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Introduction to Regulatory Impact Assessment
Without much introduction to RIA as it is thoroughly presented in OECD recommendations and assessments of best practices posted on the OECD internet we will shortly introduce basic economic criteria applied to the regulatory oversight process before referring to Slovenia. As Viscusi, Vernon, Harrington
 define regulation, the purpose of regulation policies is to foster improvements judged in efficiency terms. The objective is to increase the efficiency with which the economy operates, recognising that we may fall short of the goal replicating a perfectly competitive market, but nevertheless we can achieve substantial improvement in comparison to the lack of such government intervention. Society should assess and maximize the net benefits of these regulations to society. Such a concern requires that we assess both the benefits and the costs of these regulatory policies and attempt to maximize their difference. If all groups in society are treated symmetrically, then this benefit-cost calculus represents a straightforward maximisation of economic efficiency.

From economic efficiency standpoint, the rationale for a benefit-cost approach seems quite compelling. If the benefits of a policy are not in excess of the costs, then clearly it should not be pursued, because such efforts do more harm than good. The underlying impetus for the benefit-costs approach is the Hicksian potential compensation principle. This could be applied to all sorts of policies – e.g. our task of finding the best level of environmental quality to promote through regulation results in achieving the largest spread between the total benefit and total cost curve. Then discounting deferred effects could be introduced, since not all effects of regulatory policies were immediate. Substantial literature exists on how one should approach the discount rate issue and estimate the appropriate rate of discount. However two schools of thought represent most of approaches: a) opportunity cost of capital and b) social rate of time preference approach, under which society’s preference for allocating social resources across time may be quite different from the time rate expressed in private markets. The present value is converted from a stream of benefits and costs into a present value. The role of discounting is particularly instrumental in affecting the attractiveness of policies with long term impacts, such as environmental regulations that address long-run ecological consequences or cancer regulations for which the benefits will not be yielded for two or three decades.

Historical Perspective and the State of RIA in Slovenia
a) Legal grounds for “better regulation” in Slovenia

Slovenia does not have the regulatory impact assessment as it is defined in OECD
 and EC recommendations, reports and guidelines, and which is used in certain OECD countries, as follows from reports on current practices in EU Member States
. What Slovenia had so far was legal requirement for preparation of draft legislation and proposals for adoption of laws, which lay grounds for what is more to come, which is far from “no RIA procedure, as it is observed in Greece and in Luxemburg”
. If we compare Slovenian state of RIA procedure with current and future EU partners we can observe some differences and similarities. Similar to what the Austrians conclude for their policy system, Slovenian state policy ignored the importance of RIA methods during a long period of time. Similar to Austrian case of RIA, Slovenian scientific analysis of the financial, fiscal and economic impact of regulation started in the middle of the 1970’s.

The first instructions about regulatory impact assessment in Slovenia are in force more than thirty years and were stated in the Standing orders of the Assembly of the Socialistic Republic of Slovenia (Official Journal SRS. no.40/1967). According to the New Rules of Procedure of the National Assembly of Slovenia
 (article 115)
 Government Bill has to include a description of the impacts of the proposal. "The introduction of the law must contain the title of the law, an introduction, the text and an explanation. The introduction shall include:

· an evaluation of the current situation and reasons for enacting the law;

· the goals, principles and main solution of the law;

· an estimation of the financial impact on the national budget and other public financial resources;

· a statement, that financial resources for the implementation of the law are secured, if the proposal of the law anticipates consumption of the financial resources in the period after passing of the state budget;

· the presentation of regulation in other legal systems (must include presentation of the regulation in at least three legal systems of the EU member states) and harmonisation of the proposed regulation to the EU law; 

· other anticipated impacts of the proposed law.

In the explanatory note, the contents and purpose of single articles of the proposed law is explained as well as impacts and mutual connection of the influence solutions". Accompanying assessment is mandatory also due to the Law on Public Finance, Law of Environmental Protection and new Government standing orders. This legal framework incontestably provides formal "demand" for those who propose laws and regulations to submit information report with data and options on the assessment of the regulatory impact comparable to some other national practices on RIA. However there is no explicit legal basis which would define and make explicit RIA methods mandatory and oblige a certain body to implement or monitor assessment and consider the costs and the benefits for the Government or National Assembly. Existing law does not mention explicit observations, e.g. assessing the impact on the political relations and public interest; on the material and social condition of the citizens, their rights and responsibilities; on the economic subjects and market actors (SME's, NGO's, civil initiative etc.); on the budget and an assessment on the advantages if the law is adopted, compared to the risks if it is not (c/b analysis etc.). Without proper legal basis, mandatory methodology and institutional organisation RIA is narrowed down to short declarations with no serious influence. In Austria there are estimations that in spite of new laws (on the Federal and State level) on mandatory financial impact analysis, the impact assessment only covers the financial and economic effects whereas non-financial consequences are not taken into account.

In Slovenia there are no legal obligations for the government to seek the opinion of state bodies e.g. Council of State, consultative bodies representing labour, business and non-governmental bodies (e.g. business associations, civil society organisations). Therefore at least three important provisions on the OECD recommendations checklist for a regulatory impact analysis may be avoided, namely:

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

· Is the distribution of effects across society transparent?

· Is the regulation clear, consistent, comprehensible, and accessible to users?

Nevertheless Slovenian government usually seeks opinions of social partners (business associations, trade unions in matters concerning their field of interests) and organisations of civil society. Draft proposals are sent to different parties involved and interest groups in order to gather relevant information for making an assessment impact. Important in this regard, according to National Assembly
, is the social partnership, as a means of indirect influencing of various associations of non-government organisations on the legislative process. Mainly through consultations and reconciliations of viewpoints, organised in the government or ministries, some non-government organisations, i.e. trade unions, Chamber of Commerce and Industry of Slovenia, Chamber of Craft of Slovenia, Chamber of Agriculture and Forestry of Slovenia, have the indirect power, according to the relevant legislation, to participate in the legislative process.

Practice to offer alternative solutions on the same question and to present comparative assessments of the advantages and risks of those alternative solutions in the parliament is very rare. More often there is a practice that draft laws submitted by the government are subsequently modified by the parliament. The National Assembly very often modifies the draft laws. These changes are significant, especially in cases when the government has not succeeded or has not made enough effort in reconciliation of points of view of different stakeholders. Questionnaires reveal the National Assembly’s role in the way transparency is provided, how the proposed laws are introduced to the public before the parliament decides upon them and what is the influence of the public opinion on the preparation of laws. “Slovenian parliament is in fact very often open to hear the civil society… however, the government opinions are a decisive factor in most cases.”
 Government bills are made public only in the final phase, when coming to the parliament. Acts and other material deliberated by the National Assembly are then published in full text, or as a summary, in the Gazette and may be published in the public media. All phases of the legislative procedure are published on the Internet. Representative of the public media have the right to be present at a session of the National Assembly and its working bodies.

In order to acquire information, a standing committee may conduct public hearings to which it may invite members of the government, representatives of various interests, professionals or other persons whom it considers capable of providing useful information. A standing committee obliged to do this if at least one quarter of its members so request. The announcement is published in the public media. 

b) Procedure of RIA

Responsibility for the impact assessment in Slovenia lies with the law drafters or law drafting bodies. The results of regulatory assessments, described in the Introduction and Explanation to government bill, are made available to the Parliament. 

The objective of current impact assessment procedure in Slovenia consists mostly in quantitative estimation and computation of effects on the budget, inflation rate, working law and on GDP growth and other impacts, which brings Slovenia close to the situation observed in Spain, Portugal and Italy. In most cases each ministry carries its own impact assessment, but most macroeconomic consequences and impact on the national economy as a whole are conducted by Institute for Macroeconomic Analysis and Development (IMAD) and Ministry of Finance. However more and more assessment studies of regulations are being outsourced and done by academic institutes, e.g. Economic Institute at the Law Faculty and Institute for Economic Research at the Economic Faculty in Ljubljana and Maribor. As a result, creative institutional cooperation and also structural competition is stimulated, awareness is raised and quality of the assessment is promoted. 

As regards "other impacts", government standing orders envisage assessment and estimation of the change in burdens of courts of justice and public administration. Tests of change to human rights and freedoms and conviction policy are anticipated, together with tests of environmental impacts. However this regulatory assessment in practice is very "voluntary" and left to political will.

c) Analysis and room for RIA improvement in Slovenia in international perspective

Before presenting certain new steps in Slovenia for implementation of contemporary RIA procedures, I will indicate some challenges or goals as a way for substantial improvement of the existing system of the regulatory impact analysis. In most countries and also in Slovenia there is no Central unit for conduction of RIA
. For draft legislation prepared by different national parliaments, the following ways to analyse impact are used
:

· Impact assessment primarily conducted by the sponsor of the proposed legislation

· By the government at the request of the parliament

· By the parliamentary bodies (standing committees, research services, etc.) 

· By research institutes, universities, etc. at the request of parliament.

There is no cost benefit analysis prescribed, or cost effectiveness test practised; therefore alternatives are rarely presented. In many countries, both qualitative and quantitative methods are used depending on the field of legislation and political priorities of the Government. The objective would be to collect information before regulatory decisions are taken and to support consultation with affected groups. The results should be then publicly disclosed through circulation to groups affected by draft.

In Slovenia there is no central monitoring body for the whole RIA system. As a comparison, in Austria no mechanism for systematic monitoring of impact assessment after adoption is provided. In Sweden national audit consists of an audit function under the Riksdag – the Parliamentary Auditors – and an audit function under the Government – the Swedish National Audit Office (PRV) and other active bodies including interest groups for public dialogue.

Existing assessment objectives in Slovenia are either very broad or narrowed down only to specific macroeconomic indicators, but not obligatory. Although the impact on state budget, types of legal impact on interior and foreign policy and the impact on national economy in general are the priorities for most countries, Slovenia has a huge development potential for a regulatory reform to implement other national-specific RIA objectives. Such could be assessing the effect of rules for small businesses’ working conditions, competitiveness and other general conditions (similar to Sweden, Denmark) and other general conditions, SME’s, impacts on organizations and personnel of the public bodies, regional impacts (like in Finland etc.), environmental impacts, impacts on families with children, elderly children, administrative burdens placed on enterprises in connection with public control and compliance procedures (example of Denmark), businesses, market operations, market entry and behaviour, employment, production and investment, administrative impact on enterprises (similar to The Netherlands), impact on rural communities, on women, on e-commerce, social sectors

There is no standard checklist to support impact analysis for each legislative proposal in Slovenia, as we can observe in some European countries, namely Denmark, Germany, Ireland, the Netherlands, UK, and Sweden. Government still has to introduce a catalogue of measures and set up a business panel by which the government can test new ideas and get early reactions on questions concerning RIA objectives (small business in Sweden). Government should follow OECD recommendations for effective and efficient regulatory management and planning and should methodologically address certain main points when conducting or monitoring RIA. Analysis should describe the regulation or general advice. It must give an analysis of the problem asking what will be resolved and what will happen if nothing is done. The effect chain must be shown, i.e. how the measure will work to produce effects. The effected persons must be set out. Then the costs for those affected must be calculated, including the effects on number of workers and on the environment. Finally the contact persons must be pointed out
.

 Slovenia could launch a pilot project and bottom-up approach, with the help of which the effects of regulation on the administrative structure and informational procedures are established. It is a practice in Denmark and the purpose of these reviews is not only to generate ideas for regulatory and administrative reform but also to develop valid methods for analysing costs and administrative burdens from the point of the end-user. A pilot project in Denmark concentrates on the bottom-up review of the administrative burdens placed on individual citizen in two stages of life a) Families with children at the age up to 3 years; b) Elderly people.

Attention should be given to all complementary RIA concepts – prospective, accompanying and retrospective RIA. There is very few or no accompanying and retrospective RIA in Slovenia. There is still a problem of transparency and informatisation of the systems of design and implementation of regulations and government bills. Due to different levels of information across different areas and consultation stages, participation and engaging citizens in policy-making varies much and is still in its beginning. Basic instruments for involving civil society into policy-making is by making public government working programme together with the draft legislation (publish them on the Internet). To make final Drafts transparent, the information base of the government secretary general should be open to the public. However, citizens should have information already about the first outlines of legislation, and ministries also should make their information system transparent and accessible.

d) Cautious RIA implementation and international experience

In Slovenia we should carefully discuss international experience when conducting further RIA implementation. Conclusions to the EPCRD Network Questionnaire show that “the use of RIA is not legally regulated in many old democracies, while in many of the so-called new democracies the use of RIA is legally regulated. The analysis of national programmes of OECD countries has shown that the manuals, training programmes and monitoring of key-processes are a major element of the implementation of RIA. But the success is most significantly conditioned by political commitment. Most countries show legal obligation to ask opinion from different state bodies but there is no legal obligation to ask opinion from NGO’s. Even though parliamentary lobby is mostly like a “black box”, it can be said that on the one hand Ministries and on the other hand different “watch-dogs” from civil society can observe the parliamentary legislative process and assess the results of decisions taken. Regarding competition between different interest groups, many positions are negotiated and risks discovered
. Also, in socio-political interaction the NGO networks and mass media play very important role to give the feedback to parliamentary bodies before important debated and voting. The professional use of results of pre-parliamentary RIA improves the quality of debate …”
 

For example "Denmark’s experience with the initiation of bottom-up reviews has shown, that centralised reviews of regulation do not always lead to visible improvements from the point of view of the end-user (centralised reviews often tend to focus on the total amount of regulation rather than specific amount of regulation). German experience is that the prospective RIA is still at its beginning, whereas the use of the accompanying RIA is of differing intensity. The ex-post examination mainly serves as a means of deregulation or legal discharge. In Ireland the impact assessments conducted are very elementary but a policy is being developed by the Department of the Prime Minister to create a more sophisticated and robust regulatory impact assessment process.”

Austrian experience is also of extreme relevance. “The implementation of RIA causes problems because many people in the administration do not accept it. And often the political processes do not respect the RIA. In the cases the RIA is reduced to a formula. There is no methodological and systematic verification if and to which extent the RIA has been established correctly. Without this kind of checking it is not possible to have a thorough basis for the RIA. Non-financial effects on the administrative practice are usually being ignored as well as social consequences.”

“The main lesson in Finland is that making good assessment is difficult, which is often the main reason for neglecting assessments. The assessments should not be too theoretic or “scientific”; they can also be on practical expertise and experience. The commitment of political and administrative management of the Ministries or the Government to making good and realistic impact assessment is of utmost importance.”

RIA on the EU level shows also important results for Slovenia. “The efforts of simplifying and improving the quality of regulatory work like the initiative of SLIM
 and BEST
 and the introduction of Business Impact Evaluation
 and the Business Test Panel pilot project
 have not always produced the expected results. One main point of criticism is that the preparatory phase is often regarded as insufficient, particularly as regards the analysis of the impact that the proposed measures will have on economic operators and other interested parties. There is a claim for a more in-depth, systematic consultation process, which should look particularly closely at whether a regulatory solution is really needed. Another problem is that the application and verification of Community law within national systems often require measures, which can have a differing impact on economic and social operations.”

Steps Towards Contemporary RIA implementation and current dilemmas – Slovenian case 
a) Law and economics perspective

Steps in society always depend upon influential factors which consist of the famous law-and-economics matrix namely uncertainties and incentives (costs …). We could trace down costs and benefits of different interest groups which could influence implementation of contemporary RIA in Slovenia, and then evaluate possibilities for real action. This would be a starting RIA for RIA. It seems that incentives for RIA are positive; benefits are higher than the costs due to some current steps in Slovenia. In Slovenia we’ve seen some real action on RIA implementation, however not as much as one
 would define as optimal. The regulatory impact analysis is not the most favourite subject in (Slovenian) polity. Politicians and key regulatory administration managers somehow avoid it since they perceive it actually as their path to self regulation. Raising transparency and implementing stakeholder system in regulatory design process with cooperation of affected parties and important public dialogue is still much left to ambitious public administration directors and managers. Although, this should not be necessary the case, since what political parties in power lose from RIA on the side of un-transparent political market of redistribution and hidden support, they gain on the side of transparent market of votes, where participation and dialogue gain respect to parties and support from the voters. This is another step toward successful governance and evolution of society. Incentives come also from abroad. Much is done already by the implementation of the EU acquis communautaire, where room is made for better and more transparent regulatory practices. Participation and consultation is made possible. 

However the institutional supply of participation and consultation is still weak. Partly it is due to national specific implementation mechanisms of “better regulation” which still have to be developed, institutionalised and become part of the culture. Another factor is still the weak demand for RIA from the civil society, which could also supply more “unofficial RIA” if properly organised. When it is about transparent participation as well as transparent monitoring of the regulatory implementation processes from the side of different stakeholders, interest groups, civil initiative and NGO’s incentives originate from awareness. Awareness depends on several factors, inter alia, transparency of responsibilities, property rights and information; know-how, practice and experience.
b) Implementation of RIA in Slovenia

Let’s now try to summarise certain current steps taken to address RIA in Slovenia. The regulatory reform programme in Slovenia launched several parallel steps and complementary measures to address problems of awareness and to shift administrative procedures in the direction of OECD recommendation. In order to improve regulatory quality Slovenian Government started with steps to raise unnecessary obstacles to competition, innovation and growth. 

In April 2001 the Slovenian Government established a special Unit - the Commission for the Lifting of Administrative Barriers. Until now Commission issued two Governmental Reports containing goals, methodology, methods, measures, directions and the results of administrative regulation reform and integral modernisation and reform of public administration. The reform is focused on a positive administrative culture in Slovenia supportive to business environment, trade and investment. The major attention is given to simple legislation procedures, abolition of unnecessary burdens and procedures, merging of procedures, etc. Important projects of the Government Commission strategy are implementation of the e-government, principles of contemporary human resource management in public administration and education of administrative employees, introduction of total quality management standards in public administration (directive for stakeholders’ model implementation, working hours, ISO standards, and harmonious internet informatisation of the public administration...). Steps have been taken towards "one stop shop", for flexibility of labour market for import of foreign labour, flexibility of construction market and building permits (laws on building and land use etc.), integration and cooperation of local communities into administrative procedures. In 2002 Slovenian Government Secretary General issued updated guidelines for the preparation of a working programme, which also contains a plan for implementing regulations. For each piece of secondary legislation, reasons, relevant terms of acceptance, competent ministries and governmental bodies should be stated.

In 2002 Slovenian Government launched a new project to improve assessment and implementation of the Regulatory Impact Analysis. Ministry for Internal Affairs charged inter-ministerial Working group on better regulations and law making. It is composed of the directors for better regulation. Two main starting objectives of the Working group are:

· The objective to collect and process information about best practices in other Countries

· The objective to set solutions and strategy for RIA in Slovenia

The group follows certain timetable according to which in October 2003 solution in a form of Act on implementation of RIA in Slovenia has to be provided. 

The group has assembled two times so far and identified four basic fields of questions:

1. Which national specific form of RIA Slovenia should implement?

a) RIA Guidelines and recommendations

b) Government proceedings on RIA 

c) The law

2. The question of implementation monitoring?

d) Central governmental body (Government Service for Legislation?)

e)  Gatekeeper – Ministry of Finance or Institute of Macroeconomic Analysis and Development

The question of responsibilities is a central issue. How to set competences, relations, bearers and location of the gatekeeper? Second question concerns human resources. Which part to outsource?

3. The extent of regulatory impact assessment?

a) Across the board

b) Pilot projects 

4. Public dialogue - consultation and participation?
f) Public dialogue - stakeholders, actors and interest groups concerned

g) Regulation and prescription (notice and comment)

h) Political support

Complementary measures to provide effective and efficient RIA processes in Slovenia are:

1) The Draft on public consultation and participation Bill is being prepared by Ministry of Internal Affairs and Ministry for Information Technology, which is expected to be issued in autumn 2003. a) Participation, b) Notice and comment;

2) The Draft Freedom on Information Bill is currently going through the National Assembly and is expected to be issued in Spring 2003.

� Viscusi et al. 2000. Economics of Regulation and Antitrust. The MIT Press. Cambridge, Massechusets.


� See European Parliament Project. Luxemburg, 4 May 2001.


� Came into force on 15th July 2002 (Official Gazette of the Republic of Slovenia, No. 35/2002).


� Poland and Russia being the only exemptions.


� EPCRD Network Questionnaire. 2001.


� The Swedish Enterprises Reports Delegation – FUD, analysing economic impacts; SimpleLexGroup simplifying the legislation and establishes a panel for entrepreneurs; and National Audit Bureau, granting independent review of RIA and issuing guidance.


� OECD-Report: Regulatory Impact Analysis, Best Practices in OECD-Countries, page 27-158.


� TAIEX office of EC organized seminars on parliamentary lobbying. 


� EPCRD Network Questionnaire. 2001.


� EPCRD Network Questionnaire. 2001.


� The SLIM programme – proposal for simplification of regulation in the pilot project (Simpler Legislation for the Internal Market) - a new, targeted approach to reviewing and simplifying Single Market legislation was developed, in partnership with Member States and with those operators affected by legislation. Communication of the European Commission to the Council and the EP: The Business Test Panel – a pilot project.


� The Business Environment Simplification Task Force (BEST) for a further contribution to improve the environment for business by proposing measures to reduce the unnecessary administrative and regulatory burdens which restrain the development of European business, particularly SME’s.


� The Impact Assessment System has existed since 1986. In 1990 a Revised Impact Assessment System was installed: A financial impact assessment necessary only for those legal projects that bear important consequences for the economy.


� Launched in 1998. Panel was composed of firms of all sizes, including SME’s and should have a sufficiently broad geographical and industrial coverage. Objectives: 1) Quantifying the compliance costs and assessing the administrative burden and compliance costs for business of proposed new legislation within tightly defined time limits. 2) Identifying alternative solutions, which would achieve the same objective in less burdensome way.


� For example one could be defined as a rational citizen or maybe law&economics scholar.





� OECD, Paris 1995, Recommendation of the Council of the OECD on Improving the Quality of Government Regulation (Foreword, Reference Checklist, Background Note).


OECD, 1997, Regulatory Impact Analysis: Best Practices in OECD Countries; OECD, Regulatory quality and public sector reform.


� Regulatory Impact Analysis (RIA). Development and current practices in the EU Member States, on the EU level and in selected third countries. European Parliament Project. IV/WIP/04/0012 0019KHO/KW/SB/rh. Luxemburg, 4 May 2001.


� http://www.dz-rs.si/en/aktualno/spremljanje_zakonodaje/poslovnik/poslovnik.html


� Answers to the Questionnaire on Procedural Rules in the Adoption of laws and on Responsibility of the Government Before the Parliament, EPCRD seminar, Skopje, 2002.)


� Krašovec, Tatjana, 2001. Background Information on Law-making Questionnaire.


 http://www.riigikogu.ee/osakonnad/msi/ecprd/Slovenia_Assamb.html.





PAGE  

