Regulatory Policy Institute:  Better Government Programme
Towards more intelligent policy-making:  two initiatives

Strengthening checks and balances in impact assessment processes
Regulatory impact assessments (RIAs) have, for some years now, been viewed as a potential means of encouraging more intelligent policy-making – or, in currently favoured terminology, “better regulation” – by placing requirements on those considering possible policy changes to examine, in some detail and before decisions are taken, the impacts that the relevant decisions might be expected to have on the public or on sections of the public.  Variants of RIA processes are to be found under a number of labels, such as ‘Market Impact Assessments’ in the UK broadcasting sector or the ‘Impact Assessments’ required by the UK Energy Act.  Some of the economic assessments undertaken by competition authorities – most obviously, though not exclusively, when those authorities are evaluating alternative ‘remedies’ – share similar features.  RIA requirements are also to be found in EU decision making processes, and in the decision making processes of many OECD countries.
Notwithstanding the effort and resources that have been devoted to RIAs, and to the attempted improvement of RIA processes via ex post auditing, there remains considerable dissatisfaction about performance to date.  Thus, in commenting upon the latest NAO report on RIAs in the UK, the Lombard column of the FT (20/06/06) commented that:
“Today's National Audit Office report on the effectiveness of methods to control red tape brings new life to the over-used NAO cliché "damning indictment". Like many before, it concludes there is nothing wrong with the idea of using regulatory impact assessments to make government think through the consequences of red tape before it is too late.

The problem is the narrow-minded culture in which these reports are produced seems incapable of applying them in any meaningful way.”
To large numbers of people affected by decisions, the relevant policy-making processes appear to be highly resistant to the kind of ‘cultural’ changes required for more effective market governance; and neither managerial reforms nor internal checks and balances have yet proved capable of overcoming the inertia.  In short, the physicians do not appear to be capable of healing themselves. 

It is possible that stronger checks and balances, external to the executive branch of government, might evolve through increased judicial supervision, as has already happened to a significant degree in competition policy.  Legal processes can, however, be slow moving and costly, and they are not, by design, intended to be targeted on addressing relatively specific sets of governance problems.
An alternative suggestion, put forward by the British Chambers of Commerce, is that external consultants be commissioned to undertake the required RIAs.  Again, however, this is likely to be a costly option, and has further potential disadvantages, including:  (i) removing responsibility for assessment from policy officials and regulators may actually weaken pressures for careful thinking about the consequences of the relevant decisions, and (ii) consultants’ reports may be subject to ‘client bias’ (in more demotic language, he who pays the piper calls the tune).
Initiative 1:  External ‘hot review’ of impact assessments
Given these problems, the Better Government Programme of the Regulatory Policy Institute is implementing an initiative to introduce greater ‘challenge’ or ‘intellectual competition’ into RIA processes.  Specifically:
· The RPI is establishing an evaluation process for RIAs conducted in relation to policy developments yet to be implemented, focusing in particular on the early stages of impact assessment, which are widely regarded as of being key importance in the policy assessment process.
· The evaluations are to be supervised by a panel that will act in the manner of the editorial board, focusing attention on the quality of the material being considered and, where appropriate, making suggestions as to possible improvements.
· Guidelines on evaluation criteria are in the process of being formulated and will be published in due course.
· In order to achieve some harmonisation with other external sources of checks and balances in the policymaking process, the criteria will include reference to the standards set out in key court judgments such as Tetra Laval -v- Commission, a merger case in which the ECJ said: “Not only must the Community Courts, inter alia, establish whether the evidence relied on is factually accurate, reliable and consistent but also whether that evidence contains all the information which must be taken into account in order to assess a complex situation and whether it is capable of substantiating the conclusions drawn from it.”  
· All evaluation reports will be published on the Institute’s web site.
We consider that the Regulatory Policy Institute is well positioned to launch this initiative.  The Institute is a non-profit organisation dedicated to promoting the study of regulation for the public benefit, and it has no political affiliation and no attachment to any particular school of economic or political thought. The agenda of the Institute’s Better Government Programme is precisely and exclusively the agenda indicated by its title.  
The general aim is, therefore, a constructive one – to help promote better policy- making – although the means of achieving this objective will rest on challenging those assessing policy impacts to strive for, and to attain, higher standards in their work.  The underlying philosophy is that, as with competition in goods and services markets, external challenge can be a spur to improved performance.
Nominations of impact assessments are open to all parties, subject to a fee scale set to cover the cost of the evaluations.  Further details are available from the Director (george.yarrow@rpieurope.org).   

Initiative 2:  Better policymaking awards
One fundamental difficulty faced by public officials and regulators is that the conduct of skilled and imaginative impact assessment can be a much more difficult task than ‘ticking the boxes’, and administrative incentives tend not to reward those who would seek to make the tasks of departments and agencies ‘more difficult’.  To provide at least some positive feedback in those circumstances where policy-making is of a higher standard, the RPI will, starting in early 2007:
· Hold an annual awards ceremony that will give public recognition for good performance in relevant areas.

· Create a number of different categories of award, reflecting different aspects of the policymaking process process, including categories such as ‘best overall impact assessment’, ‘most creative exploration of options’, ‘most effective consultation process’, ‘website of the year’, ‘lifetime achievement’, and so on. 
· The awards will be determined by an appointed, expert panel.

· Awards will be presented on the occasion of an annual lunch.  
The RPI is currently seeking sponsorship for these annual awards, and interested parties are invited to contact the Director (george.yarrow@rpieurope.org) or the Co-Chair of the RPI’s Better Government Programme (charles.miller@policyanalysis. co.uk).
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