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WHY’REFORM REGULATIONS?™

PRVANGET: tral flinction of any democratic government is to
PIoIOLETthE economic and social well-being of its
PEC pler Governments seek to meet that objective in a

SidEVariety of ways, including through policies aimed at
:- lacreeconomic stability, increased employment,
= mproved education and training, equality of opportunity,
= promotion of innovation and entrepreneurship, and high
~~ standards of environmental quality, health, and safety.
Regulation also is an important tool that has helped
governments make impressive gains in attaining these
and other desirable public policy goals.




EOVEMMERLs have Iong Used economic, social, and administrative
Egllatiens to align better public and private interests ini markets.
REGUIawens willfcontinue torbe an important tool for preserving and
eeVeneing Public Interests. There is a real risk, however, particularly
RReRtImENDl profound and rapid change in economic and social

soRaitions, that redgulations can become an obstacle to achieving the

Ve economic and social well-being for which they are intended.

=S| governments have a continuing responsibility to review their own
s == Jregulations and regulatory structures and processes to ensure that
= they promote efficiently, effectively and democraticaly the

economic and social well-being of their people.




S
JUESTIONS ofconstittitionallaw =

SINIIENIESICClassical question of constittitional law: in the context of
Jr gividalial and collectivity is WHO and WHERE (functional and
tarrjie ﬂal) canl and should decide (regulated) WHAT, under any
(“Jrcu istances. And add: WHEN, WITH WHOM, WITH WHAT WHAT
JO@ INFEOSTT, and especially WHY and HOW? This is desirable
PECALISE the optlmal decision (optimal control), and that means
N ECegnIZNg the theoretical and practical achievements of good
—_— “governance, and adopt the best possible technology design "rules”
o = and the ex ante evaluation of the situation analysis (policy - policy)
~—  initiatives across the stage to the stage of adoption, and ex post
evaluation of the implementation phase, a phase of monitoring and
réview and re-start the process known as regulatory system.




galiSEE anad teleologys

So-czllied H@htSTISSUes dating from' the time off Aristotle. .

o Wrlee s UhNEr calsa. erficient , a causa materialls, as the causa
i0liiE)/5 end causa fii na//S

o Or Ese duestions the whole history can be reduced to Hegel's
Kingrthat the whole history down to win freedom. The first one
m iree (despot), it would be just few (great lord/noble, aristocrat,
S prelate), and then all of them people).

r -«'U“il-—hstory can be viewed through three ontological revolution:
= Equality before the God;
=~ Equality before the law;
= Equality in work and life.




N
RESOIUIICES OfiiegulateRysystem™

SOSCE (Tihe Organlzatlon for Securlty and
Co Pperation in Europe)

2 BMA (Suprort for Impoverment in
= overannce and Management in Central
—  and Eastern European Countries)

o PUMA (Public Management Service)

L =




Whiat is regulation and

r's ulatory reform?

SRREGUIations can 19e d|V|ded |nto three categories:

s-conomic regulations intervene directly in'market decisions
s NChrasipricing, comﬁcetltlon market entry or exit. Reform aims to
IEHEESE ECONOMIC elficiency by reducing barriers to competition and
mrLr ation, often through deregulation and use of efficiency-
Promoting regulatlon and by improving regulatory frameworks for
= market functioning and prudential oversight.

= _,q‘.-=-$'" cial regulations protect public interests such as health, safety,

— 'the environment, and social cohesion. The economic effects ‘of

= social regulations may be secondary concerns or even unexpected,
but cani be substantial. Reform aims to verify that regulation is
needed, and to design regulatory and other instruments, such as
market incentives and goal-based approaches, that are more
flexible, simpler, and more effective at lower cost.




Al mstratlve regulatlans dre pa pe rwork
andadministrative formalities — so-called
Jeditape’ — through which governments collect
r fiormation and! intervene in individual economic

B oNhd social decisions. They can have substantial
—1mpacts On private sector performance. Reform
aims at eliminating those no longer needed,
streamlining and simplifying those that are
needed, and improving the transparency of
application.




,_' = company, p

raﬁc Jlatory.answersf

\/\/JFJFL an)ges (@lebalization; differentiations and_integration;
1 o]

T f) ejﬁ Ghignges (reforms) are "regulatory answer" to the vision
iEN7/55/0/7101: State and overstate associations, but increasingly
run tate entities, regardless of how it comes to them as belonging

_'rc e type of law, schools.

egulatlon Is' technology (recipe) formatting “rules of the

-=_game” that I|1Jart|cular society, government, community,
ysical and legal persons (only) are defined in

-~ relation to the visions that are intended to develop and
practice, and the missions that are awarded/recognized
various institutions selected for implementation of goals
and values, and to satisfying the needs and interests of
citizens, their families and groups.




R iRYANaY Treguiatory system Cani be taken as a model of traffic

COntr ol (red-yellow-green traffic lights and gas and brake), and for
allftiat i not Good,, True and Beautiful (so evil, false and ugly), a
rJJe Bllbwiand red traffic lights (STOP!) and to react brake;

analthatiis Good, True and Beautiful open green traffic lights (LET’S
(‘f’ piNand responds by adding the gas. Of course it can not access

T —_-'F armechanistic (copy paste).

= ifiis isis0 because the current model of traffic control is alopoietic,
—— *because the emphasis is on the vehicle and the road (physical

- capital)-and not on the driver (the motivation - the attention,
knowledge and cooperation, in short, the moral, inteleketual ‘and
social capital). New paradlgms are needed that brlng spirituality,
vitality, self-renovate, self-regulation (self-ubringing, self-education,
self-organization), brleﬂy AUTOPIETIC.




INPORaNETo develop d shared vision (accordlng to
Senge), whichiwill' be continually deepen; expand

J tlful than the usual results. Wlth better and more
BreEcisevision essentially is well perceive reality in its
— etallty, and especially its people’s feelings and thoughts
ji *"—‘.tﬁrough words and actions that would be realized quality
= social, economic, legal and sufficient cultural
development of soaety With the vision necessary to
define the mission and goals. It is an area of natural

learning, psychological, social and technical sciences




Speialidevelopment and evaluation.
SIFLIE regulatory system

SN AISRERSYSIEM that IS flocusSed on the futlre, contains certain changes
(UrgGEriainty), then the risks. Therefore It is' necessary to reduce these risks
to) 2 nallnllaslClggh
NOWEVET the) rat/o)of the regulatory system is its evaluation in relation to
ierbiaiand stipulate the measures and the effects that have to be
cpPlIECN O SPECIfic social development. Primarily this involves the complete

SeGeidfdevelopment of specific areas, whose components are:
P inaividuall development,
B (i)Forganizational development,
= (li)réconomic development and,
(iv)_cultural development.

Each for himself, but in synergy give holisitic development. It is necessary.
to identify the main contents and forms of development, to grasp the

essence of their (internal and external) and then just explore and create
HOW to realize.




ANLOPIESIS apreach

Orl\/ IsSteferming, Wiichrcarries autopoietical, 1n'a manner that
SsUiEs the unity are simultaneous entities, ‘and cognitive

5 p —‘,ﬁ 1ess and normative closure, is a chaIIenge for regulators.
PrilyAnruisiway part and part, part and whole, and the whole unit
,cjrm Hetwoerked.

SRWAIIROT=6HIS 0ngoeing process, largely irreversible, which should be
S Ghiriched withi the classic para igm of a completely new one. We
-"‘--s I|eve that there is no fact that is not connected to each other, but
== man's knowledge, upbrln?lng, education, culture and general
|

;-‘-"'" = environment is often the limit

o WWe should start from ourselves, from theory of self-organization
and theory autopoiesis combin guestions and answers within
these componenets of social development.




We believe tat aCCess to auUtOPOIESIS and seIf-orgamzatlon

(hesreical and practical) enables the connection of causality and

el RO IECESSILY and freedom, nature and man. Without it we
gleNoneed tol live ini less democratic and! less efficient organizations.

J ;JJr ‘efficiency and high democracy with minimum pollution

lGitnatune can be paths to freedom. With the deepened
Elnderstanding and appreciation of these three objectives can be
B Overcome sustainable development, stagflation, environmental
— *-'—problems because knowled%e about the goals (teleology) can
= cleiminate entropy. The problem is fow to exercise aecision-making
PIOCess . acheving the goals of efficiency and humanity.




J\Ja:'r-_t-' =2 0f laws

NN IIES 0/ LES, D) jUs: IETS weII knewn: and acceptables that the law'is
relaitionsille between people. Therefore, human nature must be
ficinllic fAwithe It must start from human needs. This helps us
Maslow hierarchy of needs. In this context, an important
ievation, drive, why do something that makes a man/do not
IiciE) What are the inner motives, to recognize them and how they

—i et Manifest is through the expression of the will - want to!

=" {Jnavoidable Plutchik theory of emotion (positive and negative

."-=- 4-'—emot|ons% which helps in dealln? between man and nature, biology

= and psychology. General theory for understanding human
development to free and creative man thinks he remembers,
communicates that he thinks, and acts as he says/writes. It is this
sense of transformation in thlnklng, thinking in communication,
communication in action is quite neglected in social research.




Igsuitmentss .,

Shljerknowledge (and' skills) are necessary for
efn ency and effectiveness, and for democracy
i lich reguires professional education (formal
and nen formal), but as more and self-education
= ﬂ %nd life-long-learning.

="¢ Scientific and technological development allows
~~ Us great freedom to create, a better quality of
life and higher standard of spiritual and material.
These are likely to be used.




Economic development can bereduced to the questlon / answer
HIGIGERT0 realize the fastest return on investment of resources
iretionality, efficiency, effectiveness, productivity, ....). In other
WEKES,WHESE MOest investments - in bUIIdIngS equipment, people.
WIENECONIONIY Calli e reduced to optiamal resource allocation. \We
i 2ralifaware of the importance of investing in human capital

Uman; resources - HR). This implies a moral, intellectual,
esthetlc capital.

‘quies off game should be controlled through ranking of the capital.

~ Until'we are significantly more invested in the development of
motivation: (according to self-actualization), the knowledge
(tehnical, economic, humanistic), the self-rganization within and
between organlzatlons we will have a constant low level of life.




b Y
Reg.t- ation' asypelitical instrument™

o Be Ieror always control as a political instrument should
2, q‘ aeeount of the process, which must be democratic,
WEEEUISENE always threatens to "democracy deficit™.
' I eELgh democracy is known to reduce the procedure,
Jekorten only a majority decision, increasingly in
_---.--_-_—'~'" Odern democracies to calculate and with the
== *-'-partlapatlon of interested parties, human rights and
= fundamental freedoms and tolerance, and good judicial
review. Ithe same is tantamount to "good regulation”
or "better regulation”, we can be described as

optimal regulation




e
FegL ationras,the rulesefdaw: =

REGYDIEoN' as the rule of Iaw ="rulesithat are realized through the
oNe) Jegiimacy, ard Iegality, or goVverment.

pERUIEof Law or a legal state (Rechtsstaat) is a form of

ng= NMmEnt infwhich government activity is not arbitrary but are

Pesedionipre-established rules of the game, legalized by the people
Jr\ e@ terparticipate in decision rules %rule making process).

SR IC I W0/d. 15 COmMPOSEd. of coexisting conflicting values and principles
= :-::f aand trienstitutions and processes. At this interpretation includes

"

— = any element of choice and creat|V|ty in the context of liberal ideas,

-

~Where social causes its raison detre have the standards,
processes and institutions, which must be considered in their
somal and polltlcal aspects. EspeC|aIIy stressed that the main

“regulators” become judges. All this opens up new approaches to
legitimacy and regulation.




SRMENUIE O IaWw, especially |ts changing mission, bearlng In'mind‘the
ezl changes when! its' welfare state Ieglslatlve activity focuses on
gzl ﬁollcy (Ieglslatmn in labor law, health care, social security,
2lieh): Clianges taking place and to enga?e the state in economic
r)olf} Aureugh Iegislation in antimonopol law, in competition,
LiIISPort and agriculture, to the present situation is more toplcal
SRVeIment in the public sector.

-"-- ihus the doctrine of parliamentary sovereignty, which is based on
== trustin the wisdom of the majority in the parliament today is on the
= Serjous temptations. The modern parliament is not a question of
majority, but often works through compromise (not to say trade)
comlgetltlon between interest groups. That is why democracy can
not be reduced to the idea of the mayority, but it implies
participation, tolerance and freedom for a | and everone.

c
—~l

J
~




RUI|ICTSECHOf:

NERERAMENGlOther things, to be expressed recognition of the
gligercEhy;, thiat the incidence off many: different entities in the state,
PIVetErand public sector, but alse a plurality of levels (multi-level
dEVEIIaNEE): s especially applies to the public sector. Regulatory
REI0r), as part of public sector reform, refers to a change of use
[eguiation as a policy instrument. There is still the central
g eveErnment, the state retains the authority and decision-making
== pewer fior the allocation of responsibilities, but at least it recognizes
B tilie existence of other entities that have the "right and abilit?/' to be
—  lie regulator and make decisions and manage a "substantial part of
ublicaffairs.” The fundamental question is how to animate
orizontal and vertical division of power, and coming to the
synergy of "top-down" and "bottom up” methods of

regulation.




NS ol regulations

o PeadulziEleghin |ts de5|gn and |mplementat|on
rently Includes five different elements. It Is
Eeommended that there are five such elements
© sasks This includes detecting undesirable or

—— snon-yielding behavior, developing tools and

= -sTrategles that are appropriate to the behavior,
the implementation of those tools and
strategies which are based, the assessment of

their success or failure, and corresponds to the
modification.




REGUIGLION CONLENTS s

REGUIGtIGNIcoNtEnts: constitutions, laws, (founding)
dEiEements, both formall and informal regulations, by-
gWsieirallilevels, the rules of the NGO sector or self-
regulatery body wh|ch the government has entrusted
pautherity. Mostly content regulation can be classified

= into;

i
R

"_‘i)' economic regulation (competition, market, pay ..)

~ (1) social regulation (health, safety, ...);

(117) administrative regulation "red tape" administrative
formality which the government gather information

and intervene in individual decisions.

_J
o
T —




S .y
FEWHTIaKING PRASES s

o ) orlgl cIFIe' the dralt regulations (law makin%) NasI tWo phases:
policy development and preparation of the legislative text
inathvenlcive achieved was adopted.

IaRsiE st stage, key decisions are needed on issues such as:
SNVIenrof the possible ﬁolicy options takes precedence (priority)?

SVReEther this option will be implemented through the laws, or

Sauherthrough non-legislative?
== Jhat governments should adopt legislation and
= {hebasic approach should be adopted in legislation, and that legal
=~ and administrative mechanisms are needed to make this selection

-

Was appropriate and that enters into force?




Siallards of iegulateragiiality™

One s euId always bear A minglthe attainment and

aehievement as possible higher standards of regulatory

gty ©ECD: has established a system of standards:

- n5/5tency and palance among competing policies;

SSSiaPlILY and predlctability of regulatory requirements;
BN Ease ol mianagement and supervision, and to res pond

=torpolitical demands;
== ransparency and. openness to the political level and

= the public;
-~ Cons/stency, fairness and decency of the

implementation process;
- Adoption to changee circumstances (up to date).




ReEguiatory.measuress

SENIGNECHIEVE SUCHI rEcognized Criteria), It ISTNEcessary to operatlonallze the
Salelasimeasures (instruments). Differ regulatory measures as:
NEESIadarGs, such as clarity, simplicity, accessibility, and for private
erue Siana busmesses
- Dagfeje) Seelflelelel for example flexibility and consistency with other
rec iBtionsand internationall standards

N EGa) standards, suchi as structure, neatness, clarity of drafting and
= rmlnology, and the existence of clear legal authorlty to act;
e Q’Elevance to clearly defined problems in real world condltlons
_i_‘._ == Economic:and analytical standards benefits and costs and , for example
e cosé effectiveness; measure the impact on business competltlveness and
traae;
- Imiplementing standards- such as practicality, feasibility, public acceptance
and avialibity of required resopurces.




b Y ] .
of legislation

_ulatlons)

( Jf W5 0l 3551110 /aws (t|mely decision-making, ablllty to Influence
gliistakeholders in'making legal decisions, the availability of the
ity [aw to the public and conducting publlc hearings on the
pPIBPBsEl) I€aving plenty of time since adoption of the Law and its
fjr Slitationtto citizens could meet with the content of the law,

ievelepingl detailed proposals for better explanation of

= 41’ erpretat|on
= ()" Qulaity o /eglslatlon (regulations that are written in clear
f:“ Slgnguage understandable to everyone, to be specific and do not
— ~limit the excessive degree of freedom of citizens, to leave no legal
loopholes, that the laws are harmonized, to ensure adequate
résources for law enforcement and predlct the mechanisms
controlling its implementation and sanctions for failure);
(iir) the stability of the law (the requirement that the laws are not

often mijenjajum).




pRlICYAIMpPackassessment

SENVAGSSESITENT Off Infllence comes down to three phases in which the
PElICYAIMPaCE assessment: IS particularly useful:
sihestage of development policies. Once the political
sEESIPREs epened the possibility of articulating and achieving
SPECicgoals and objectives, impact assessment is used to develop
PEIICY OPLIGRS and torselect the most appropriate instrument
E(@Clions andl measures) to achieve policy goals.
=== The development phase of the instrument. After being

S

& chosen instrument, the impact assessment is used, making the
= Rstrument, to ensure that a well designed and will meet our goals
In-an efficient, cost-effective and democratic way.

- Ex post evaluation. In the evaluation phase ( After the
Instrument has been used for some time, environmental impact
assessment is used to verify the actual performance, the evaluation
of the extent to which a goal that is chosen corresponds to the

selected regulatory amendments / corrections.




S
ENdraliting of.regulations

SWASNIO0 practice in' OECD has spawned
w'rj% ISiimportant in the drafting of
ulatlons In five phases:

Understanc iIng of the project.

-;_: Analyzmg the project.

”'3 Shaping scheme.

4. The preparation and development of

the draft.
5. Scrutiny of the draft.

—
_J
"
_._——




ation..

SHIINGIE end|, followed by’ verification of the
-f]n_%' [\version of the text, which includes:
| eonstitutional and legal compliance;

— JZconvergence with the EU;

--_- 5 conformlty with international treaties,
== 'tonventlons particularly important;
4. implementation;
5. making powers of secondary legislation;
6. legal form, clarity and understandability

—-




S .y
gpIedlction™ of riegulations

T=acrin) f19]de) “production™ of regulations has its sequence Phases are:
Silting a {OCESS Or an initiative with the development of the draft
(I)rJn @5Ed) aw,

SIEliminary. discussions on the draft,

o r gjor’debate with a vote and the definition of the proposal,

=, -emulgatlon
;pubhcatlon and entry into force,

J

\.J

— O'*mterpretatlon and implementation,

¢ and monitoring.
- Thelegislative procedure is regulated by the Constitution and rules of
the legislature.

The nucleus of regulatory reform is to rationalize and simplify the
regulatory system is primarily expressed as deregulation
particularly in the corporate sector and the market economy.




Egllatony action UNdeEr consSiderationy.

e
e
-

IMENOEERNEOURCINGenR O March 1995) recommended:
' uij problem correctly’ defined?
GeVErmnment action justified?
agulation the best form of government action?
1ere a legal basis for regulation?
Wy at IS the appropriate level (or levels) of governments for this action?
Do the benefits of regulation justify the costs?
,___,;7 =Istthe distribution of effects across society transparent?

,_-g' 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?

Is
Is
_fs
I':*




IMENEGItimacy,

Its r2/501) g etrels to expressithe belief (hope) in some kind of power by
WIEROIRCILIZENS.
\/\/Jrruh Iegitimacy, regulators would not be able to motivate others to
seepPRrand sUpport offered to regulatory strategy. Modern technology while
Eeognizing the necessity of including all who know, can and will, most
SVidEnLthroughs the organization of a consultative process. Known as the
;gma. system (government, trade unions, business), but more
nultipartite systems, as an increasingly |mportant role given by the various
;bperators mostly: from civil society such as NGOs, interest groups
.":'r-*-'—‘_(saentlﬁc religious, environmental, etce So we are seeing that in addition
—10 tt_rt1_e state as regulator more in regualtory share "to include non-state
entities.

® One should always bear in mind that any regulation, by anyone, can
interfere with the privacy and liberty of the |nd|V|duaI so that they are all

equally dangerous. In other words it is necessary to search for their control,
monitoring, and self-limitation.




L Theregulatory responses’

SiieVeIaableisitorcalculate W|th the prmmFIe of subS|d|ar|ty, but
ISEIOLIEN Iprmq Iesisuchi as the principle of proportionality, the
orlnicl; pleofiloyalty, etc., which is partlcularly topical in the EU. In a
Wl IS autopoietical ° regulatory answer" to a deficit of democracy.
HEPERNEaty With its protocols, particularly the Protocol on the
Pril iciple of supsidijari and proportionality is determined by
S aNEUrOpean fframework and the legislative process at both EU and
g Viemuer States. It is precisely the principle of subsidiarity carries the
f-*“‘ ":|dea of quality control. This is so because "the Union works only if
——  and to the extent that member states can not satisfactorily achieve
the goals contained in the proposed measure, whether at central,
reégional or local level, which may be, to the scope or effects arising
from-proposed measures, the better achieved at Union level.”




N
[INprove regulatory:quality™

REWUIEL0)Y/EeiomIs Useaiin the OECD work tol refer to
sHenuEs that improve regulatory quality, that is,
SeRCErte performance, cost-effectiveness, or legal
r]u‘ iyreltregulations and related government
SNemalities. Reform can mean revision of a single
= egulatlon the scrapping and rebuilding of an entire
: '1= regulatory regime and its institutions, or improvement of
~ processes for making regulations and managing reform.

e Deregulation (One stop shop; HITROREZ) is a subset
of regulatory reform and refers to complete or partial
elimination of regulation in a sector to improve economic

and democratic performance.




SINRERGBVErRMENnt Wants to improve regulatory comFllance It must
IneEstand what the target group: is doing in real life and use that
unrl:s anding te inform regulatory design. Policymakers and
H alatiors must develop a sophisticated' view. of the population of
aivialialsiand organisations targeted for regulation, including such
lidECLOS aS:

B lie characteristics of the market place.
; _ﬂ_ H‘" oW the individual organisations are structured and make decisions.

— = \What incentives are likely to motivate both the affected individuals
= and organisations to comply with the regulation.

— The obstacles to their compliance.




SNMIIENCEJEE o WhICh d target group complles
wm: 8 regulation is based on how various
aiocteristics of the target group interact with
.:-design and quality of the regulation. In this

B COntext, a regulation can be seen as one
= Ez:omponent of a larger structure whose effect is
to create incentives for private actors to behave
~ n certain ways. This is often difficult to do when
governments compete against very powerful

institutional, market, and cultural incentives.




Whiyidorpeople obey any rule? Several conditions are needed.
IhENirsticondition is that the target group has to be aware of
evgieand understandit. For example, lack of clarity in a rule
iayAsrindrabout unintentional non-compliance. Second, the target
gieupPNIEs torbe willing to comply.

ECOROMIC Incentives can motivate compliance. A stron%enforcement

e pPregrammer can discourage noncompliant behaviour. The third

== cpndition is that the target groug Is able to compI(. For some

B regulations, implementation of the policy should include activities

= such as the provision of necessary information and other technical
support. If any one of these conditions is not met, non-compliance
occurs. In order to ensure regulatory compliance, policymakers
should direct their quality control activities not only to the drafting
and publishing of a rule, but also to ensuring that the three

conditions are met.




N
sonditions:for compliancer ™

RECE0]IS for nen-compliance can be found at three different
ie el

— Tie Bdegree to which the target group knows of and
—_- conmprenends the rules.

T ‘fl'iwe degree to which the target group is willing to comply
—  @ither because of economic iIncentives, positive attitudes
arising firom a sense of good citizenship, acceptance of
policy goals, or pressure from enforcement activities.

— The degree to which the target group is able to comply
with the rules.




NOIREHOSE thiree |evelsigovernments should employ d mix of
\/J E51terensure that its policy will' take effect:

mmiinication with the target group to inform it about its rights
d duities and to explain the rules.

SNSE eI many kinds of policy instruments (taxes, prohibitions and
SIdIeS for example) to influence the behaviour of the target

== roup, packed up with a variety of enforcement activities (such as
_,q‘. elﬂspectlons and' sanctions).

:— = Adeguate implementation to make the policy workable in practice,

- which-means that governments have to ensure that the necessary
infiormation is provided to the target group and other technical
facilities or mechanisms are taken.

At each of the three levels, failures can make government policy
Ineffective.




SREHmtions of iegulatory’compliance and results-
prented regulatory policy

egulatory Compliance: Obedience by the target
pEPUIawen(S) with regulation(s).

=Gompliance-Oriented Regulation: Regulation that is

B {IEsigned to achieve a high level of obedience by the
=== [arget group.

o
—

o

I

= = Results-Oriented Policy: Policy that is designed to
_ Improve substantive policy outcomes; /.e. where
regulatory drafting, Implementation, monitoring, and
enforcement are designed as an integrated whole to
maximise the potential for target groups to achieve

substantive regulatory goals at lowest cost.




OEGDIrEPort Identified eight' causes of: non-
compliance from the point of view: ofi those targeted:

EEIllirE b understand the law.
EOIIaPSE Of belief in law.

B} Procedural injustice.
5 EF— Costis of regulatory compliance.
5. Deterrence failure.(zastrasiti, odvratiti)
6. Incapacitation of those regulated.
/.. Failure of persuasion.(uvjeravanje, nagovaranje).
8. Failure of civil society.




roe)l atory.inflation:

. The O [DNIaS previeusly: studled now regulatory inflation is
EEasng the volume and complexity off regulation in' most OECD
rounr- iesh In France for example, the size of the

SN@ificicll Gazette, where regulations are published, more than
doubled from 1976 to 1990.

o LE' annual production of new laws increased by 35% from 1960 to
= 1900 and of decrees by 20 to 25%. The average length of French
= él'" BWs Increased from 93 Imes in 1950 to over 220 in 1991.10 Even
.-:_’-" = Where an effort is made to reform regulation to make it simpler,
= ~ easyto understand and to include the private sector in draftin
rules, a regulatory ratchet” takes effect. This means that, without
V|g|Iance the overall regulatory structure tends to become more
technical and unworkable as details are added and loopholes are

closed.




N
[INprove regulatory:quality™

REWUIEL0)Y/EeiomIs Useaiin the OECD work tol refer to
sHenuEs that improve regulatory quality, that is,
SeRCErte performance, cost-effectiveness, or legal
r]u‘ iyreltregulations and related government
SNemalities. Reform can mean revision of a single
= egulatlon the scrapping and rebuilding of an entire
: '1= regulatory regime and its institutions, or improvement of
~ processes for making regulations and managing reform.

~® Deregulation (fast slice — HITROREZ) is a subset of
regulatory reform and refers to complete or partial
elimination of regulation in a sector to improve economic

and democratic performance.




SENveriyieqgalistic reqgulation. PEople 10se confidence iniregulators
gEREBYErAMEnts Iff they are required to comply with technical rules
uHigiuo Mot appear to relate to any substantive purpose. An overly
WIEEbased or legalistic” approach to compliance can have the same
Sliieel, URdermining a ?overnment’s achievement of substantive

It

polIcy opjectives. Overly legalistic regulation can take the form of:

e REegulatory unreasonableness, or imposition of uniform, detailed
== and stringent rules in situations where they do not make sense.

N

== Regulatory unresponsiveness or failure to consider arguments by
~ regulated enterprises that exceptions to the technical rules should

be made.

-




consultation,

Prioraconsultation with targer group! falled or'never
yiappened. Failures of consultation with target populations mag
salisENegulatory failures because regulators may not find out about
igeersiialling into the categories described above, or because lack
gifdeedliate consultation may fail to secure target group support for
UHIENPIEPOSEd regulation. For example, without adeguate
BGensultation, regulators may not be able to identifY unanticipated

== Gostsiof compliance, lack of regulatory clarity, or clashes between

e Igulatory requirements and existing cultural/market practices.

—  Effiective consultation of the target group involved can be an
effiective way to inform target populations about the new regulation
and the consequences for them. It allows target populations to have
an'input into the proposed regulation so that they understand why it
IS necessary and how their concerns have been addressed.




SENISEGER DUNANR the tardet group a Sense off - OwWRersnip
Or U eerstanding that will increase commitment to the
OIJECLIVES off regulation. In addition, input to the
Eegulatorthat is based on real-life experience in the

'//

J@l Wity being regulated can help the regulator find
S loetter solutions.

_:i = S(ibstantive dialogue between regulators and the target
= group' contributes to a win-win strategy, since dialogue
~~ can increase the quality of regulation and ease
compliance concerns, which is good for both sides.

__-m




alure to monitor:. A rule that Is'on the books,
NIt monitored is unlikely to elicit
-pllance Random inspections among the
'cc_ get group have the effect of making Beople

eanarenterprises that are normally law-a

J._-onstantly aware of the existence of

=—=enforcement activities and tend to reduce the
likelihood of future non-compliance. However,
monitoring that is not rigorous enough or not

targeted at high-risk areas is less likely to be
effective.

iding




rocedural injustice) RESEarchers nave found that if people fieel
miEyAdle treated unfairly by the government or a regulatory agency,
IERRtEY Will ofteni respond by refusing to comply with regulatory
reqlr ERIEnts, People who believe they have been or will be dealt
Wi iy oy’ a regulatory system are much more likely to comply
wrﬁ IS reguirements, whatever they are, than those who believe

Etiesystemiis not fair. Regulatory agencies perceived as unfair

= urln Inspections and enforcement are likely to elicit lower

= compliance. A 1992 study in the United States found that taxpayers

Z'-' - that reported havin heard accounts of others being treated unfairly
In-the course of audits themselves expressed a disinclination to
comply in the future.




SNRte proplem was clearly understood, objectives
souldpenmore. effectively attained through other
m_;': GoOvernments and regulators sometimes rely
uineUghrhabit upon: certain types of regulatory

~+p fmentsi to selve problems, without first adequately
eﬂnmg and analysing the particular problem to
—cTetermlne the most approprlate solution. Too often, the
= preblem itself is defined as “a lack of regulation”. If a
-~ government accurately defines the causes of the
problem and clearly defines its policy objective, the
government can then use the least coercive and most
effective means to achieve that objective.
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"NV e USEd appropriately, command-and-
sonbrelfregulation cani provide clarity,
serbalfity, and predictability. Perhaps most

mportant, this approach can provide a
dyardstlck that allows the government, the
~ general public, and the regulated firms to
know what is required and whether it is
being achieved. This is essential if
enforcement is to be fair and effective.




D fer‘ countries have different cultural attitudes toward
gulationtand different patterns in the use of policy instruments.
I ;-;r-' Iments that elicit compliance in one country may not
ece sarily do so in another.
SESich national differences mean that, to be most effective, mixes in

S

= el ermatives to regulation will vary in different countries.

e —‘—Sweden and the Netherlands are smaller and more homogenous,
_:_-_ “withrdeeper corporatist traditions and more highly organised

= manufacturing sectors compared to most OECD countries. These
aspects may make regulation through voluntary agreements more
feasible. The use of environmental covenants in the Netherlands is

well-known (see OECD (1999),




jnENEetheriands Table of Eleven ('[,11) key
determinants of compliance

J,JJ[/ HEols compliance. dimensions (fiactors that affect the incidence of voluntary
somplighee= that'is, compliance that would occur in the absence of enforcement):

WATIOV), 2Hge or rules; Tanget group familiarity with laws and regulation, clarity (quality)
PilawWs and regulations.

WOUsI=IERE)L colisiderations. Material and non-material advantages and disadvantages
Tes| 6inGI from vielating| or observing regulation.

f’**ﬁ- or-gceeptance: The extent to which the target group (generally) accepts policy,
‘---;=: Slawsj and' regulations.

i
A

e SNormative. commitment: Innate willingness or habit of target group to comply with
~— “[aws'and regulations.

= 7'5 Informal controf: Possibility that non-compliant behaviour of the target group will be
detected and disapproved of by third parties (/.e. non-government authorities), and
the possibility and severity of sanctions that might be imposed by third parties (e.g.
loss of customers/contractors, loss of reputation).

Control dimensions (the influence of enforcement on compliance):

16. Informal report probability: The possibility that an offence may come to light other
than during an official investigation and may be officially reported (whistle blowing).




1/ Coplirdf propaliLy LIkelinoodl o being suldject to an administrative (paper) or
SUDSE]] lve (physical) audit/inspection by official authorities.

[6. Jaqur ) probap)ity: Pessibility of detection of an offence during an administrative
elIReIEsSupStantiverinvestigation by official authorities. (The probability of
UiIEeVErngnoen-compliance behaviour when some kind of control is applied).

19 Jr‘/Jé"  ihe (increased) chance of control and detection as a result of risk
iclic lysis and tar eting firms, persons or areas (/.e. extent to which inspectors

BGIIGEEEANM ChEeEKIng offenders more often than those who abide by the law).
== -—-—-" anct/ons aimernsions (the influence of sanctions on compliance):

o ﬁ'ﬂ:ﬁ" Ssanction. probability. Possibility of a sanction being imposed if an offence has been
== —— "detected through controls and criminal investigation.

= /11, Sanction severity: Severity and tyFe of sanction and associated adverse effects

caused by imposing sanctions e.g. loss of respect and reputation.

e Sourcer Dick Ruimschotel, Compliance Methodology Consultants, Amsterdam and But
Klaasen, Ministry of Justice, the Hague.




_——
WIEMAZ 5 ITELI0E0I0G):

JThe A2 methodology in the EBRD’s Czech Capltal Markets

RETOx m Project
}. .

'/@y @reselution of the problem; is the restoration of a compliance
suichntermally: within the Czech financial sector. In doing so, it is
IMpostant: to determine the dependency of compliance on unrelated
= ,_-‘_' axternal factors. The Project Team selected by EBRD accordingly
— based its agproach on the A to E Model of compllance ("A2E")
—— *developed y-:Compliance Chain Limited. This model looks at the
- delivery of successful policy from the point of formulation to the
point of compliance in terms of internal and external factors
effecting the outcome

e (cf, SuppI?/ Chains, Value Chains). The top level A2E factors are
effectively links in the compliance chain, as shown below.




o AZE fEleidrs;

o ALJt:"p iy - Quality of the rule maker, rule-making
PIEGESS, and rules themselves.

o 3‘5 avieur - Tendencies in groups and individuals.

Ontrols Effect of supervision and enforcement activity.
*".“‘Oﬁb’lstortlons Within systems established to ensure

_._———_

= compliance.

s External Events - Impacting systems established to
ensure compliance.




ESULT-ORIENTED POLICY DESI@_&

—

shonienm ldentlflcatlon and analysis: Use data
folle gtion mechanisms and methodologies to
Systemaucally  identify important hazards and risks (that
rru\ MEEaitorbe the subject of new regulation) or
PALLERS Of non-compliance (that may indicate the need

Etoraimend existing regulations).
=== Tdentify feasible policy objectives. Analyse the

=1
——

== causes of the problems identified above.

~ o [dentify potential solutions by data analysis and
consultation with the target population and stakeholders.
Involve enforcement officials into the policy preparation
process at an early stage. Use this information to set
achievable policy objectives.




R vlisider potential /Jalicy options inciuding boti regulation and
glernanyves to)reqguiation. Determine what regulatory options are
eVellapIEanaiWhether there are any ways to meet the policy objective
[WERWHECtAat dornot rely on traditional regulation e.g. self-regulatory codes
gIRCONEUCE Veluntary agreements, management standards agreed between
Iriclt) ’tcry, government and stakeholders, third-party enforcement, economic
REERUIVES]

ESE=Pesign regulation to maximise the possibility for compliance: Use

e —

e niermation, as collected above, to ensure that the regulation or policy is
=== designed to be as easy to comply with as possible. Take such steps in
= developing the regulation as using clear, transparent language; using
standards or process regulations instead of command-andcontrol rules, if
possible; not including rules that are impossible to monitor and enforce in
practice; or providing alternative compliance mechanisms where possible.
(This latter step necessitates determining how the regulation will be

implemented and compliance monitored and enforced, as set out below.)
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WFlogueetween governmentsand target populatlons Too
giEnpigevernment acts upon the false assumption that passing a
VRIS SSutticient by itselfi to create acceptance of, and compliance
yits), it policy. Poor quality regulation, regulatory procedures, and
SHOrCEment can cause Serious com liance problems. A
spphIsticated compliance analysis of proposed or existing regulation

EipliEs a sophisticated understanding of the target population:

; '- Vhat willlmake compliance difficult for them?
_"*What will'motivate them to want to comply?

= & What technical changes will compliance mean for their business or
manufacturing processes? What financial impacts will compliance
have?




| — s
wejorm.deregulation AND better regulation

i
e
-

¢ ulatory ieform IS not, of course, new, and IS
Jr3 evelving. Modern reform mvolves a mix of
Eegliation, deregulation, and re-regulation

-
-

= a JCross the entire economy, backed up by

_-,_i' Snstitutional reform where necessary. In general,

: deregulation strategies are applied to economic
regulation, while various means of improving
regulatory quality and reducing burdens are

used for social and administrative regulation.




—

IhEehiglienges off initiatingl and completing regulatory reform are familiar.
VesieaNnterests in public and private sectors, fears of the consequences of
shangerandthe complexity and: uncertainty of reform in dynamic economic
RERseEialfenvironments must be dealt with effectively if reform is to
JECEEd: Optimall approaches to structuring reform are as yet inadequately
WeEerstooed and highly variable according to context, but experiences in
S OECD! countries suggest common themes.

= ESEPolitical leadership is essential.

&% =SKilful political leadership is needed to improve the capacity for change in

= the absence of crisis, and to design and implement strategies for reform
earlier to reduce the cost of lost opportunities and the pain of transition.
Reform is not, however, a task only for governments;

other stakeholders such as firms and workers have roles in helping to build
support for reform and in sharing information across borders.




SNyIENIEEd Tor reform must e communicated.

PNeNIE EXtEnt possible, all interested parties should be
JIVERPePPOertUNILY to express their views in developin
ENErerm: policy, though consultations must be carefully:
SiitIctURed to avolid undue delays or giving affected

B harties too much influence in blocking needed reform.
S SEComprehensive reform works better than

—

— precemeal reform.

~ & Comprehensive reform is based on a complete and
transparent package of reforms (aimed at a sinﬁle policy
area, sector or multiple sectors) designed to achieve
specific goals on a well-defined timetable.

il
=
—
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JVigENinproved regulatory quality"and processes are first and
foress ost N the interest of the domestic economy, they can also
Ugldleigig market openness. To this purpose, six principles have
PEERNcEntified by the OECD member countries to guide sound
EGIator/ Processes:

DT @NSparency and openness of decision-making;

e mNbrEdiscrimination;
= "EIAVOldance of unnecessary trade restrictiveness;
-‘IZIUse of- internationally harmonized measures;
[ERecognition of equivalence of other countries’ regulatory measures;
ElApplication of competition principles.
o Experlence demonstrates that the nature, pace and

?l encing of regulatory reform and liberalization
ertakings must be assessed with care.

-
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GEDUpractices

SGopH practices for |mprovm%the capacities of national
duimimistration to assure high quality regulation

Sihe O ECD Report on Regulatory Reform, welcomed by Ministers in
MENVAIO0Y, includes ai co-ordinated set of strategies for improving
reic)l atow guality, many of which were based on the 1995
REcommendation of the OECD Council on Improving the Quality of

= Epvernment Regulation. These form the basis of the analysis
= Undertaken in this report, and are reproduced below:

- .ﬁ' BUILDING A REGULATORY MANAGEMENT SYSTEM

1. Adopt regulatory reform policy at the highest political levels

= 2. Establish explicit standards for regulatory quality and principles of

regulatory decision-making
3. Build regulatory management capacities



IMPROVING THE QUALITY OF NEW REGULATIONS
Reg tory Impact Analysis

SySt Q’ aticipublic; consultation procedures with affected interests
>. JSJE_L, alternatives to regulation
g

RITIPREVING regulatory co-ordination
= C 2 UPGRADING THE QUALITY OF EXISTING REGULATIONS

—

, = dnraddition to the strategies listed above)
— 1 Reviewing and updating existing regulations
2. Reducing red tape and government formalities

-




EXPOSTEVALUATION OF REGULATORY POLICIES s
EXPOST EVALUATIONS —

A fhments proegress in the development ofi regulatory policies, growir:jg
aWENLBNNSIDEING paid to the evaluation of regulatory tools, institutions and practices.
DENEgUIaLoery policies deliver high quality regulation and better regulatory results?

IMENIFOWING INLErest In answers to this guestion reflects three inter-related
JEVEIOPIMENES emerging over the past few years:

RIS, Policy=makers involved in regulatory ﬁolicie_s_are being held accountable for the
SsiFiicant-economic resources as well as the political capital invested in regulatory
S Mienagement: systems now established in most OECD countries.

= "_‘_-'-*-‘ES_egond, thereis a growing interest in exploring how regulatory policies can be more
== eVidence-pased and supported by empirical findings. More evidence-based
— —a afpfproaches to the assessment of regulatory quality allows for a review of the

effiectiveness of policy tools used in practice, for a review of their performance and
for improving the design and implementation of the policy.

Third,-the move toward ex post evaluation is part of the progressive development of
regulatory policies, complementing the current dominant focus on ex-ante evaluation.




JEItory pElioamneess

Wn\/ for 50N FegUaltory pEerferammnce?

mr)rr tne guality of regulations and the net benefits
rnr NEan be derived

gnoethieregulatory culture

= Ir Atrease commitment to the Re%ulatory Policy and its
' rmaples within the full cycle of policy development

Slgnal arcommitment to transparency and accountability
= Scrutiny about decisions and accountability for results

— Performance monitored, measured and reported
systematically

o Improve understanding to deliver a protecting and
enabling agenda (e.g., regulation and instrument choice)




blaitnig for results

Object]\ S aSSESSMENt Off the! state off the art
S eW/AVhERIregulatory: performance indicators are
clav: Ioped
SeIiregulatory results are captured, transmitted and
pEOMImunicated
=== ethodology
j{ _--rinterwews workshops, document review and best

» Practices
~ e Conclusions:
— Performance Orientation (flexibility and adaptation)
— Level of Implementation (towards managing for results)




NEY ons
SAEOEISI0N OULtEOmES - logic model or chain of results
f /

Lr)ve vement and support across corporate and line
IGHIONS, between regions and headquarters

o Ip) erested people; small, incremental steps; significant

__-'----:* and eRgoINg, resource effort at all levels

_-'Eh..

> [ntegration of management concepts into key processes

» Good' performance measurement requires a climate of
trust that is built and sustained throughout the system.

o Objective: develop an evaluation framework to track and
assess contributions to the Smart




REFliation agenda

Fegulztion zeeic
SISPECINIC S art regulation initiatives
EXealbAaVISony Committee on Smart Regulations (EACSR)— System-wide issues involving

ar
fee Jlrfr"c governance

2 Msiflode gy
BCVIEWS) fiOcUS groups, documentation review

SEonmance indicators to reflect outcomes at different levels
SAYEastement andireporting approaches — learning opportunity

S SEStatls: early stages, link to institutional efforts
—-m@E-_ctlve framework for the application of performance measurement principles to regulatory

= —~—'— programs
~— o Demonstrate and further support:
= — Jransparency and accountability in the public sector
— Capacity building and community-wide continuous learning (e.g., through learning events, lessons
earned, tools
Responsiveness to interested parties (e.g. private sector, the Office of the Auditor General and
parliamentarians
—Horizontal assessment of regulatory programs, their priorities and resource allocations
e Status: identify key partners and scope out a work plan




EEIBIation: conformitys

trie | sponSIblllty o) Ieg|slat|ve quality |mpI|es the task
ONeErant — as much as possible in a political decision
J’J’JrJR ﬁ] priocess — that legislation is ini conformity with
WIENBIIGWING reguirements:

mESyitimacy and conformity with law of higher order
SmNEcessity
= "“‘EfSubgdlarlty and proportionality
= [HEffectiveness and efficiency
- {EiConsistency (in itself and with other legislation)
1Practicability and enforceability
ITiechnical guality (simplicity, clarity etc.).




N
vanwiDrafting. Procedures

2 Ihe . ctual drafiting| of legislation (i.e. the preparation of
tie 8gisiative text which' converts a policy: into legally
SIEHCEAIE Normative rules) is somewhat more expert
WWerkethan is generally recognised. It cannot be assumed

S that it can be undertaken by every lawyer; the skill

__-eusually as not been acquired as part oflegal education

= andinithe course of legal practice. Law drafting is a type
of specialist legal practice (for which some have more
talent than others) which demands special skills and
relevant experience. Expert understanding of the work is
also desirable in those required to carry out verifications
of legislative text,whether for Government or Parliament.

—"
_J
o
_._——

-




A. CJnJth: ionand RTA

IVIEyAIOEEEN the range ofi policy alternatives;

2, May iedl jtate the collection of some categories of data needed for RIA;
VIEAL w Sed tioiverify the results of completed analyses;

VieVasiake e law=-making process, and the reasons for policy choices, more
uieliSpalent to) affected groups.

BiCon sultatlon and Other Verifications

— L-Vb gIVe rise to)a better understanding of the activities to be regulated and the
e == prioblems to be solved;

== 2 May riesult in-more informed choices as to the appropriate legal mechanisms to give
-~ effect to the preferred policy;

-

3.-May result in legal solutions more likely to encourage compliance;

4. May lead to improvements in the legal text, ensuring clearer communication of
reguirements;

5. May enable government to be more responsive to the needs and interests of affected
PEersons.




SIANSTiCIpal aim el IEgISIation’is to enable those affiected
PYAROrerganise and regulate their activities in
geEEREaNEe WIth Its normative reguirements, and so to
providersecurity and' legal guarantees for their

Sui@nsdctions. Ready access to that |egislation is a

SEcessary concomitant. Full collections of legislation,
.j -'-prlmary and secondary, currently and formerly in force,
= must be readily available, and copies of individual

INstruments must be easily acquired by officials, legal
representatives and members of the public.

-
-
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Sii@EgIes for improving aw,

Ja- .

PUENEIIOWING  are seven strategles for |mprovmg law
clrz Jr ng thatishould be considered:

Cres inaland enforcing a regulatory framework for law
rlr«-L ng;
pipreving policy: development prior to drafting;
=3. ;ettlng and maintaining law drafting standards;
~4Making fuller use of consultation;

5 Applying equivalent procedures and standards to
Parliamentary initiatives;

6. Applying eguivalent procedures and standards to
secondary law-making;

/. Improving access to legislation.

_|-J
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Elements'to Be Defined infan RIA Strategy
BT heJ Pogies| that: are to be responsible for RIA: i.e. those bodies,

Jr“iﬂhg

pPlhivatedoedies, that are actually to carry out RIA and those

gJevernmental or

= _;g Erliamentary bodies that are to exercise scrutiny or control over

S LHEse
SS=gctivities.
‘i Allocation of adeqguate resources, both financial and personnel, for
s" undertaking RIA and for training.
3. The analytical methods to be used or developed.
4, The types of legislative project to which RIA is to be applied.
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SAlleFive Stages of the Draftiﬁg
Pf‘a CESS
Understanding the project.

= Analysmg the project.
=1 3 Designing the scheme.
e 4 Composing and developing the draft.
® 5. Scrutinising and testing the draft.




SENeCEdUrEs andl criteria torbe followead for targeting
BIENPIOJECLS, for
RIA, andifor deciding the stage at which RIA is to be
Czl) gedout and' the analytical method to be used.

=IE procedures to be followed in RIA and for integrating
QRZIA INto’ the policy development process and for
= communicating the results.

- 7. Collection and provision of the data necessary for RIA.

8. Procedures for ensuring compliance with a requirement
to carry out RIA.
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S
Blimary and Secondary

Fm ‘uUments

o JJ\JJ ding Matters Between Primary and Secondary
instruments

BIlIS :)'r uId contain the Prlnupal substantive rules of a new legislative
56 'rf epwWhichigive effiect to the new policy and should settle its
features Inparticular:

o r natters that involve significant questions of policy;

S mrules which will have a significant effect on individual rights and
= _:_:__' c.dutles

;.:' — [significant criminal offences and penalties;
Eltaxes and significant fees and charges;

[Iprocedural matters that go to the essence of the legislative
scheme;

[lamendments and repeals to existing law.




Secondary regulatlons should bund
L| r)“ the policy’ and principles established
pyAerparent Act, and deal with matters

-.___...._;;e léss;significance or with the detail of

_,a.-
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= the legislative scheme, filling it out and
supplementing the core features in the Act
and providing for procedures and
administrative arrangements.




