Regulation of impact
assessment of laws drafts in
the EU
IZKFF!‘}%%%@E% ljl@?ﬁﬂmﬂ?ﬁn

|

Josef Baum

University of Vienna
September 23th, 2013
Lecture Renmin Daxue



Josef Baum (Z)Z K- #H4)
University of Vienna (BEHIF|4E#,45 K2%)

Interdisciplinary senior researcher (BRI EHIFRR)
Economist and Geographer (&3¢ 5 ~)

Dr. rer. soc. oec., Dr. rer. Nat. (ft25 B #BL 20 # 1)

Department of East Asian Studies, University of Vienna
Institute of Geography and Regional Studies, University of Vienna (/E

HTHBYHRFZRTEA TR HE S X R FE)

LT HB4E: josef.baum@univie.ac.at
NSAFETL: http://www.josefbaum.at

The slides Nr 7,8, 14, 16-21 (partly) are based on lectures of Andrea Renda, Senior
Research Fellow, CEPS,

one of the worldwide top experts on impact assessment

PPTH, 287, 8. 14, 16-21 (H4) RET —MEHFLZELWMEMN TR,
CEPSHITR 25T ;A Andrea Renda G4 T 7T B 2R


http://josef.baum@univie.ac.at/
http://www.josefbaum.at/

Josef Baum
was external expert in
EURALIUS-
European Assistance Mission to the
ALBANIAN Justice System

(L3R RS B AR KPR B BT
/RERIEFAERGERISE L0

His task: improving impact
assessment in legislative drafting by
providing adequate European best
good practice

(il G REE TAER: R

e, BT EHRERMLE [

BR AU R HER PR

Albania

International Boundary
Road
Minor Road
Riwer
%  National Capital
* City or Town

100 KM
1 |

100 M|
1212007 Geology.com

eles

) MACEDONIA\.




The main purpose

of impact assessment of legislative drafting
is to deliver information to

CEREEZIMTFNMNEZENETETIIERMEEER)

* legislative drafters, (VEfFEEH)
 decision-makers and (FUERIRFEE)
« stakeholders (F|ZEAHITFE)

on (FEEBFHWMHFNE: D

> on the effects of regulatory options, ({EF T HI% % B %5
> the relevance of the impacts and (FHI<HIFZM)
» the opportunities to reduce possible negative effects

> GHBRR]RE I IR T 2 L2
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The main orientation
of impact assessment of legislative drafting

CEEEEEZMENEEERD

* The transformation from the usual dominating fiscal impact assessment
To a comprehensive impact assessment

CHIE 5 25 R PR 353 1R 8 & B 4 TR 52 I DA 55 22D

“Visualisation” of “external” effects

CHMER I B T AR

Impact assessment in the EU - Josef
Baum



Aims of the European Commission on IA:

PR B 2% B =~ RIVA TR PR B A

1. Simplify and improve the regulatory process

(b I s A I A
2. Minimise costs of regulation  (Ji b JiL 1] il 4 )

3. Consider impacts of actions on the environment, economy, society
CRE AT BT . &5 A 2 1) 520D

4. Promote early coordination and efficiency

(ALt 5391 0 8 I i 3D

5. Provide opportunities for stakeholder input and enhanced

transparency CAR|EIAHRE KR E Wi AL FF G 9miE B D

6. Help avoid inconsistencies across policies

(G By T8 S A SR BUR 2 TR A 1 5%



Current status of IA in EU

|A 7ERK B3 ) BLIR

[see Renda Andreas] (Z i Renda Andreas HIH/F 57D

» currently adopted in many EU countries and at EU level,

CH FIEVF 22 R R 01 [ AN CRE = T80 D

» |Ais seen as a useful tool in support of more efficient, effective, transparent
and accountable policymaking

A BRI R B SR BOR A R T A

» The focus and depth of assessment change remarkably from country to
country

CPPAT B B ROMIER BEAE S E 22 1A B B 22 57D
» Mixed results and also failures - IA requires resources and transparency

(R I 45 AR ) 20l — — IAZE SRR (A5 B ORIZALE W )



IA: Main tasks X EBAT%

Analysis of status quo IR 43 #1

Identification of need for regulation i il 75 < B 1R 71
Analysis of alternative policy options 4 B SR %8 B 10 40 #7
Consultation LT ZH &&=

Collection of information 15 B4

Identification of preferred option i [a] 14 1% £ 1115 71
Indicators, e. g. cost benefit analysis, risk analysis

BT, WA A, RS A

Input to drafting 49 N 5
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Sequential steps of impact assessment

AT 20 B

Procedural clarification, methods, criteria
MR ERu, 5k, teifE

Policy context and problem definition
BT R ] et o)

Objectives E.4& H¥x

Subsidiarity? 4 B4 J5 )

Policy options ¥ 2 1% $&

Results from consultation of interested parties
) 20 AH 29 7 B T 1) & SR

Analysis of impactsiZ i 7 AT

Comparing the options according to criteria
IR HE BRI XT AN [l e 8347 LUAR

Monitoring and evaluation
WA PEAy



Objectives should be SMART
HAnMiZ “HeBH”

Specific: precise and concrete enough not to be open to varying
interpretations. They must be understood similarly by all.

WA RUERSRAAIEAR, JEHAREH 2 MR Hisw At R R AR
[ Y 2 A

Measurable: define in measurable terms, so that it is possible to verify - either
guantified or based on a combination of description and scoring scales.
AL s fiE AT R Rk, DM A —— TGl & T AL Ik 2 2 T4
5 INFRE R E

Achievable: those who are responsible for them must be able to achieve them.
ALSEREIR s SR AR ] ASE R H A5 .

Realistic: ambitious - but also be realistic so that those responsible see them as
meaningful.

SR AT —— (A EFE I M S E AN i E .
Time-dependent: Objectives remain vague if they are not related to a fixed
date or time period

I T2 b e B s AN RBCA 2 B H YTES TR B, H AR AR R Y

Impact assessment in the EU - Josef
Baum



Useful questions at IA: (1)
ST PETFERBEE: (1)

(Finland Impact Assessment Guidelines)

(ZF=F v $era)

Which groups of people, businesses or other interested parties and which
geographical areas are the main subjects impacted?

MRS N Aol Bl H AR gt FE AR It e 52 55w 1Y) T S A 2

Do they extend over broad swathes of society, or do they have a more
pinpointed effect on a given social sector or subgroup?

AT SR 1A e, B AT 15 % 45 18 i E o 3T T Bl
A= A B BB I RUR

Are the impacts direct or indirect? Do they arise by way of different causal
chains or behavioural adjustments?P11 £

X LG EZ N 2 H BRI A (Rl 2 AT T2 15 ml DUE I AN [F) R 2R 25 5iAT
N EERAGFRETT?



Useful questions at IA: (2)
FE= R E T AL (2)
(Finland Impact Assessment Guidelines)

(SF=FM G 1E )

What, if any, are the collateral impacts? Can the possible negative impacts
be reduced or avoided in some way?

BORAFTE R UG, BT RO A AT 4 7 AT RISy 5 > et G v
ARSIV AT 2K

Will the impacts manifest themselves immediately at the entry into force
of the law, or only later?

XS B VAR A R 2 RN ZN B, 28 a2

Will the impacts be short-term or long-term, one-off or recurring,
temporary or persistent?

XL 2 F I KR, — MRS R 2 TERD, B AIE 2 K
AHI?



Useful questions at IA: (3)
R PEFTEREERE:  (3)

(Finland Impact Assessment Guidelines)

(ZF =S ara)

* Are there risks involved in the realisation of the impacts? Can these risks
be estimated and can they be managed?

o RRTAEAE BSR4 2

* What are the mutual relationships of the impacts and their combined
impact; what is the possible cumulative impact?

XA By 5 LR G R TR AH o< SR AT 2 m] BE ) R AR I A2 T

7



How compare options?
T LA [E] E Fm i 4 7

[see Renda Andreas]
* Weigh positive and negative impacts of each option

o BUHETREANIE A AL T A ST R

e Clarify concrete weighing and evaluation criteria of
efficiency

o JETERARFE S E SRRV AR

* A Cost-Benefit Analysis is not always appropriate

o AR T T AN B R BIE Y

 Rank the options and, but the final policy choice is a
political one

s FURRIEREHEFY (R0 A BT — B I



What is the value of human life?

NREMPIMER A7

What is the value of future human life?

ARRAREmRIPERTA?

Methodological problems in Cost-Benefit Analysis (CBA)
ARG M (CBA) HIJ7 12448 1) jt

Quantifiable? B] LA &4k ?

Subjective? i & 3 WA 2

E. g. “willingness to pay” results in very different

Bilhn: 5253 AR T R A5 R A A [F]

Values for human life along income, region and countries
Problem of discount rates for future lost lives

NRA U EEREE N . DO E S 2 57

R R AR i 1 2% BT 10 28 i) R

Finally: these are VALUE JUDGEMENTS

A& XEERR A E AW
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PROCESS OF IMPACT ASSESSMENT IN THE EU
Kk BB =2 N 1 2N RS

SPP=Strategic planning and programming /& 5 %1 5 ¥ it
IAB=Impact assessment board 52 M PE-A/) ¥ 5 2
ISC= inter service consultation [E B il 55 &1l

[see Renda Andreas]

Public Impact Preparation of main & IAB
consultation assessment supporting documents

" spp ‘

Around 52 weeks 6-18 'weeks

January /
September k‘;
\Year (n1) 7

Tra ns-mls.snor! to Adoption by the Commission rarskibios IS¢
other institutions (oral procedure)
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Example:
Positive health
and
environmental
effects

0. BT
e A

[see Renda
Andreas]

Source:
Environmental
Protection
Agency (2011)

Benefit Category
Human Health lmprovements

Examples

Commonly Used Valuation Methods

Muoriality risk reductions

Reduced risk of:
Cancer fatality

Awverting behaviors
Hedonics

Acute fatality Stated preference
Muorbidity risk reductions Reduced risk of: Awverting behaviors

Cancer Cost of iliness

Asthma Hedonics

MNausea Stated preference

Ecological Improvementis

Market products

Harvests or extraction of:
Food

Fuel

Fiber

Timber

Fur and Leather

Production function

Recreation activities and aesthetics

Wildlife viewing
Fishing

Boating
Swimming
Hiking

Scenic views

Production function
Averting behaviors
Hedonics
Recreation demand
Stated preference

Valued ecosystemn functions

Climate moderation

Flood moderation
Groundwater recharge
Sediment trapping

Soil retention

Mutrient cycling
Pollination by wild species
Biodiversity, genetic library
Water filtration

Soil fertilization

Pest control

Production function
Awverting behaviors
Stated preference

MNon-use values

Relevant species populations,

communities, or ecosystems

Stated preference

Dther Benefits

Aesthetic improvements

Visibility
Taste
Odor

Averting behaviors
Hedonics
Stated preference

Reduced materials damages

Reduced soiling
Reduced corrosion

Averting behaviors
Production / cost functions

MNore: “Stated preference” refers to all valuarion studies based on hypothetical choices, as distinguished from

“revealed preference.” which refers vo valuartion studies based on cbservations of actual choices.

Impact assessment in the EU - Josef
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Problems of IA at the European Commission and in most
countries

RN ER B E RS MRS a5 E F £ /Y e

[see Renda Andreas]

* time pressure I [a] & /]
 scarce resources %5 bk
o sufficient qualification (/) RS B 5

* lacking of support by relevant players or input from them.

« BRZAMKZHE W SHFEIRA



Has IA improved EU law drafting?
s AR AR R ERERET IR ?

[see Renda Andreas]

=" Mixed evidence, but tendency is promising
SR REs, HBEAEL

=" More accountability for the quality of analysis and for the selection
of proposals

T o i A DO B BE 22 B AT
=Uncertainty on the methodology: CBA or what?
EJTER BRI E M : CBAEZAT A7

*Too much emphasis on costs, rather than benefits

LLIr SR AT, 1A 2 R e



Possible solutions are

AT RERIMRIR T R

[see Renda Andreas]
adequate institutionalisation,

& AL,

awareness measures,

=R

gualification of personnel

FHIR N D) B b

Develop a mechanism for identifying priorities for impact assessment
i e 52 e T B e TR B Al

Establishing pilot projects for more comprehensive impact assessments
D9 B8 A T R 2 M PP AL 2 N el s T H

Providing transparency and access to information and the results in the
process of impact assessment

FESZ M PEAS HERE FP 3R LB W AR IUE B 5 25 R itz



2@ IMPACT ASSESSMENT IN THE EUROPEAN UNION

kg o e

Andrea Renda,
Senior Research Fellow, CEPS
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Case Study
The IA on the protection of pedestrians
and other vulnerable road users

Andrea Renda
LUISS, CEPS, IAl, EUI
2 May 2013
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The context

* |nthe EU25 as many as 43,000 people are killed and nearly 1.7 million
injured each year as a result of road accidents.

 Of these, as many as 8,000 vulnerable road users (pedestrians and
cyclists) are killed and 300,000 injured.

* Measures to reduce these figures for vulnerable road users are
recognised as necessary.

A Commission White Paper of 2001 sets a target to reduce the overall
road toll by 50% by 2010 and recognises the role that improved safety
measures in vehicles can provide, in particular by encouraging the use
of active safety systems.
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The context

 EU Directive 2003/102/EC mandated that certain vehicles
be required to pass a number of performance tests in
two phases (one from October 2005, one from 2010)

 However, consultation and an external study revealed
that some of the phase Il tests were not feasible, if not at

very high cost

 The IA looks at potential alternatives to achieve the same
levels of safety set by the 2003 Directive
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Objective of the proposal

“The objective of this proposal is to provide an
acceptable level of protection for vulnerable
road users in the Internal Market by the
definition of adequate product standards
while at the same time removing the lack of
feasibility in the application of requirements.”

Commission IA, page 7



e

Types of tests — Phase Il

Legform to bumper: One of the legform tests (lower legform to
bumper or upper legform to bumper) should be performed at a
specified speed and acceleration.

Child headform to bonnet top: The test is performed at an impact
speed of 40 km/h using a 2,5 kg test impactor.

Upper legform to bonnet leading edge: The test is performed at an
impact speed up to 40 km/h. The instantaneous sum of the impact
forces with respect to time shall not exceed 5,0 kN and the bending
moment on the test impactor shall not exceed 300 Nm.

Adult headform to bonnet top: The test performed at an impact
speed of 40 km/h using a 4,8 kg test impactor.



P'S

Examples of test guidance

; Adult
Child head
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Child and adult head impact Adult leg impact (upper and full legforms)

o -
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More rapid braking

1 ° Br{tking with brake assist
Active safety: BAS B i
- - = 3 ]
e
./
i
// Without brake assist
&~
7
_/

Brake pedal force

Impact assessment in the EU - Josef
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Active safety: BAS

This red, triangular symbol represents a
Japanese stop sign. It appears in the
upper-right corner of the navigation

Bfl system’s display screen as a visual warming
that the driver is approaching a stop sign.

&

F

-2 3) Brakes applied by driver

Navightion system display screen

/

Sequence of System Operation

Arear-mounted camera picks up road markings in advance of a
stop sign; the markings are cross-referenced against

navigation-system data to accurately calculate the distance Japanese-language
remaining before the stop sign. road markings telling
motorists to stop

A

Short, low-pitched chime;
“Stop sign ahead”

1) Initial stop

2) Reminder
sign ale

warning

mo Road marking read by camera | 4) Brake Assist activated
5;:;3.3";‘;9: Approx. 4 sec. before stop sign
of viow . Approx. 100m

Impact assessment in the EU - Josef
Baum
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Other measures: pop-up bonnets
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Steps of the IA process
Define Problem and Set Goals

1.

2.
3.

Define and refine the problem and its drivers to ensure the broadest possible range of
potential solutions

Establish a baseline — what will happen under the status quo?
Set the goals for public policy

Select Options and Collect Data

4.

5.
6.
7.

Consult with stakeholders to validate problem definition, problem profiling, baseline, and
goals, and to identify issues and potential options

Select the options to be considered
Select the method, scope, and depth of analysis

Map data needs and collect data on detailed benefits and costs of options through
business surveys and other data sources

Analyze and Consult on IA and Draft Policy

8. Analyze, compare options, and draft IA and policy documents

9.

Present IA and proposal to stakeholders for consultation

Finalize Proposed Policy and IA

10. Refine and finalize IA and policy after consultation



70
wm

Does the IA:

* Define the problem adequately?
* Explain why action is needed?

* Report and consider the results of the
consultation?

* |dentify all possible policy options?
* Assess all possible impacts?

* Correctly assess the impact of the proposed
options?

* Correctly compare-alternatives?



[sist
Structure of the Commission IA

1. Problem definition
Set objectives
Identify policy options

W N

Analysis

— Technical impact

— Vehicle Scope

— Economic impacts

— Social impacts

— Environmental impacts

— Other impacts

— Sensitivity analysis

— Potential compliance problems

5. Monitoring and evaluation
6. Procedural issues and consultation
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Options selected in the IA

Take no action and possibly postpone the dates of application
to allow further progress and continue monitoring progress

Amendments to the passive safety requirements of Phase Il
in accordance with an industry proposal

Moderate amendments to the passive safety requirements
of Phase Il in line with suggestions originally made by the
external consultant in 2004

Amendments to the passive safety requirements of Phase Il
in accordance with the results of the study completed into
the feasibility of Phase Il in 2006.

Provide amendments to the passive safety requirements of
Phase Il in accordance with the results of the study and
require the use of additional active safety systems —in

nartictilar +tha Rralra Accict Cavetorm (RACY  +A onclire Ythoaro ic
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The Commission’s tasks

Proving that the two test phases in the 2003 Directive are
adequate to achieve a sufficient level of protection for end

users
Proving that phase Il tests are not feasible
Selecting all possible alternatives

Proving that the chosen option is superior to alternatives
— ldentifying all major costs and benefits

— ldentifying all other possible impacts

— Applying sensitivity analysis

— Accounting for technical progress

— Accounting for road users’ behavioral response



e

Comments — baseline

 The 2003 Directive was never subject to any IA: should
the Commission have provided an analysis of the
soundness of the tests imposed in 20037

 The 2003 Directive was (and is) not in line with the
international standards: should the Commission be more
ambitious than the Global Technical Regulation (GTR)?

* Could a global solution agreed with other governments
lead to a more sustainable and trade-neutral solution?



Options (1)

=

Table 1 — Overall assessment of options

P S}

Industry Proposal Passive Proposal Passive plus BAS
(Option 2) (Option 3) (Option 4)
Feasibility h A h
Fatality Reduction e L AR
Cost benefit A L AR
A Positive A  Very Positive W Negative

Where does this table (p 10) come from?

(by the way, the numbering of options does not fit the IA’s numbering)

Impact assessment in the EU - Josef

Baum
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Options (ll)

* The |IA seems to suggest that the decision on the best option
was taken before the IA (see p. 10)

* Does the Commission adequately consider self-regulation or
co-regulation?

* Could a better voluntary agreement be obtained (the one
quoted is from 2001)?

* Have other technical measures been adequately considered?
— E.g. Measures based on safe collision speed
— Behavioral measures
— |IT-enabled measures



e
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Consultation
* |s17 replies enough?

* Are the results of the workshop adequately
reported?

* |s the result of the consultation clearly
explained?
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Impact analysis ()

* Costs of the amended passive safety requirements:

— Based on the simplest assumptions (no pop-up bonnets or spoilers
fitted to vehicles), present annual costs for implementation of the
amended passive safety requirements are estimated at €575m, to
comply with the proposed Regulation. This is the considered cost for
the industry and is translated into a cost of €805m for the consumer.

— Taking into account potential pop-up bonnets on specific vehicles, the
total cost is €771m, which translates into €995m for consumers

e A 40% mark-up is included to transform business costs into
consumer costs.
— Does this mean 140% passing-on downstream? And why?

e No discount rates: why?




e

Impact analysis (1)

Costs are neither provided for implementation of
the existing phase Il requirements, as they have
been considered to be unfeasible, nor for the
installation of BAS.

— BAS is shared with the ABS system - the immediate cost, for

the basic installation requirements, is considered to be
relatively small.

This also means that the status quo option (assessing
Phase Il costs) is not fully analysed by the

Commission — unfeasibility there means that tests
are too expensive, not that it is truly unfeasible!!



=

Impact analysis (lll)

P S}

Financial Benefit (€ million)

Industry Proposal Commission Proposal
Existing .
Directive Without With Without | With BAS With
BAS BAS BAS I BAS II
— 3107 8438! 3398 8849! 11,509
4855" (100% o
Benefit Value (m€) | 4855° (100%) (64%) (174%) (70%) (182%) (237%)
Ratio to Industry _ " , 1 a. . _
Cost of 71 1m€ > 6.8:1 4.4:1 11.8:1 4.8:1 12.4:1 16.1:1
Ratio to Consumer
1.9: 3.1: S 3.4: 9: S
Cost of 995m€ * 4.9:1 3.1:1 8.5:1 3.4:1 8.9:1 11.5:1

1,2 hased on assessed numbers of fatalities and injuries and on casualty costs of €2.021.999 per fatality,

€227199 per serious injury, and €17.513 per slight injury. No discounting has been applied.
*3 Assuming costs for all vehicles including 'pop-up’ bonnets for some categories

4 allowing for commercial mark-up to consumer.

Impact assessment in the EU - Josef
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Impact analysis (V)

e Social impacts

— In the examination of the existing directive (i.e. the ‘do-nothing’
option) it was indicated that the expected reduction in fatalities for
the EU-25 would be in the order of 626 and, for serious injuries, the
reduction could be as much as 32,000.

— In comparison, the respective figures for the presently proposed, and
feasible, requirements including BAS |, increase to 1,128 and 46,000
respectively.

— By moving, in the future, to BAS Il the figures would indicate an
increased level of protection of 242% for fatalities and 177% for
serious injuries saved.

 Are these the same benefits counted under financial benefits
(economic impacts)? Did the Commission put lives saved into
economic impacts?




Sensitivity analysis

B

Effect of present proposal including BAS 1

in comparison with the present Phase II requirements

Assumed Assumed
T installation » Serious injuries Financial
Installation . . Fatalities saved o .
level for BAS compliant with saved benefit
BAS 1
0% 0% 181% 144% 182%
10% 5% 175% 140% 176%
35% 17.5% 159% 132% 162%
50% 25% 150% 126% 154%

Impact assessment in the EU - Josef
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Monitoring & Evaluation
* No indicators?

* How can the performance of this piece of
legislation be evaluated?

* Why no review clause?
* Why no further consultation mechanism?
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Concluding remarks

= One of the key issues in |A is explaining the rationale followed by the proposing
administration: in most cases failing to illustrate the rationale reduces dramatically the value
of a IA report to stakeholders.

= The lA relies almost entirely on an external study, and seems to adopt a decision that was
already taken in advance.

= Consultation is key to IA, but to be so it should be carefully designed!
= Also, consultation results should be validated through other sources.
= Use of quantitative data can be replaced, to some extent, by qualitative analysis such as

scorecards and comparison tables. That is better than re-using the same data when they
don’t answer your questions!

Impact assessment in the EU - Josef
Baum



