Building Administrative Capacity in Strategic Planning, Coordination of Law-Drafting and Implementation Processes. Lessons from Slovakia

Anton Marcincin

Economist, The World Bank

1. Why Regulation
Maximize net social benefits (where market fails: public health and safety, provide legal certainty for consumers and companies, etc…) - Efficiency, Accountability, Transparency

2. The Regulation is Costly 

    The Economist (1996, July 27 – August 2)
· Public budgets are limited

· So, let’s regulate: regulatory budget is seemingly unlimited

· However, regulation-related costs are bore by businesses and consumers

· Over-regulation hinders growth

3. Don’t Blame EU for the Costs!
We have to adopt these measures, because EU wants it from us. No RIA could help us.
· “EU demands it.” Sometimes useful, as it prevents politicians from playing games with important legislations

· BUT usually covers inability of administration to understand EC Directives or hides measures, which have nothing to do with EU

4. EU’s Regular Reports on Slovak Republic
	1998
	little progress in developing the necessary administrative and legislative capacity to adopt the acquis

	1999
	the administrative capacity did not receive sufficient attention

	2000
	little progress in strengthening relevant institutions

	2001
	overall progress has been limited

	2002
	largely sufficient, though still rather fragile, capacity to ensure effective implementation and enforcement of the acquis


5. Regulatory Impact Analysis, The European Policy Center (2001)

“RIA is an analytical and systematic approach to regulatory problems, encompassing a range of tools and techniques aimed at assessing the effects of regulation. It also provides a structured way of communicating results to decision makers and to the public at large.”

6. RIA – Guiding Principles, The European Policy Center (2001)
· A sub-set of the regulatory reform process, which should, in turn, be part of the wider review of governance

· Cover all elements of society

· Full transparency

· Analysis of high quality

7. RIA – Six Pillars, The European Policy Center (2001), Morrall (2001)
· Justification: identification of problem and justification of intervention (statement of need)

· Consultation with all stakeholders

· Analysis of costs and benefits

· Maximizing overall net benefits

· Consistency of procedures and methods

· Accountability: consequences of tool selection
8. RIA is Complicated and Costly
Although provides many benefits, it is itself costly and timely

· requires specific human capital and institutions (technical dimension exercise)

· requires legislative backing

· political priorities vs. delays needed to conduct RIA

· economy of scale improves efficiency

Requires certain political culture (political dimension exercise).
9. Justification
· Agents often prefer to keep identification of problem in mist

· Allows them to provide essentially wrong justification for government intervention

· The ultimate goal is not necessary maximization of net social benefit
10. Consultations
· Agents often prefer to consult only favored parties

· Hurt groups are kept uninformed till the regulation comes into force

· Important elements of the regulation are often intentionally introduced only in the Parliament

11. Analysis
Quality of analysis intentionally bad, no idea of costs, benefits and alternative solutions

· problematic access to data

Objectively, the quality of analysts in transition countries is often bad

Objectively, small countries suffer from lack of highly specialized analysts

· lack of competition

· political pressures

12. Maximizing Overall Net Benefits
· Political economy: interest groups able to reach their goals more often, than general public

· Too many tasks for the transition government disperse its responsibility

· Who are the advocates of general public in small transition economy?

13. Consistency
· Use of standard procedures requires political will

· Even if made a rule, requires enforcement

· General consensus of use of RIA within the society
14. Accountability
· Clear communication to decision-makers on consequences of selected alternative requires both good analysts and politicians

· Accountability does not exist in the Slovak language

· Independency of analysts in small economy

15. OECD Best Practice, Alter (2001)
· Political commitment to RIA

· RIA program responsibilities

· Train the regulators

· Use consistent but flexible analytical method

· Data collection strategies

· Target RIA efforts

· Integrate RIA with the policy-making process

· Communicate the result

· Involve the public

· Apply RIA to new and old regulation
16. EU’s Regular Reports on SR II
· Legislation: Public administration reform, Civil service law - Independence and accountability

· Functional institutions

· Fight corruption

· Improve communication
17. Current Slovak System

18. Draft Law – Parliament, Act no.3501996
· Evaluation of current state

· Reason of change

· Economic, fiscal and employment influence

· Legal compliance (especially with acquis)

· PI, may invite analysts

· Government opinion - RIA is no explicitly demanded, though some elements are present 
19. Parliamentary Institute
· Aims at securing analytically functioning of the Parliament

· Department of legislation and approximation - 15 employees

· Department of Analyses and Planning - Section of economic and social analyses, 5 employees; Section of analyses of internal and foreign policy and European integration, 7 people

20. Government Initiatives, Instruction no.512/2001
· Exact and complex information of current state

· Clear and realistic description and plan of changes, including alternatives 

· Fiscal, economic, environmental and employment influence clause, legislative compliance - Quantification of impact on households and enterprises

· Inter-ministry comments (web), SIA

· Discussion by Government Councils
21. Section of Economic Policy, Office of the Government, Internal Regulation
· Prepares macroeconomic analyses

· Talks to general public and experts

· Number of employees: 15 (RIA is not demanded; capacity low).
22. Regulatory Offices
· Financial Market Authority

· Office for Regulation of Network Industries

· Office for Regulation of Telecommunications (RIA is no explicitly demanded, though some elements are present)
23. Political will

· Central vs. Local Governments

· Knowledge and education

· Finance

· Time

· Transition - other priorities

· Size of economy, lack of competition (Best practices!)

24. Too Many Formal Changes, WB (2002), Development Policy Review
“…keep in mind that it is the implementation of EU policies, more than membership per se, that will determine the pace of the hoped-for convergence.”

25. Reasons of Optimism
· Instruction no.512/2001 submitted by Anti-Corruption Unit

· Knowledge transfer

· US and European Universities (NGOs)

· EU Programs

· International institutions like WB, IMF, EBRD…

· Some elements of RIA present

· Gradual improvement

RIA benefits outweigh costs, so given the constraints discussed, the only question is TIMING.
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