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Introduction

The use of regulatory impact assessment – a method of collecting and analyzing information on the potential positive and negative consequences of a regulatory legal act – has in recent years become the “best practice” common to most OECD and EU countries. The use of regulatory impact assessment (RIA) helps to avoid unexpected consequences of particular legal norms and public policies, to communicate better the future regulatory policies to the target groups in the society, to coordinate the activities of the public administration institutions, and to achieve better the aims of public policies. In other words, it helps to save resources (not only budgetary, but also financial resources and time of business or consumers) and to strengthen the credibility and transparency of democratically elected governments. The wider use of RIA is also the essential element of the European Commission’s programme of improving the governance of the European Union and its regulatory policies
.
Integration of Central and Eastern European countries into the EU has brought the use of the RIA to the attention of policy makers in these countries. For example, already in 1996 the governmental authorities in the Baltic States were presented with extensive recommendations on the use of the RIA techniques by the international organizations in the framework of SIGMA programme. The increasing calls to use the RIA in the candidate countries formed part of transferring “the best practices” from the EU to the candidate countries (and to some of the member states). However, the implementation of the RIA in the candidate countries has been slow and is still relatively limited in comparison to the use of it in the EU (thought not in all of its member states). This is despite not only obvious benefits that the RIA provides but also despite the legal requirement to assess the consequences of each draft law or decree that have been in force in all countries of Central and Eastern Europe
. For example, in Lithuania the Statute of Seimas (Parliament) and the Statute of the Government both provide for the need to assess the impact of each legal act (though without providing any methodological guidelines). However, the actual regulatory impact assessments have been very rare, often very superficial and undertaken properly only when dealing with the implementation of some EU legislation.
This paper reviews the process of introducing the RIA in Lithuania, namely, the main motives for its use, its main functions, the main obstacles to its wide use and the role of the EU accession. The paper aims at providing conclusions on the factors that are important to a successful introduction of the RIA assuming that for a number of reasons Lithuania’s experience is relevant to other Central and Eastern European future members of the EU (and some of its member states). Most information and analysis provided here draws on personal observations accumulated during the active participation in the introduction of the RIA in Lithuania.
The introduction of RIA in Lithuania: the motives
The Regular Report of the Commission published in October 1999 and the Conclusions of the Helsinki Summit of December 1999 which extended invitations to start accession negotiations in February 2000 to Lithuania and five other candidates provided a clearer perspective of accession and a strong incentive to start the process of preparing national negotiating positions. Mainly due to these developments, it has been decided by the institution coordinating the process of preparation for EU accession – the European Committee under the Government of Lithuania – to start the process of assessing the impact of EU norms on Lithuanian economy and society. The presence of a number of scholars in this institution and the search for its institutional role and certain informal competition taking place between the European Committee and the Ministry of Foreign Affairs contributed significantly to the initiatives aimed at introducing the RIA to the legal acts transposing EU acquis and to the regulatory norms in general. 

At the very start a more general approach to the assessment of the impact of EU membership was taken which was gradually, with the start of the actual negotiations, refined and limited to the RIA. Therefore, the needs of negotiating team and possibly the fact that most of EU acquis are dealing with regulating cross-border exchange and some other issues (mostly perceived “market failures”), the use of the RIA became the main method of the impact assessment. It should be noted that by the end of accession negotiations and with national referendum on EU accession approaching the focus of the impact assessment efforts was broadened again to extend it to the macroeconomic modeling, institutional needs and capacities. The implementation of the RIA in Lithuania has been advocated before by international organizations (OECD, World Bank, EU Phare programme) and domestic non-governmental institutions (Lithuanian Free Market Institute). However, these efforts remained largely limited to the official acknowledgement of Lithuanian institutions of a need to use the RIA and implementation of some studies to the extent driven by these organizations (several studies have been by that time prepared by the World Bank, Phare experts and the Lithuanian Free Market Institute). However, it was a clear perspective of the EU accession negotiations and the initiatives of several public administration employees with the scholarly background that pushed the government (in particular, the institutions responsible for pre-accession measures and preparing negotiating positions) to consider seriously undertaking the RIA for the EU norms being implemented in Lithuania. In December 1999, the Framework for Assessing the Implications of Lithuania’s Integration into the EU was prepared by the European Committee and adopted by the Governmental European Integration Commission. 

The Framework stated that concrete prospects of Lithuania’s negotiations with the EU have “determined the need for Lithuania to form well-grounded negotiating positions with regard to commitments to be assumed by every negotiating division”
. The Framework advocated the use of the RIA based on a uniform methodology adopted by the Government (though not on the highest level of the Government). In doing this it placed the main emphasis on the need to have a sound and consistent methodological basis for preparing the requests for the transition periods, to inform the society about the potential impact of EU membership and to improve the overall quality of economic policy and public administration in Lithuania. Thus, while the need to prepare for the accession negotiations was the main motive behind this initiative, the broader goals of the transparency of policy process, consultations with civic society and improvement of economic policy have been part of the process from the very start of introducing the RIA.
The Framework suggested to start preparing a methodology of assessing the implications of integration into the EU while taking into account the resource limitations (shortage of time, expertise and money), using the experience of the similar studies undertaken in Lithuania and other applicant countries (Hungary and Poland already had some experience with introducing the RIA), orienting the methodology towards the practical needs of policy makers (informing negotiators rather than seeking scientific advances), making it universal (applicable not only to assessing the impact of EU accession, but to other economic policy decisions) and starting with the selective focus (determining the areas of the biggest importance for the negotiations and applying the RIA in these areas first). Based on these criteria and on the Survey of Lithuanian public institutions’ capacities conducted in November 1999, the Framework suggested using the RIA as the most relevant method of assessing the impact of EU norms (and in the future - other legal norms drafted in Lithuania).
The process of introducing the RIA

In the beginning of 2000, the Government adopted the National Programme of Surveying Social and Economic Impacts of Lithuania’s Accession into the EU. It provided the legal basis for the actions to be undertaken in introducing the RIA and using it as a part of preparations for negotiations with the EU. The work on introducing the RIA was organized along several parallel lines. Under the leadership of the European Committee, in 2000 the work was started on (1) preparing and methodology for a preliminary assessment of the regulatory impact of EU acquis to be used in conducting a wide survey of institutions responsible for the implementation of the acquis in order to determine the needs for more detailed RIA studies; (2) preparation of a methodology for a detailed RIA and conducting the first pilot study with the assistance of external experts; (3) starting the training of public administration staff to enable to undertake the RIA. The European Committee also took advantage of the Phare programme, which assisted in bringing experts from EU member states (Finland, Great Britain) and candidate countries (Hungary) to provide advice in preparing the methodology of the RIA and conducting the first deep RIA studies. It was also decided to support the undertaking of the impact studies based on other methodologies (cost benefits analysis, macroeconomic modeling, trade creation and diversion assessment, the assessment of financial flows between the EU and Lithuania) which eventually have been undertaken in addition to the RIA at the initiative of the European Committee or other institutions.
In spring 2000, the questionnaire for the first wide RIA was prepared by the joint efforts of the European Committee and its consultants (formalized under the European Committee as a working group of the impact assessment). It was sent to the Governmental institutions with the aim of collecting the broad information on the impact of EU acquis from the A screening list. The main objectives of this shallow RIA were to determine the EU acquis for which the deep and more detailed RIA would be needed, to familiarize the staff of governmental institutions with the RIA techniques and to use it as a testing case for the later introduction of the RIA for most legal acts. The questionnaires with answers were received from 25 working groups of negotiations, 462 questionnaires were filled covering 1872 EU norms. The study summarizing the results of this first RIA was prepared with concrete proposals for further more detailed assessments in the areas like agriculture, transport, energy, environment and others.
In parallel, the test studies of detailed RIA were undertaken
. The first one was on assessing the regulatory impact of the Low Voltage Directive (73/23/EEC) which was conducted with the assistance of Phare programme. In addition to assessing the impact of this directive, it provided a first detailed example of how to undertake the RIA of an EU legal norm and was later used as an example in conducting other deep impact assessment studies. Other studies at that stage included EU directive 89/655/EEC on safety at work, EU directives 91/356/EEC and 91/412/EEC on pharmaceutical production. The process of undertaking the RIA studies was coordinated with the Open Society Foundation which funded several studies as well
.
Also, the actual implementation of the RIA was supported by the preparation of the methodology of assessing the impact of the legal norms (somewhat wider than RIA, and including the fiscal impact), which was drafted and adopted by the European Committee in October 2000. The methodologies for assessing the RIA on the company and sector level were also prepared to be used by industry and researchers.
Finally, training of public administration staff was the significant other part of the process that ran parallel to methodological preparations and actual conducting of the RIA studies. During the year 2000, under the initiative of the European Committee about 30 seminars have been organized.
In years 2001-2002 these activities were accelerated. The funding of the introduction and use of the ex ante RIA shifted from the Phare to the national financing
. The main activities focused on three priorities: (1) undertaking detailed RIA studies in the areas selected after the “shallow” evaluation of the RIA of EU acquis; (2) informing the population about the results of the RIA studies which had to create a basis for the public relations campaign before the referendum on accession; (3) training of public administration employees to undertake independently the RIA. Each of them are detailed below.
The selection of the potential candidates among the EU legal norms for the detailed RIA has been started at the end of 2000. The working groups responsible for negotiating positions on particular chapters were asked to submit the lists of EU legal norms that were expected to have significant impact on Lithuanian economy and would require transition periods. These results – initially 53 proposals were received - were verified with the results of the “shallow” impact assessment and a list of EU acquis to be assessed has been compiled (later this procedure has been repeated to take into account new directives and regulations adopted by the EU in 2000 and 2001). After compiling a list of EU norms to be assessed in terms of their regulatory impact on Lithuanian economy, the proposals to undertake these studies were sent out to various research, consulting and academic institutions. After the selection based on their experience and the level of expertise, these outside institutions have been contracted to undertake the RIA studies using the methodology prepared by the European Committee and coordinating the studies with the public institutions responsible for the particular area  to maximize the practical use of the results and recommendations of these studies. At the same time, in parallel the Open Society Foundation funded several more RIA studies and several studies on company and sector level have been undertaken independently by the Lithuanian Free Market Institute which seems to be the most advanced think tank in undertaking regulatory impact assessment
.
During 2001, the detailed RIA was conducted for 13 legal norms, mostly in the chapters of environment, agriculture, transport and energy. Another 10 studies were completed and presented to the public in 2002. The results of some of these studies have been directly used by the negotiators in advancing their requests for transition periods (for example, on security of oil and oil product supplies, recording equipment in road carriers, protection of water from nitrates used for agricultural purposes). However, the wider use of the results of these RIA studies is still somewhat unclear, partly because they were undertaken by the academic institutions outside the public administration. There is still a need to evaluate more closely what actual impact the RIA studies have on public policy and creation of the feedback mechanism which could allow for the correction of public policies based on the ex post impact evaluation. Another tendency observed during these exercises – business consultants and private think tanks have been better capable of conducting the RIA than the research teams from universities and in particular scholars with specific policy area background (agro-specialists, environmentalists, transport analysts, etc.).
The public information campaign was a second priority of undertaking the RIA of the EU norms. It should be noted, that the initial use of the RIA studies as a tool for providing the material to drafting the negotiating positions of Lithuania resulted in a somewhat stronger emphasis on negative regulatory impacts. Besides, most RIA studies have provided rather technical information which was of interest mainly for the narrow groups of society. Therefore, the use of the RIA studies to inform the general public about the impact of Lithuania’s accession into the EU had to be balanced with an attention to positive and more general impacts, and in some cases undertaking studies based on other methodologies (i.e. macroeconomic modeling) to supplement the results of the RIA. However, the results of each new RIA study have been presented regularly in the newsletter “Integration News” published by the European Committee. The public information aspect has become increasingly important and is likely to dominate during 2003 before the referendum on joining the EU is organized. The training of public administration employees was another important priority of introducing the RIA during this period. During 2001 about 100 people have been training about what the RIA is and how to use it. Although the learning process has indeed been taking place, there was an overall reluctance to use the RIA. This could be explained by the unwillingness to change the working habits, in particular the strong tendency to view the RIA as an additional element rather than an inseparable part of preparing new draft legal norms, expectations of additional awards (higher salaries, more time) for the undertaking of the RIA and skepticism about the use of the RIA results by policy makers (who are seen as motivated only by political factors and not interested in the assessment of the actual impact of their decisions on the economy and society). The latter shortcomings seem to point to the need for coordinating the introduction of the RIA with the overall reform of public administration.
The latter observation is also strengthened by the evidence of the slow extension of the RIA to all draft legal acts prepared by the Government and the Parliament. Although the methodology of the RIA has been adopted by the European Committee in the end of 2000, the adoption of a similar methodology on the higher level of the Government to provide for undertaking the impact assessments of all new draft laws has been slow and still not completed. The process of introducing the impact assessment itself has been somewhat poorly coordinated with different initiatives being proposed and discussed by different state institutions, often motivated by advice from foreign experts. The use of the impact assessment (broader than regulatory) has been suggested by Canadian consultants advising the Government on the introduction of the strategic management, also by the working group on improving the quality of policy making in the Parliament, and the European Committee. It has also been suggested as a part of the broader reforms of public administration under the Sunset initiative aimed at reforming the public administration. 

The adoption of the new provision in the Statute of the Government on the use of impact assessment (primary and more detailed or secondary) and the adoption of uniform methodology have still been slow. The process was accelerated by mid-2002 at the joint initiative of the Government Chancellery and the European Committee and the latest efforts focused on extending the methodology initially prepared only for the assessment of regulatory impact to include the fiscal impacts based on cost benefit analysis, providing a clear and simple methodology, defining clearly when a primary or “shallow” impact assessment is enough, when a deeper impact assessment is necessary and what are the procedures of ensuring that the process actually takes place (actually undertaken rather than being imitated as has been the rule so far). 
After the decisions taken at the Strategic Committee of the Government in January and the decision of the Cabinet of Ministers in mid-February 2003, the “shallow” impact assessment is expected to become a common practice for most Government draft legal norms by the 2004. The use of the impact assessment will be phased in gradually, starting with the “shallow” assessments conducted on the basis of a list of questions suggested as a methodological guidelines.
Conclusions
This brief overview of the process of introducing the RIA in the Lithuanian public policy system and some other studies undertaken on the functioning of public policy and public administration in Lithuania allow for several conclusions
:

In all Central and Eastern European countries, there has been a wide mismatch between the legal requirements to conduct the impact assessment of draft legal norms and the actual evaluation of their impact. Past soviet legacies (focusing on legislating rather on the actual impact and its valuation) as well as a lack of resources account to a large degree for this mismatch. The incentives created by the need to start EU accession negotiations and prepare for EU membership provided the most significant push to reducing this mismatch. They have been supplemented by the right combination of the people with scholarly background in the European Committee who acknowledged the need and initiated the RIA studies, and the EU acting as a model of “best practices” and providing resources (technical advice in importing “best practices”, training). 
The EU factor, however, has had a limited and to some extent contradictory impact on introducing the RIA in Lithuania. Its influence was limited to the extent that it proved important only for assessing the impact of EU legal norms. Its influence has been contradictory because at the same time as pushing to undertake the RIA of implementing EU legal norms, it created time pressure which, in particular during the initial stages, resulted in the overload of public agenda, and therefore more emphasis on transposition rather than implementation. Recent focus of the Commission (and the monitoring reports the next of which is expected next summer) on actual implementation of the acquis might correct to some extent this disbalance between the different stages of policy process.
It has been much more challenging to extend the use of the ex ante RIA (or the general impact assessment) to all draft laws and decrees proposed by the Government and the Parliament (rather than concentrating on the most important EU acquis). Several factors account for this. 

(1) Lack of political leadership highly motivated in introducing the RIA to all draft legal norms. While the European Committee took the initiative to introduce the RIA to the most important EU acquis implemented in Lithuania, no comparable institutional leader emerged for extending the use of impact assessment to all draft legal acts. The process has been slowed down by the extensive coordination of the legal wording and methodology of the assessment of the impact between the European Committee, the Ministry of Justice, the Chancellery of the Prime minister and other institutions. During the debates on the adoption of a Governmental resolution on the impact assessment in February 2003, different ministries advocated the adoption of detailed methodologies in their own policy fields, while eventually the result was a short list of questions rather than a methodology that was prepared for this case.
(2) The lack of political leadership is related to the lack of incentives to use the impact assessment techniques for all legal acts in order to improve the quality of the regulatory norms and increase the quality of public administration. While the Ministry of Finance has strong incentives to have estimates of fiscal impact made, there is no comparable institution which would be equally interested in using the RIA, since most of the costs of regulatory activities are born by companies and consumers (rather than the state budget).

(3) The lack of political leadership could be substituted by strong incentives of the public administration staff to improve the results of regulatory activities. However, this requires either high financial rewards, linked to the use of the RIA, which are obviously limited by the budgetary situation, and/or high degree of accountability for the results of particular policies and particular legal acts, which has also been lacking due to unfinished public administration reform.

The ex ante use of the RIA and the ex post evaluation of the regulatory policy results is closely linked to the overall reform of the public administration in Central and Eastern Europe. While linking the introduction of the RIA to wider horizontal issues of the reform slows down the process, it seems unlikely that the RIA would be introduced successfully without addressing broader issues of institutional structure of public administration (removing the overlap of functions, privatizing the functions which could be undertaken by the private persons and voluntary communities), incentives for high quality work, procedures of accountability and regular consultations with the society, capacities to prioritize public policy programmes, set evaluation criteria and monitor the implementation and achievement of policy results.
It should be noted that the use of the RIA in general has it own limitations that have to be acknowledged in order to make good use of it. It can not replace the political motives but can only inform policy makers who can have other motives (appealing to some interest groups or international organizations) that might override the recommendations provided by the impact assessment. The impact assessment can be undertaken properly only under a set of clear conditions and incentives for people responsible for it (clear guidelines, minimum resources needed, accountability and monitoring procedures). Finally, in the case of the EU legal norms, the ex ante use of the impact assessment is especially useful when there is a choice of policy instruments (when implementing EU directives in the pre-accession stage), and when the national coordination and representation procedures allow the use of the impact assessment results by the representatives of the new member states during the process of negotiations in the EU institutions (after the accession).
� See the background report on Better regulation for the Commission‘s White paper on European Governance in � HYPERLINK "http://.europa.eu.int/comm/governance" ��http://www.europa.eu.int/comm/governance�. 
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� This and other RIA studies undertaken in the framework of this programme in Lithuania could be accessed on the web page of the European Committee � HYPERLINK "http://www.euro.lt" ��www.euro.lt�. 


� They can be accessed on the web page of the Open Society Foundation � HYPERLINK "http://www.osf.lt" ��www.osf.lt�. 


� In 2000, the Phare funding amounted to about 600 000 litas, while the national cofinancing was 14 000 litas. In 2001, the national funding reached 544 000 litas. 


� For the studies undertaken by the Lithuanian Free Market Institute, see the web page of the institute � HYPERLINK "http://www.FreeMa.org" ��www.FreeMa.org�.
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