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We live In the Golden Age of Regulation

m Regulation is a normal and growing activity of
government

¢ European Union — over 150,000 pages of regulation in the
Single Market, (and 300,000 —900,000 more jobs from the
Single Market)

+ United States: 115,000 new regulations adopted at federal level
since 1981 (and the highest average job creation in the OECD).
From 2001-2007, staffing in regulatory agencies rose from
172,000 employees to 244,000, + 41%.

m Regulation can improve our lives if well targeted,
designed and implemented: to ensure that markets
function properly; to create a level playing-field for
companies and financial institutions; to protect workers
and consumers, health and the environment.

m The challenge today is not deregulation but smart
regulation.
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Many governments have lost control of
their regulatory functions

m Regulatory systems are fragmented, decentralized, captured and resistant to
change

m  Who regulates? How much?
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No accounting of overall costs or benefits of regulation anywhere

United States: over 50 regulatory bodies with over 800 separate
departments and offices operating on different statutes

European Union: more than 2,000 regulatory bodies at national levels
Moldova: Estimated 400 -500 business regulations... then found 1,300

Croatia: Identified 300 procedures — then found almost 1,500 among
almost 70 regulatory bodies
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How businesses see the chaotic regulatory environment
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Regulatory quality is difficult everywhere

Quality of regulations - average for all countries
Percentage of businesses saying they agree fully
or mostly minus % disagreeing mostly or fully
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Regulations are consistent with one another ——:’
Changes in regulations are predictible "—‘

They are flexible enough to be implemented
efficienty by businesses

They achieve their objectives
as simply as possible

They are easy to understand

-100 -80 -60 -40 -20 0 20 40 60
%o

Source: OECD (2001), Businesses’ Views on Red Tape. Administrative and Regulatory Burdens on Small and Medium-sized
Enterprises, Paris.
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Regaining control of the regulatory system
requires systemic solutions
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m Reformsaimedat 7/,
single rules will |
never catch up
with the
productive
capacities of
governments to
create regulations.

m Regulatory reform
IS a systemic
ISsue.
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Many regulatory reform tools are now
deployed worldwide

m A range of tools and instruments — the
“regulatory governance™ agenda -- has been
developed and implemented over 30 years to
help governments improve the effectiveness
and efficiency of fast-growing regulatory
systems.
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Four Main Regulatory Reform Tasks

B Picture the regulatory system
as a swimming pool

B To create a healthy, clean
pool for businesses you must:

¢ Clean the water in the pool (the
regulatory stock)

+ Filter new water coming into the
pool (the regulatory flow)

+ Maintain the pool infrastructure
(institutions)

¢ Ensure that someone is
responsible for keeping the pool
clean (regulatory quality control)
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The OECD Agenda
for Low-Cost, Low-Risk Regulation

|. Build aregulatory management system
¢+  Strategic medium-term regulatory reform policy (5 years)
. Engines of reform at the center of government

lI. Build the institutions to carry out good regulation
. One stop shops
¢ Inspections reforms
¢ Due process
lll. Improve the quality of new regulations (flow)
+ RIA
. Stakeholder consultation
¢  Central quality controls

V. Upgrade quality of existing regulations (stock)

¢  Targeted deregulation, simplification, codification (Doing
Business, Standard Cost Model)

. Broad-based reforms (Regulatory Guillotine™)
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Governments are investing more and more In
regulatory reform solutions

® RIA: From 2 countries in 1980 to over 50 today.

m Stakeholder consultation: Has reached
unprecedented levels. Governments are
consulting more than ever before.

m Broad-based guillotine reforms: from 3 countries
In the 1990s to over 10 today.

m Central “regulatory quality” management
bodies: over 30 countries have dedicated units
now
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The OECD Checklist for Regulatory
Quality

1. Isthe problem correctly defined?

Is government action justified?

Is regulation the best form of government action?

Is there a legal basis for regulation?

What is the appropriate level (or levels) of government for this action?
Do the benefits of regulation justify the costs?

Is the distribution of effects across society transparent?
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Is the regulation clear, consistent, comprehensible and accessible to
users?

9. Have all interested parties had the opportunity to present their views?

10. How will compliance be achieved?
11

©Copyright held by Jacobs and Associates. This material may not be reproduced without permission.



JACOBS&ASSOCIATES

international leaders in regulatory reform

Why Is ex ante RIA so popular?

m Basic principle: Government should know the
consequences of its actions before it acts
¢ EXx ante analysis extended to non budget policies

® Too many reqgulatory failures
¢ Financial crisis

m More competitive economies require:
+ |Lower regulatory costs
+ Lower regulatory risks
m Policies require more coordination: environment and
trade, food safety and agricultural policy, etc
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Why countries say they adopt RIA

m All policy-decisions should be based on sound analysis

Supported by the best data available. -- European commission,
2009

m RIAs are a central element of the Government’s
objective to regulate only where necessary and reduce
the burden of regulation on business and the third
SecCtor. -- UK National Audit Office (NAO), 2007

® The main focus of the (new) Swedish Government
better regulation strategy: cutting administrative burdens
and improving the conditions for enterprises. -- 2008

®m “Many other countries have recognised the need to
reform business regulation to keep their businesses
competitive. If Australia does not match these efforts,

we will fall behind and economic growth will slow.” --
Business Council of Australia, 2005
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Reducing administrative burdens in the
EU: Is it enough?

EU Target: Reduction target of 25% of administrative
burdens on businesses by 2012, compared to 2004.

+ “Represents an important effort to streamline and make less
burdensome the way in which policy objectives are
Implemented i one important measure of the quality of
regulation at every level”

Assumption that government can satisfy many information
needs at lower cost is well-supported by Reinventing
Government and anecdotes from EU reform programs and
OECD. Governments suffer massive inefficiencies.

But cutting red tape is not enough. “Whole of regulation”
approach is needed -- build new disciplines into machinery of
government — problem definition, RIA, challenge functions,

consultation, alternative policy instruments ”
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Main Lesson: We cannot achieve sustainable
gains with small, marginal, or piecemeal
reforms

m Achieving a regulatory system that is as efficient as
possible over time and within the constraints of other
social values requires actions on many levels.

m The main challenge is one of institutions and incentives.

m Sustainable reform requires changes to the institutions,
capacities, incentives, and the role of government.

m |t is easy to make small changes to huge regulatory
jungles, but it is more important, more relevant to
markets, and more difficult to change how regulation is
made and implemented.
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Thank you!
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