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NATIONAL ASSEMBLY

FOR WRITTEN REPLY

QUESTION NO 1426

DATE OF PUBLICATION IN INTERNAL QUESTION PAPER: 17 APRIL 2015
{INTERNAL QUESTION PAPER NO. 10)

1426. Mrs D Robinson (DA) to ask the Minister of Water and Sanitation:

Does her department have a Regulatory Burden Reduction strategy in place; if not, why

not; if so, what are the relevant details of the strategy?
NW1639E
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REPLY:

Yes. Cabinet has recently approved the Socio Economic Impact Assessment System
(SEIAS) which is effective from 1 June 2015. The SEIAS requires that government
departments must, before developing any policy, regulations and legislation, ensure that
they take steps to minimize the unintended consequences of such policy, regulations and
legislation, including unnecessary costs of implementation and compliance. The SEIAS
further requires government departments to anticipate implementation risks and develop
measures to mitigate such risks.
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PA TO THE DG PA TO THE MINISTER PA TO THE DEPUTY MINISTER

DOCUMENT MANAGEMENT: CORRESPONDENCE FROM THE OFFICE OF THE DG

Your immediate attention to the enclosed document will be eppreciated. Please contact central paint if you have any queries.

.............

Reply on behalf of the Minister/Deputy Minister/DG and copy of response to DG's office on or before: .............
Speech to be drafted and submitted fo Minister/Deputy Minieter/DG with submisaion on or before: .............
Briefing notes In preparation for Minister/Deputy Minister/DG’s meeting on or befare: .............

Nominate suitable official to attend meeting/workshep/conference on behalf of the Minister /Deputy Minister/D3, inform
the organisers accordingly and copy DG's office on or before: .............

Minigter Deputy Minister /DG requests meeting — licise with his/er office/PA to arange date
Circulate to Chief Directors/Directoralyour staff for information/comments

Pleass attand to this matter on behalf of the Minister/Deputy Minister DG

For information only and then arrange for filing on corect Head Office file

Invitation / Request for a mesting

Central Point to Acknowledge racsipt
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DG to provide further directive
INSTRUCTIONS FROM DG: .....c.ecnnevnnnns

For DIRECTOR: EXECUTIVE SUPPORT ALL RESPONSES TO BE RETURNED TO:

IN THE OFFICE OF THE DIRECTOR-GENERAL CENTRAL POINT, ROOM 1049, SEDIBENG
BUILDING, FRANCIS BAARD STR, PRETORIA

DATE: ‘ ’—' l o% ]g‘o ‘8 Ploase raplicate the above Tracking no. on your response
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From: Mdakane Phumzile
Sent: 17 Juhe 2015 08:57 AM
To: Central Point
Sublect: FW: impiementation of the Socio-Economic impact Assessment System (SEIAS)
Attachments: SEIAS Final Impact Assessment Templaie may 2015.docx; SEIAS guidelines revisad from

fraining v1 May 2015.docx; SEIAS Initial Impact Assessment Tempiate may 2015.docx;
Process map for SEIAS v2 June 2015 2.pptx; Letter to DG DWS-Implementation of

SEIAS-15-06-2015.pdf
'RECEIVED |

L 1Tkmms

Dear Colleagues

Kindly receive email and attached documents for tracking.

Warm regards i
Phumzile

From: Pulane Kole [mailto:pulane@presidency-dpme.gov.za]

Sent: Monday, June 15, 2015 6:38 PM

To: DledericksM@dwa.gov.za

Ce: Mdakane Phumzile; Maboko Ivy; Puseletso.mthombeni@dmv.gov.za; Petro Malatji
Subject: Re: Implementation of the Socio-Economic Impact Assessment System (SEIAS)

Dear Director General

1. Please find the attached communique regarding the roll out of the implementation of SEIAS as appraved by
Cablnet in February 2015

2. Kindly note the transition period ending 31 August 2015

3. SEIAS Guidelines and Assessment Templates are attached to be used by your department when developing
policies, regulations and legisiations

4. All required information as per the attached letter should reach DPME on or before 26 June 2015

Kind Regards

Pulane Kole

Outcome 4: Soclo-Economic Impact Assassment System (SEIAS)

The Presidency | Department of Planning, Monltoring and Evaluation

Tel: +27 {0)12 312 0310 | Cell: (0)76 775 0875 | Fax: +27 (D)86 241 3525

Postal address: Private Bag X944, Pretoria, 0001

Room 270 Unlon Bulldings East Wing, Government Avenue, Pretorla, South Africa

E-mall: Pulane@presidency-dpme.gov.za] Web: http.//www.thepresidency.gov.za






REPUBLIC OF SOUTH AFRICA
DEPARTMENT OF PLANNING, MONITORING AND EVALUATION
Private Bag X044, Preiorta, 0001 |Union Buiidings East Wing, Pretoria [www.thepresidency-gpme.gov.za

Ms Margaret - Ann Diedricks
Director-General

Dspartment of Water and Sanitation
Private Bag X 313

PRETORIA

0001

Dear Colleague
RE: IMPLEMENTATION OF THE SOCIAL ECONOMIC IMPACT ASSESSMENT SYSTEM

In February 2015, Cabinet approved the Socio-Economic Impact Assessment System (SEIAS) to be
applied by all national depariments when crafting policies, regulations and leglslations #inked to the
national priorities. The key objectives are to ensure that prescripts are better formulated, unintended
consequences are minimised and implementation thereof 1s not delayed.

Since the approval of SEIAS by Cabinet; DPME consulted with various deparimenis to croate
awareness on SEIAS guidelines and tempiate and offered practical trainings on application of SEIAS.

In the light of the above progress, departments are requested to apply SEIAS when developing
policies, regulations and legislations that are linked to the national priorities with effect from the 1* of
July 2015, A transition period has been put in place from 01 June to 31 August 2015 and
depariments are required to follow the below stated procedure:

1.

SEIAS Templates as attached comprise of two parts viz. the initlal impact assessment which is
applied at the conceptual phase of the policy/ regulation/ blil and the final impact assessment at
draf? stage of the policy/ regulation/ bill;

SEIAS must be applied to all policles, regulations and legisiations that have impact on the
national priorities and SEIAS reports should accompany all bills that are submitted to Cabinst,
The Cabinet Office will issue a new memorandum format that is inclusive of the SEIAS:

Where the department has already drafted a bill, there will be no need to apply the SEIAS initlal
impact assessment; the department will have to subject the prescript to the final impact
assessmeni template;

When eppiying SEIAS initial impact assessment, departments are not required to pubiish the
report formally bit should make it available during consuitation process with stakeholders;

The SEIAS final Impact assessmant report should be made available on both departmental and
DPME websites when the legislation is gazetted:



Kale Portig

From: Mfomande Vusumuzi Laurence

Sent: 17 June 2015 10:02 AM

To: Central Point

Ce: Fundakubi Nthabiseng; Mbeki Nombulelo; Moatshe Frans; Shakwane Gracious; Maboko Ivy;
Skritshj Phatheka; Peens Eisab&

Subject: RE: DG CIRCULAR NO. 1 OF 2015 - DECLARATION OF CONSULTANTS /

PROFESSIONAL SERVICE PROVIDERS

Department,
Regards,

Mr Vusumuzi Mfomande
Directorate: Strategic Support in the Office of the CFO
Department of Water and Sanltation

Private Bag X 313

PRETORIA

coD1

Office 705 Zwamadaka Bullding

Tel: 012 336 8667

Maoblle: 0829404778

Emall:Mfomandev@dws.gov.za

From: Kale Portia On Behalf Of Central Point

Sent: 15 June 2015 02:57 PM

To: Mfomande Vusumuzj Laurence

Ce: Fundakubi Nthabisang; Skritshi Phatheka; Shakwane Graclous; Central Point; Maboko Ivy

Subject: FW: DG CIRCULAR NO. 1 OF 2015 - DECLARATION OF CONSULTANTS / PROFESSIONAL SERVICE PRCVIDERS
Dear Colleague

Attached is a circular from DG regarding declaration of Consultants/ Service Providers,

The due date for this information was 12 June 2018, and according to our records response from Finance: Main Account
is outstanding.

Kindly advise when this Information will be provided to Centra| Point, as the DG's due has passed,

Regards

Central Point

From: Peens Elsabé
Sent: 09 June 2015 10:03 AM 1



To: Mahlangu Squire; Singh Anil; Mathe Zandile; Mochothi Deborah; Mofokeng Mpho; Fundakubi Nthabiseng; Motioung
Matlakala; Lusenga Lindiwe; Van Der Walt Andre; Maphanga Moshito; Ntuli Duncan Thulanl; Keet Marius {GAU); Starkey
Ashiey (DBN); Lobakeng Chadwick(MMB); Ntill Tsellso (BFN); Kobe Lucy (PKE); Guma Fiklle (NSP); Abrahams Abe (KBY);
Khan Rashid (BvL); Ramunenyiwa Petunia

Ce: Central Point; Sodladia Nonzame; Naidoo Bronwyn Roxanne; Skhonde Portia; Napakade Tabita; Ramsing Mark;
Mfomande Vusumuzi Laurence; Mseme Katrina; Nkokou Gomolemo

Subject: DG CIRCULAR NO. 1 OF 2015 - DECLARATION OF CONSULTANTS / PROFESSIONAL SERVICE PROVIDERS

To all concerned:
Please find attached a circuiar from the Director-General, for your urgent further attention.
Rgds

Elsabé

Executive Support

Department of Water and Sanitation
Sedibenyg Building, PRETORIA

185 Francis Baard Street

Tel: #27 12 336 7685
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At this point, if you think the analysis points to g more usefu] or stimulating set of
options, revise the SEIAS. You may find that you would Jike to combine some of the
Options, or that the process of discussion around the options has Benerated ideas that
are better than your original ideas, Ideally, the three options considered should all be
Bood ideas ~ that Provides the best test for the final strategy adopted.

4, What additional research shouid You do to improve your understanding of the costs ang
benefits of the option adopted?

Name of the Officlaj:
Designation:

Unit:

Contact Details;
Emall address;

5.3 How long did It take the department to complete this tem late?

5|vny



explore the issues freely.

Priority Option 1 | Option 2 [ Option 3
Social cohesion

Security

Economic growth and
investment

Economic inclusion
{employment treation
and equity)

Environmental
sustainability

41
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| Gptlon | Main beneficlarios ___™ain costbearers ]

- Whose behavioyrs give rise to the problem, and why does that behaviour arise?

Remember that several groups, including some in government, may contribute to the

identified problem., Their behavioyr Mmay arise amongst others because the current rules
are inappropriate; because they gain economically from the behaviour; or because they

month; micro and small business; biack people, youth ang women; and rural
__gieveﬂc»g;ment}_

e o e R ——— . ]
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The Initia] ImpactAssessment for SEIAS

May 2015

1 The problem/Theory of change
1 Whatjs the social or economic Problem that yoy are trying to scive?

2. Identify the major soclal and Economic groups affected by the problem, and how they

3. Which of the five top priorities of the State — that is, socia) cohesion, security, economic
growth, economic inclusion (job creation and equality), and a sustainable environment —

1]Page



g)

necessary, put usually jt is less importent than having a brogd understanding of the issues
involved,

Thank you for Co-operating with this effort to improve policy making and
achieve a more coherent, Sustainable, Prosperous and secure society}

11



b)

d)

f)

The impact assessment should be managed by the drafters of the policy. As a rule, they
should carry out the initigl assessment, which shoutd be approved by their Director Generg,
Where the proposal affects other departments or government agencies, they should discuss
the assessment with these bodies.

Who does the final assessment depends on how compiex an analysis is regquired, which in
turn depends largely on the scope of the propasal being assessed, For major interventions, it
Is desirable to ensure an expert analysis, possibly including a modelling exercise. As a rule of
thumb, the drafters should seek outside expertise to help fill out sections of the form that
they cannot complete using thejr own knowledge.

Will Cabinet consider a proposal without the impact assessment?

From [DATE], only proposals that have an impact assessment attached will be considered by
Cobinet.

Stakeholders just lobby for thefr own interests — why should i listen?

Stakeholders generally know more about their conditions and the likely impact of a proposal
than government officials. If drafters simply ignore their inputs, they often come up with
erroneous estimates of the cost of new measures. The time spent in consultation should be
viewed as participatory research, If the stakeholders appear to have exaggerated views,
then more academic research should be used to check them,

It is useful to frame discussions with stakeholders by (a) requiring that their inputs provide
alternative ways to solve the problem identified, if they do not like the one that has been
drafted, and (b) requiring that they consider how their inputs would impact on broader
development and growth. This approach seeks to move the discourse from power and self
interest to reason and evidence, Experience demonstrates thar it generates much more
meaningful and thoughtful discussions,

All this research will just stop us from implementing anything,

SEIAS permits drafters to adjust the scope of the assessment process to the significance of
each proposal, In any case, a failure to take unintended consequences into account can
mean policies becorne unnecessarily contentious, impose large undesirable costs on society,
or are simply ignored,

My job is to provide a specific service. Why should | care about the priorities of other
departments that are listed in the assessment format?

government actions. The process also byilds in a quid pro quo, since other departments aiso
have to take into account your priorities, as long as they align with the national mandote.

Wil the impact assessment count even if | can’t quantify costs and benefits?

10




stakeholders, but is responsible for representing the long-term interests of the majority of the
population and the country as a whole. It Is therefore critical that the drafter consult where
possible with representatives of the majority of the electorate, for instance through union and
community leaders.

Third, any new rule inevitably imposes some burdens on those who benefited from the pre-
existing laws and structures. In South Africa, in particular, achieving 2 more equitable and
inclusive society requires systematic changes in the behaviour of formal enterprises and
relatively well-off communities, Relatively small sacrifices on their part can lead to a significant
improvement in the conditions of the majority. The challenge is to identify when the burdens of
change loom so large that they could lead to excessive costs to society, for instance through
disinvestment by business or a loss of skills to emigration.

The impact assessment should help manage these risks by pointing to ways to reduce the
burdens associated with change as well as identifying benefits to offset them. Many relatively
well-off households and businesspeople understand that a more equitable and inclusive
economy will benefit them In the longer run both by providing a more welcoming and
supportive society and by reducing the level of crime.

Fourth, impact assessment should support the alignment and integration of government
strategies by identifying the economic impacts of non-economic measures and the social
effects of economic measures. By extension, impact assessments for rules that target
improvements around infrastructure, social services, the environment and security should
include an estimate of the impact on economic growth, investment, employment creation and
equity. Similarly, rules designed to affect economic activities, for instance supporting
investment or employment creation, should be assessed in terms of their implications for the
environment, social cohesion and security.

Finally, drafters need to decide how far they can g0 in quantifying the impact of their measures,
in addition to providing a broad qualitative analysis. As noted above, any quantification
necessarily involves estimates, since the assessment relies on predictions for outcomes that do
riot yet exist. For many assessments, only an understanding of the broad order of magnitude is
required, based on an evaluation of how the measure will affect different groups. Again, SEIAS
aims to clarify decisions and focus discussions, not to come up with a simple numerical
judgment. Even if no definitive cost-benefit analysis is possible, the impact assessment should
paint to major concerns and opportunities.

That said, modelling techniques can simulate the impact of some kinds of measures, including
the indirect economic effects. They provide more precise (although not necessarily more
accurate) estimates. For most new rules and policies, however, the cost and time required for
modelling outweigh the benefits. Furthermare, the precision of the models often masks
unproven assumptions, building in a hidden bias.

6 FAQ
a} Who should do the impact assessment?



tommon approaches to make these estimates as reliable and consistent as possible. Again, the
aims are to improve Proposals, not simply to accept or reject them as is; many of the costs and
benefits will be described but not quantified; and the SEIAS process should always identify the
main risks to achieving the desired outcomes and ways to mitigate them.

The SEIAS builds on two fundamental approaches to evaluating the impact of 3 new rule;

1. Technical analysis, where researchers identify from their investigations, published studies
and more or less complex simulations how the new rule will fikely to affect different groups
in society, and

2. Participatory research, mostly through consultation with stakeholders, in order to get an
assessment of the impact of a new rule from those most affected and knowledgeable about

the context.
Drafters must manage the following challenges in the assessment process,

First, as noted above, it is important to ensure that the assessment Process is proportionate to
likely impact of the Proposed rule. A relatively minor technical change, for instance to modify
standards for solar water heaters, would require some consultation with producers and
consumer representatives, as well as a fairly rough calculation of the cost of re-tooling
production lines and the implications for the final price. In contrast, assessment of, say, the
National Health Insurance policies, legislation and regulations will require a large research
programme and ideally some modelling of the economic and social impacts. [t would alse
necessitate a very broad programme of consultation with representatives of various healthcare
providers, the public (as healthcare consumers), employers, unions and provincial health
departments, amengst many others.

cohesion and security, economic inclusion and growth, and environmenta| sustainability,

A particular challenge arises in evaluating stakeholders’ inputs. By definition, stakeholders often
know more about the context and likely impact of any policy than government officials, But
their information s also necessarily shaped by their own interests, Framing the consultation in
terms of the broader, longer term national interest helps contain overt seif-interest bargaining.
Nonetheless, some bias will persist in all stakehoider inputs. Their Information is critical for

A further issue around stakeholders is that some elite groups ~ notably suburban ratepayers
associations, professional groups and business associations — have more capacity to engage
with drafters than comparatively impoverished, poorly organised and vulnersble people and
groupings. In any democracy, however, the government does not just mediate between



The information contalned in the published impact assessment should be suitable for public
consumption in line with the provisions of the Promotion of Access to Information Act, 2000
(taking into consideration updates and amendments to the Act). Where an assessment cannot
be published because it requires or generates classified information, the drafters must state
their reasons.

4.2 Roles and responsibilities

The responsibility for developing an assessment of policies, regulations or legislative proposals
under SEIAS falls to the sponsoring government department. Departments should develop
appropriate capacity to ensure quality assessments, whether conducted entirely by their own
officials or in conjunction with external experts.

A SEIAS unit in the Department of Performance Monitoring and Evaluation will provide
oversight and training, and generally support government departments in implementing SEIAS.
The National Treasury can also provide technical assistance, when required.

While departments may contract out elements of the technical analysis, the impact assessment
and its conclusions should be finalised by department officlals. Experience shows that buying a
complete assessment from consultants leads to two problems: first, the product often does not
adequately reflect government priorities; and second, it is frequently subject to allegations of
bias.

In short, departments are responsible for the following,

1. Departments must ensure that their policy-making processes conform with SEIAS, starting
with the initial impact assessment immediately after the mandate to develop a process is
received.

2. Departments should make sure that the effort expended on the impact assessment is
proportional to the likely impact of the new regulations or regulatory changes.

3. Both the initial and final impact assessments must use the formats and methods established
by guidelines issued by the DPME.

4. Departments must publish the draft final assessment with the policies, legislations or
regulations when It goes for public comments and consultation, unless it can provide sound
reasons not to, which will generally relate to security and confidentiality.

e

Departments are responsible for attaching the final impact assessment to legislation,
regulations or policy when submitted for approval by the relevant authorities, whether
Cabinet, the Minister or Parliament. Directors General and Ministers are expected to sign
for the quality of impact assessments by their departments when they submit them to
Cabinet,

5 Methodology

By their nature, impact assessments require an estimate of the likely effects of an action that
has not yet been undertaken. To achieve that end, they analyse the existing situation so as to

7




4. Development of a final impact assessment that provides a detailed evaluation of the likely
effects of the legislation in terms of implementation and compliance costs as well as the
anticipated outcome.

5. Publication of the draft policy Initiatives, regulation or legislation for public comment and
consultation with stakeholders, with the final assessment attached.

6. Revision of the draft and the final assessment based on comment from the public and
stakeholders, if required, and submission of the draft policy initiatives, regulation or
legislation for approval with the final assessment attached.

the development of policies, legislations and regulations.

A SEIAS analysis of a rule will not dictate specific remedies. This is particularly important where
rules have been agreed with stakeholders, limiting the ability to change them. In these cases,
SEIAS should serve primarily to inform the position of the state in engaging with stakeholders.

The SEIAS applies to:

* New primary legislation, although the impact assessment need not be published for matters
affecting national security;

* Subordinate legislation that can have a significant impact on society;
Significant reguiations, legistations and policy proposals; and
Major amendments of existing legislation, regulations and policies.

Every new rula or policy should be subject to an initial assessment. The effort expended on the
final assessment should however be proportional to the likely impact of a rule. It does not make
sense to bring in expensive consultants or spend months on assessments of routine updates of
regulations, for instance. The initial assessment should indicate the amount of time and
résources required for the final assessment.

A more in-depth analysis and broader consultation with stakeholders should be undertaken for
proposals where the injtial assessment suggests there will be substantial implementation costs,
compliance costs, outcomes, risks or political sensitivity. in contrast, if 3 proposal seems
unlikely to have a significant impact, either by itself or through subordinate regulations, the
final assessment can be more limited.

In many cases, legislation provides an enabling framework for more detajled regulations, which
In turn determine the impact. In these cases, the subordinate regulations should be the main
subject of the assessment process.

The following regulations are exempt from the SEIAS:

* automatic increases in statutory fees as long as the increase is at or below the headline
inflation rate measured by the Consumer Price Index, and

* regulations giving effect to budget decisions (such as the Division of Revenue Act),

6



The underlying challenge is that efforts to achieve our national priorities necessarily impose
some costs on some social groups. After all, these priorities have been adopted because the
economic and sociai systems inherited from apartheid reproduce unsustainable inequalities
and exclusion. SEIAS must help determine when the benefits from state action justify the cost
of transformation, as well as whether the implementation costs have been minimised as far as
possible.

Policy initiatives, legislation and regulations typically have a different Impact on:

¢ the richest 10% of households, which control almost half of the national income and
virtually all formal enterprises, and the poorest 40% of households that gets less than 6% of
national income;

¢ the metros and other major urbar areas, and the poorest regions of the country, which are
essentially the former homeland areas;

o employers and employees;
¢ women and men as well as youth and older people; and

® existing industries, which have a range of established state supports, and new industries,
which require new measures around infrastructure, skills development and access to
capital.

in sum, given complex government priorities in a divided society, SEIAS must generate an
assessment of the impacts of a proposed rule that goes beyond a simple cost-benefit analysis. It
must help decision makers to understand and balance the socic-economic impacts of proposals
on different constituencies. It thus constitutes a tool to improve policy proposals, not a simple
measure of their net value.

4 Procedures and responsibilities

SEIAS consists of 2 set of common procedures and support institutions for assessing the socio-
economic impact of new policies, regulations and legislations.

4.1 Procedures
SEIAS distinguishes six main stages in the pollcy process.

1. The decision to develop {or amend) policies, regulations or legislations in order to address
an identified social or economic problem.

2. An initial assessment involving (a) identification of options for addressing the problem and
(b) @ rough evaluation of the costs and benefits of each option for different social or
£conomic groups.

3. Agreement on the basic option and finalisation of the draft policy initiatives, regulations or
legisfation in a process that includes appropriate consultation and a continual review of the
impact assessment as the proposals evolve.



Finally, drafters are often overly optimistic about the likelihood of achieving the aims of
legislation. Typically, a drafter will support her or his proposal by pointing to the gains from
success, without noting that those gains may be very uniikely to occur. Risks to success arise
from economic, political and social factors outside the control of the state or that are not
covered by the proposed rules. For instance, a law that reduces the price of inputs along the
value chain may not succeed because a lower price, by itself, may not be sufficient to
Incentivise the desired i nvestments,

The procedures and methads in SEIAS aim to enable drafters consistently to assess all four
kinds of unintended costs and risks that may arise out of new policy initiatives, regulations and
legislation.

3.2 National priorities in SEIAS

In South Africa, SEIAS must help ensure that government policies do more to support the core
nationai priorities. It therefore requires that new rules be measured fn terms of their impact on

1, social cohesion and security,
2. economic inclusion,

3. economic growth, and

4. environmental sustainability.

Drafters should assess the likely impact of policy, regulation or law on ali these priorities in
order to ensure not only that the implementation process is efficient but also that it is effective
from the standpoint of national aims,

They must also take into consideration that policies, legislation and regulations may have an
fmpact on concurrent functions,

A common risk Is that drafters focus on achieving one priority without assessing the Impact on
other national aims at all. In particular, measures around infrastructure, the social services and
the environment often have unforeseen implications for economic growth and inclusion. In
addition, measures to support economic inclusion may impose excessive costs on growth, and

vice versa.

A more complex challenge arises when Meeting national priorities leads to contradictory
outcomes. For instance, economic growth on the current path is environmentally
unsustainable, since it is highly emissions intensive. New rules must manage the transition to a
greener economy in ways that minimise the costs to economic growth, employment and the
poor. Similarly, regulations to protect workers and communities from exploitative practices
may deter some investments, A balance has to be struck between protecting the vuinerable
and supporting a growing economy that will uitimately provide them with more opportunities.

SEIAS can clarify how proposed policies and regulations are likely to affect all the national
priorities, but it will not pre-empt tough decisions in these difficult cases. It should, however,
ensure more reasoned and effective measures and programmes, which strike an appropriate
and sustainable balance between national imperatives,



4. By underestimating the risks invoived ~ in other words, by overestimating the likelihood of
Success in achieving the anticipated benefits.

We here consider each of these elements in turn.

First, the state has a wide variety of instruments to bring about behavioural change. Amongst
many others, they include the imposition of sanctions or the provision of incentives; changes to
decision-making criteria and procedures; reforms to institutions and organisational structures;
and improved monitoring, including stronger reporting systems and publicity for achievements.

By encouraging drafters to identify the costs of the implernentation process, SEIAS encourages
them to explore more efficient ways to change behaviour. In particular, it is often quite costly
to impose sanctions or provide incentives and to require detailed reporting systems, It is
frequently less costly and more effective to incentivise groups other than the state to monitor
and support compliance. In the labour laws, for instance, the unions take a central role in
monitoring compliance by employers, greatly reducing the need for state inspectors. Similarly,
public health initiatives frequently achieve more if they rely on education and positive
incentives rather than harsh sanctions.

A less easily identified cost arises when an implementation mechanism opens the door to
corruption. it is important to ensure that proposals provide adequate controls on the discretion
of individual officials to benefit or harm the public or enterprises. These controls typically take
the form of clear criteria for official decisions; requiring officials to publish their decisions and
justify them in terms of the criteria provided; and establishing an easily accessible and fair
appeals route,

Second, the cost to stakehoiders of complying with regulations takes two forms: the regulatory
burden and the cost of behavioural change itself.

The regulatory burden generally comprises reporting requirements and applications for
permissions and licences. These systems should avoid excessive delays in providing permits as
well as unnecessarily complex and time-consuming reporting and registration requirements.
They should be realistic about the capacity of the relevant state agencies, or simply processing
documents may lead to major delays.

In addition, the desired behavioural change should not in itself prove excessively onerous
compared to the anticipated benefits. Thus, regulations that keep street traders from busy
public places may mean they lose their livelihoods. The regulation may nevertheless be
justified, but drafters should assess the costs as well as the anticipated benefits bafore they
finalise rules.

Third, drafters may overestimate or underestimate the cost and benefits of succeeding in
implementing a new rule. For instance, for many years the benefits of providing anti-retroviral
treatment for people with MHIV were underestimated, leading to Inadequate policies in this
regard. Simiiarly, the costs to employment creation from building RDP houses far from clty
centres appear to be systematically underestimated, leading to inadequate support for public
transport and the densification of urban areas.



(refer to Annexure D, Section 4 of the Presidency Guide for the Drafting of the Cabinet
Memoranda?).

The implementation of SEIAS Is overseen by an Interdepartmental Steering Committee made up
of Senior Officials of the Presidency (Cabinet Office), DPME, Economic Development
Department, National Treasury, Department of Trade and Industry, Department of
Environmental Affairs, Department of Labour, Department of Social Development, State
Security and the Chief State Law Advisors, The Steering Committee Is intended to provide
guidance and support and to oversee the implementation of SEIAS. DPME will be responsible
for the establishment of a SEIAS unit to ensure the implementation, quality control and capacity
support for SEIAS across government. it will be responsible for ensuring that the guidelines and
templates are regularly updated and it will support the institutionalisation of the new system.

3 Therole of SEIAS

SEIAS aims:

* To minimise unintended consequences from policy initiatives, regulations and legislation,
including unnecessary costs from implementation and compliance as well as from
unanticipated outcomes,

* To anticipate implementatlon risks and encourage measures to mitigate them.

A challenge for SEIAS s that in a deeply unequal society like South Africa any policy will have
unequal impacts. It is therefore not possible simply to compare estimates of costs and benefits.
Rather, impact assessments must analyse costs and beneflts to different groups. Furthermore,
some costs will prove unavoidable in order to achieve Bovernment’s broader national priorities.

Finally, SEIAS recognises that many costs and benefits cannot be quantified realistically. It
therefore focuses principaily on Identifying costs and benefits analytically, and points to the
specific areas where quantification would assist in evaluating policy Impacts.

3.1 The costs and benefits of regulations

Analysis of the costs of regulations is rooted in the argument that new rules aim to change the
behaviour of stakeholders inside and outside of government in order te address a recognised

social problem.

In this context, policy initiatives, regulations or legislation can lead to unintended conseguences
In three ways:

1. Through inefficient implementation mechanisms;
2. Where stakeholders face an excessive cost from complying with the regulation;
3. Byover-or underestimating the benefits associated with the new rule’s aims: and/or

z 'I'heﬁ:ll&ﬁdeforﬁeDmﬂingoftheCabithemorandais available from the Cabinet Secrefariat at 012 300
5518/323 8292 or 021 464 2161/464 2162/3



Guidelines for the Socio-Economic Impact
Assessment System

May 2015

1 Introduction
These guidelines;

1. Explain the reasons for introducing a more consistent system for assessing the impact of
new policy initiatives, laws and regulations on core government priorities, even when the
regulations are not directly linked to those priorities; and

2. Outline the key procedures and technigues for the new system of socio-economic impact
assessments.

The guidelines should make it possible to conduct at least an initial, mostly qualitative
assessment of a proposed law or regulation.

The first section outlines the mandate and structures supporting the socio-economic impact
assessment system (SEIAS). The second section explains how SEIAS wiil work to support greater
alignment across the state while gradually developing a more efficient and effective legislative
programme. The third part presents the main procedures and responsibilities associated with
SEIAS. The fourth part presents the main methods used in SEIAS. The fina! section provides
answers to some frequently asked questions (FAQ).

2 Mandate and establishment of the SEIAS

in South Africa, Cabinet decided on the need for 2 consistent assessment of the socio-economic
impact of policy initiatives, legislation and regulations in February 2007. The approval followed
a study commissioned by the Presidency and the National Treasury® in response to concerns
about the failure in some cases to understand the full costs of regulations and especially the
impact on the economy.’

To implement the Cabinet decision, from 1 June 2015 Cabinet Memoranda seeking approval for
draft Bills or regulations must include an impact assessment that has been vetted by the SEIAS
Unit. Cabinet Memoranda need to indicate how departments utillsed the information
generated by the SEIAS in the recommendations. In addition, the Memoranda should
summarise the main findings of the final impact assessment as well as annexing a full report

The detailed background study on impact assessments and their relevance for South Africa {2005) is available on

www.thepresidency.gov.za,



3. in conclusion, summarise what should be done to reduce the costs, maximise the benefits, and
mitigate the risks associated with the legislation. Note supplementary measures (such as
educational campaigns or provision of financing) as well as amendments to the draft itself, if

appropriate. Add more lines if required,
a.

4. Please identify areas where additional research would improve understanding of the costs,

benefits and/or risks of the legisiation.

5. For the purpose of building a SEIAS body of knowledge please complete the following:

5.1 Was the SEIAS done by the department or by the service provider?
5.2 If done by the department please provide the following:

Name of the Official:
Designation;

Unit:

Contact Detalis:
Email address:

5.3 How long did It take the department to complete this template?

S8|dnpa



2. Identify the social and economic groups that would benefit most and that would bear the most
cost. Add more rows if required.

Main beneficiaries Main cost bearars
1 1
2 T2
3 3 *
_

71



2. Describe the mechanisms included In the propasal for monitoring iImplementation, evaluating
the outcomes, and modifying the Implementation Process if required. Estimate the minimum
amount of time It would take from the start of the implementation process to Identify a major
problem and remedy it.

4 Summary
1. Summarlise the impact of the proposal on the main national priorities.

Wriority impact

Social cohesion

Security

Economic growth and
Investment

Economic inclusion
{employment creation

and equity)

Environmental
sustainability

6lPare



4. Describe the main risks to the achlevement of the desired ends of the legislation and/or to
national aims that could arise from adoption of the proposal. Add more lines if required.
a.

3 Maunaging risk

1. Describe the measures taken to manage the identified risks, Add more rows if necessary.

Identified risk Mitigation measures

51




Group Implementation | Cost of changing | Costs/benefits Comments
costs behaviour from achieving
desired outcome
d.
| |
' |
|
' |
N |
|
| j |
|
I

2. Describe the changes required in budgets and staffin

g in government in order to implement the

proposal. Ildentify where additional resources would be required for implementation. |t is

assumed that existing staff are fully em

relinquishing other tasks.

ployed and cannot simply absorb extra work without

3. Describe how the proposal minimises implementation and compliance costs.



2 Impact assessment

1. Describe the costs and benefits of implementin

g the proposal to the

above, using the following chart. Add more lines if required.

groups identifled in point 6

3ia

on

Group Implementation | Cost of changing | Costs/benefits Comments
costs from achieving
desired outcome
B A -
b.
f
;"
|



4. Describe the behaviour that must be changed, and the main mechanisms to achieve the
necessary changes. These mechanisms may inciude modifications in declsionmaking systems:
changes In procedures; educational work; sanctions; and/or incentives,

5. Identify the groups inside and outside of government whose behaviour will have to change to
implement the proposal (add more fines if required).

6. Report on consultations on the proposal with the affected government agencies, business and
other groupings noted in the previous point. What do they see as the main benefits, costs and
risks? Do they support or oppose the propasal? What amendments do they want, and have
these amendments been incorporated in your proposal?

7. Describe possible disputes arisingout of the proposal, and the system for settling and appeafing
them. How onerous will it likely be for members of the public to lodge a complaint and how
burdensome and expeditious is the praposed dispute-settlement procedure?



Final impact assessment

kay 2015

The final impact assessment provides a more detailed assessment of the ultimately legislative
proposal. In addition, it identifies (a) mechanisms for monitoring, evaluation and modification as
required; and (b) a system for managing appeals that could emerge around the implementation
process.

1 Problem statement/Theory of change
1. Summarise the propnsal, identifying the problem to be addressed and the roots (causes) of the
problem that will be addressed by the new rule.

2. Describe the intended outcomes of the proposal.

3. Describe the groups that will benefit from the proposal, and the groups that will face a cost.
These groups could be described by their role in the economy or in society. As a minimum,
consider if there will be specific benefits or costs for the poorest households (earning R7000 a
month or less); for black people, youth or women; for small and emerging enterprise; and/or for
rural development. Add more lines if necessary.

a. Beneficiaries

b. Cost bearers

1=



STOT aunr piw Aq sjuawedap
|I€ 01 1uds 3q 01 ®1ep UOHEIUSWS|dW |e121440 se
[[oM se uonejusws|dwi Sy|3s SulAino WNpUuejows|p

$$300.d 3y3 pueisispun Aoya

9INSUS 0} s1apjoyayels yam pjay aq [1IM doysyiopn
EPUBIoOWBW 1aulqe) 104 syuawaiinbay pue

1BULIOJ UO SU01dNISUI JUBAS|R. anss) [lIM 92140 18uI1ge)

E
104 panss| aq ||im spiepueis pue ssasoud Joy saulapIng

saufjpwiny JnoA ulyum ‘sy|3s
dunyeup 1oy 1sanbau uo poddns aplAoId [Im JINIHQ

P3103adxa se painsse Ayljenb Pue paypadxe aie payeip
Apeadje sjjiq 10} s13S [euly Sulinsua uj 3sisse o IINdQ

sdajs IxoN



suolle|ngad e Jo ased ayy

Ul J33SIUIN 03 1O 1BUIqeD 0} UOISS|WQNS 9103 papuswe
9q Aew Sv|3S |euly ay3 ‘uone|siSa) ayl ayI| ‘UBWIWOD ALY
P119zes S| UoIe|SISa| BY1 UDYM S2UUSGIM JFINJT

pue jejuswiliedsp ayl uo s|qejieAe aq 01 sey Sy|3s |eul
Siap|oya|els 03

$sa20.d uollel|nsuod SuLinp a|gejieAe ag pinoys 11 ysSnoyye
‘Ajlewuoy paysiignd aq 0} paau 10u s20p SY|IS T aseyd
uollisuely Jayje Sy13s apnjoul

Ishw 1eyi sjuswiliedasp uil $8ss9204d dAIIR|SISB] MIIADY

S91Ep 3sOY} yum
SUul| ul SYI3S 9yl a5eUeW 0} MOY INOGE NOA 10RIUOD |IIM JNJ] —

JINdJ 01 UDWIWO0D
l1oj Buinezes Auedwodoe 01 Sy|3S pasu yorym AQ so1ep puas -

1 @seyd op 01 pasu ON —
:pa34edp Apeal|e si |jig 3yl 24y

uonisueay



Adl|od o ssad0id
Uane|nsups

LFLESav pllie
H.:m.E__u__.:u:,__mC
A2 |0

12ISIHA]
10 33uige)
S S

uonResiEs|
Lozuatusidiy
0 IUaWdolanag

“1ds 30 HU i ={RETNT

S} puE INdq

AL VIES 2 MalAa ||

| N

Ag payioddnr o)
| padnbEs s

— ——

teay duieip
AR WIS ¢ oseyy

ey
E VI35 T.35eyd

dVIN SS320.4d

ueay
_ I .E #a

A31j0d
dojaadq
03 SIEPUBIA|




e AL e e _ —

SUORAo
ABH-103
usatidniana

iShjeue UCENEA]

pUEyaieasal pug
Aaned 11110 1UC

9]2A) Adijod



wile uno analyoe
01 SVI3S Uayisuauls 01 191980} 3JOM 0] Paau S .
Mede syjuow |esanss aq pjnom Aayy ‘PlIOM |BBI BY] U] —

:sjesodoud |euly (3sowje) 1noA

3O 4I34d-3sLI pue uoilen|eAs ue s| g aseyd pue

$$9204d 3y3 Jo Je)s ayy 1e wiiojsutelq {jeutalxs
93.133p 3WOs 0} pue) [eusayul ue SI T aseyd e

NoA d|ay pjnom uonesyiuenb Jo Yoseasal

2J0W Uiyl NoA aJaym 1dadxa — sjuejnsuod

24InbaJ Jou ssop aioyaiayl U pue CHBIE)E!
uoneatinuenb |eajuyssy e jou ‘jooy yuiy; e si SIYl o

(2) ssad0ud gy|35 € JO 109dxa am jeymm



paJinbai uonesiyinuenb

JO [oA9] 9y] 1e sased Aueuws Ul ale syndino

wea] 3sel ayj — 1 JoJ pasu ay3 03 ajeuoljiodoud
9q p|noys uonesiiiuenb jo jans) ay g

$1S0J 2IWOU0Id

9|qeyiuenb je Ajuo jou ‘sysi pue syuyaUaQ/s1S0D
JIWIOU0I3-0120S 1e Supjoo| shem|e ale app
9}9|dwi0d 03 ,X0g-)213, Jayjoue

YlMm wisiueydaw usaLp asuedwod e JON Si 3
BJL1}V YInos Joj uoliesiga| pue Adjjod 3saq ays
dojanap 03 3uiAil 1noqge s31 — sassadoud 3Al]e|SISo|
pue Adjjod uno Buinoadwi Inoge s SIS

(T) ss@204d Sy|3S e jo 19adxa am jeym



STOZ sunf

$$320.d SVI3S




6. Both initial and fina) SEIAS must be submitied to DPME for comments. DPME will partnar with
depariments to work through the SEIAS done

7. After departments received comments on their bliis; the final SEIAS may be amended bsfore
submission to Cabinet or the Minister in the case of policies and regulations;

8. Departments are urgently required to:

a. lidentify a champion who will support your office to ensure the implementation of SEAIS
and to be a contact iink with DPME; as a good practice the champion shouid be a senior
manager In the policy coordination environment:

b. Submit the legislation programme and list of policies/regulations/bills being developed in
the current financial year tc DPME;

¢. Provide dates for DPME to come and conduct a deparimental induction on the
application of SEIAS to the proposed bills; and

d. Ensure that the application of SEIAS is included in the 2018/17Annual Performance
Plans (APPs) together with the policy/ regulation/ legislation drafting programme.

8. DPME will provide support in ensuring that final SEIAS for bills already drafted are expedited
and quality assured as expected in a manner that does not disrupt the departments’ set
timelines,

Your cooperation on the above process will be appreciated. Please do not hesitate to contact Ms
Pulane Kole- 012 312 0310/ 076 775 D875, all the correspondences shouid be emailed to;

seias@presidency-dpme.gov.za

Kind Regards

1

Ms Nolwazl Gasa
Acting Director-General
Date: 13 June 2015




