291 6.04

England 2011 771,243 46,109 5.97

England 2012 653,521 37,952 5.8


In addition, further work is now being carried to tackle waste crime such as fly-tipping. Defra is working with the court authorities to ensure fines and sentences for waste crime act as a real deterrent to offending and strengthening the powers for local authorities and the Environment Agency to stop, search and seize the vehicles of suspected waste criminals.  In tandem with this we are aiming to make it easier for businesses to dispose of their waste legally, for instance through responsibility deals that will increase access to local facilities and help smaller businesses understand their waste management responsibilities such as compliance with the waste duty of care.  
Work is also underway to encourage behaviour change through the Defra-chaired National Fly-tipping Prevention Group which has produced guidance on fly-tipping prevention for landowners and local authorities, and helped to develop a draft Fly-tipping Partnership Framework. The Framework recognises that the nature and scale of fly-tipping varies from place to place and is best tackled by a range of interested groups working together on a local level.  It outlines best practice for the prevention, reporting, investigation of fly-tipping and clearance of fly-tipped waste.  In addition Defra is providing funding for two partnerships to pilot some of the best practice options set out in the Framework. 

Social impacts

A key social aspect that SWMPs was intended to address was health and safety in the construction industry. While there was some potential for improvement as indicated in the original Impact Assessment for the SWMP Regulations, there is no evidence to suggest that SWMPs have had any effect on health and safety on construction sites. 

Repealing SWMPs could potentially affect the value of new buildings as the desirability of sustainable construction methodology could command a premium price tag.  The cost of construction may increase through less efficient use of resources; however, there is no empirical evidence to support this supposition and, compared to the influence of other factors on property prices, this impact is likely to be negligible. More generally, SWMPs should not affect the quality or the availability of goods and services.

Other Impacts

Health impact assessment

This deregulatory proposal shouldn’t have a substantial impact on health and well-being.  As described in section 3.3 above, SWMPs contribute to the better planning and storage of materials and waste on-site, thereby encouraging safer, tidier sites and reinforcing health and safety practices.  They will increase awareness amongst workers of their obligations and responsibilities for handling waste correctly, helping to reduce the risk of accidents occurring.  

Race equality assessment

There are no race equality impacts associated with this measure.

Gender equality assessment

No gender equality impacts have been identified.

Disability equality assessment

No disability equality impacts have been identified.

Rural proofing
Since the regulations seem to have had little direct impact on fly-tipping it seems reasonable to assume that it will have little impact on rural areas.
5. Risks and assumptions
Key Risks
· There is a commitment under the Revised Waste Framework Directive to recover at least 70% of all construction and demolition waste by 2020.  The proposed repeal of SWMPs might lead to a more drastic behaviour change than envisaged and endanger chances of meeting this target.  This in turn could lead to an infraction from the European Commission.  Although currently we are meeting the target, there are legacy issues from post-war buildings that are coming into the waste stream (materials such asbestos/blown foams) that will not be so readily recovered, and could threaten the target, however the risk should be seen as low/moderate.
· There is a risk that positive behaviour change isn’t as embedded in business as usual as is believed and bad practice may become standard within the industry, which would see a greater cost to both individuals and businesses, with business overheads increasing due to increased material costs and landfill tax. This would eat into profit margins as well as potentially increasing house prices for consumers.
· There is a risk that the repeal of the regulations may send out a message that the government is not committed to resource efficiency and could lead to a loss of momentum.

· The assumptions used above are primarily based on qualitative and anecdotal evidence and are, therefore, best estimates in the absence of quantitative empirical evidence. For this reason, they should be treated with caution; relatively wide ranges have been employed in these assumptions to reflect this inherent uncertainty.
Key Assumptions

· It is assumed that the administrative cost impact previously estimated for the implementation of SWMP regulations in 2008 is a suitable estimate for the initial effect of SWMPs on businesses.
· It is assumed that this impact varies by year in line with growth in the gross value added (GVA) of the construction industry. The relationship between GVA and administrative practices may not be so direct; however, it is thought that this is the closest available proxy.
· It has been assumed that the cost of administrative procedures associated with SWMPs reduce over time as businesses become more efficient at conducting them.

6. Direct costs and benefits to business
In line with RPC guidance the equivalent annual net cost to business (EANCB) is calculated based on the direct costs and benefits to business only. Administrative costs are taken as direct first-order impacts; implementation costs and associated financial benefits are taken as second-order impacts. Therefore, the average annual direct net cost to business is -£4.1m (i.e. a benefit). 
The Equivalent Annual Net Cost to Business (EANCB) calculated according to RPC guidance (see Table 4) produces a figure of: 
-£3.9m. 
(so an average benefit of £3.9m per year)
Table 4: Calculating the EANCB of Option 2

[image: image5.emf]EANCB: Option 2

Administration costs to businesses - £                         4,270,303 -£             4,080,137 -£             3,869,330 -£             3,972,905 -£             4,074,824 -£           

Year 2013 2014 2015 2016 2017 2018

Discount factor 1 0.966183575 0.9335107 0.901942706 0.871442228 0.841973167

Discounted value - £                         4,125,897 -£             3,808,851 -£             3,489,914 -£             3,462,157 -£             3,430,892 -£           

NPV 18,317,712 -£         

Annuity rate 4.673079209

EANCB 3,919,837.58 -£      


7. Wider impacts
Wider impacts may include a negative impact on consultants that specialise in the practice of Site Waste Management Plans. Since there is no regulatory requirement construction companies will be less likely to pay for training. However, SWMP consultancy is unlikely to constitute the full range of services provided by any business, so this impact may not be significant. Parts of the industry may become more efficient as they no longer have to comply with the more onerous parts of the regulations and may use them only where there is a clear business need.
8. Summary
The rationale for intervention is to allow greater flexibility in the construction industry; businesses that bear a disproportionate administrative burden can reduce their costs by no longer complying with the regulations, while those businesses that find SWMPs cost-beneficial can continue to use them. The intended effect of this deregulation is to free up businesses from some of the more onerous parts of the regulations when they are unnecessary, and to use Site Waste Management Plans as a flexible resource efficiency tool, rather than an inflexible piece of legislation. 
The key benefits will fall to medium sized businesses and projects which may choose not carry a full SWMP or would tailor the process to the size of the business and project. These will financial benefit from reduced administrative costs and burden, as detailed in table 5 below. As the threshold is for projects of over £300k smaller business have not been covered  by SWMP legislation so repealing them would not have an effect. It is likely that SWMPs will be retained for larger construction projects as the construction sector see their value, but as a tool rather than a regulatory burden. The estimated average net benefit to business would be a saving of £3.9m annually.
Potential costs would be an environmental cost on the assumption that some behaviour will revert. There may also could be a financial cost to business if do not use SWMPs when they would have a financial benefit, however it is likely that business will have seen the value in SWMP for saving money, and businesses would naturally use any tool to reduce costs, and SWMPs are still available for that.
The landfill tax escalator appears to be a far more effective instrument for reducing waste to landfill across all waste streams, and as the proportion of construction materials flytipped as a percentage of all waste is largely unchanged any effect of a repeal would likely to be small.
Table 5: Summary of impacts

[image: image6.emf]Option 2: Repeal SWMPs

Total Administrative Savings 20,267,499 £          

Total Administrative Savings (NPV) 18,317,712 £          

EANCB 3,919,838 -£            


Due to a significant degree of uncertainty in the assumptions made in the analysis, there is a range of possible impacts. This is a result of the lack of empirical data regarding the true additional impact of SWMPs over the years since their implementation. For the same reason, some potential secondary impacts remain non-monetised.
The analysis supports that there is a considerable direct benefit in terms of a reduced admin burden resulting from repealing the Regulations. It will introduce a flexible system whereby business can follow best practice, but use SWMPs as a tool rather, than as regulatory burden. The second-order impacts associated with changes in waste-related behaviour have also been estimated but are less certain as they occur as a behavioural response to the change in regulation. This supports that the preferred option following this additional analysis is option 2. If the consultation supports this view then the Impact assessment will be reviewed with an aim to repeal the SWMP Regulations to be enacted by Statutory Instrument by the end of the calendar year.
Annexes

Annex 1 should be used to set out the Post Implementation Review Plan as detailed below. Further annexes may be added where the Specific Impact Tests yield information relevant to an overall understanding of policy options.
Annex 1: Post Implementation Review (PIR) Plan

A PIR should be undertaken, usually three to five years after implementation of the policy, but exceptionally a longer period may be more appropriate. If the policy is subject to a sunset clause, the review should be carried out sufficiently early that any renewal or amendment to legislation can be enacted before the expiry date. A PIR should examine the extent to which the implemented regulations have achieved their objectives, assess their costs and benefits and identify whether they are having any unintended consequences. Please set out the PIR Plan as detailed below. If there is no plan to do a PIR please provide reasons below.
	Basis of the review: [The basis of the review could be statutory (forming part of the legislation),  i.e. a sunset clause or a duty to review , or there could be a political commitment to review (PIR)];
No PIR is planned.

	Review objective: [Is it intended as a proportionate check that regulation is operating as expected to tackle the problem of concern?; or as a wider exploration of the policy approach taken?; or as a link from policy objective to outcome?]
     

	Review approach and rationale: [e.g. describe here the review approach (in-depth evaluation, scope review of monitoring data, scan of stakeholder views, etc.) and the rationale that made choosing such an approach]
     

	Baseline: [The current (baseline) position against which the change introduced by the legislation can be measured]
     

	Success criteria: [Criteria showing achievement of the policy objectives as set out in the final impact assessment; criteria for modifying or replacing the policy if it does not achieve its objectives]
     

	Monitoring information arrangements: [Provide further details of the planned/existing arrangements in place that will allow a systematic collection systematic collection of monitoring information for future policy review]
     

	Reasons for not planning a review: [If there is no plan to do a PIR please provide reasons here]
A PIR is not planned as this is a deregulatory measure, repealing existing leglislation rather than an introduction of a new policy. Waste arisings, processed and to landfill will still be measured along with number of fly tipping incidents by waste stream.


Annex 2

Table 6:

[image: image7.emf]Low: Business Administration Savings

2014 2015 2016 2017 2018

Maximum potential annual impact 6,100,433 £            6,277,134 £            6,448,883 £            6,621,508 £            6,791,373 £           

Admin cost efficiency factor 64% 58% 52% 52% 52%

Total business administration savings 3,904,277 £            3,640,737 £            3,353,419 £            3,443,184 £            3,531,514 £           

5 Year Total

17,873,132 £   

Annual Average

3,574,626 £     

NPV

16,169,484 £   


Table 7:

[image: image8.emf]High: Business Administration Savings

2014 2015 2016 2017 2018

Maximum potential annual impact 6,100,433 £            6,277,134 £            6,448,883 £            6,621,508 £            6,791,373 £           

Admin cost efficiency factor 70% 70% 70% 70% 70%

Total business administration savings 4,270,303 £            4,393,993 £            4,514,218 £            4,635,056 £            4,753,961 £           

5 Year Total

22,567,532 £   

Annual Average

4,513,506 £     

NPV

20,341,194 £   


� Public bodies including Whitehall departments are required to consider the impact of their policies and measures on race, disability and gender. It is intended to extend this consideration requirement under the Equality Act 2010 to cover age, sexual orientation, religion or belief and gender reassignment from April 2011 (to Great Britain only). The Toolkit provides advice on statutory equality duties for public authorities with a remit in Northern Ireland.
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Annual costs & benefits

		Annual profile costs and benefits - (£m) constant prices

				Y0		Y1		Y2		Y3		Y4		Y5		Y6		Y7		Y8		Y9

		Transition costs		12345

		Annual recurring cost				12345		12345

		Total annual costs

		Transition benefits

		Annual recurring benefits														12345		12345		12345		12345

		Total annual benefits								12345		12345





Emission changes

		

				Version of GHG guidance used:				e.g. March 2010

				Sector				Emission Changes* (MtCO2e) - By Budget Period						Emission Changes (MtCO2e) - Annual Projections

								CB I; 2008-2012		CB II; 2013-2017		CB III; 2018-2022		2008		2009		2010		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021		2022		2023		2024		2025		2026		2027		2028		2029		2030		2031		2032		2033		2034		2035		2036		2037		2038		2039		2040		2041		2042		2043		2044		2045		2046		2047		2048		2049		2050

				Power sector		Traded		0		0		0

						Non-traded		0		0		0

				Transport		Traded		0		0		0

						Non-traded		0		0		0

				Workplaces & Industry		Traded		0		0		0

						Non-traded		0		0		0

				Homes		Traded		0		0		0

						Non-traded		0		0		0

				Waste		Traded		0		0		0

						Non-traded		0		0		0

				Agriculture		Traded		0		0		0

						Non-traded		0		0		0

				Public		Traded		0		0		0

						Non-traded		0		0		0

				Total		Traded		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0

						Non-traded		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0		0

				Cost effectiveness		% of lifetime emissions below traded cost comparator

						% of lifetime emissions below non-traded cost comparator

				* Important note: Please enter net emission savings as positive numbers and net emission increases as negative numbers.






