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The sense of impact assessment
Impact assessment is a comparatively new tool for public administration in candidate countries. The impact assessment of laws
 is only one part of the impact assessment of integration into EU. It should be analysed closely together with impact assessment of other policy decisions- e.g. positions for accession negotiations. The impact assessment can benefit in expected results only when it is an integrated part of policy decision making process, not as an ad hoc measure.

In practice two targets of impact assessment of political decisions must be emphasised:

1. For politicians to comprehend why the content of decision to be adopted is in one way or another and what consequences can arise.
2. To inform in due time society on possible consequences. It is particularly important in period before referendum on accession, to be organised in almost all-existing candidate countries.
Methods of Impact Assessment
SIGMA proposes to divide the impact assessment into two categories – general impact assessment and thorough impact assessment. In the first categories, such techniques are mostly used – inter-ministerial meetings, consultation with stakeholders and interested parties, evaluation and use of the results of the existing research, limited cost-benefit analysis and test of the legal draft by applying it some real cases. In the second category for the advanced impact assessment, one can use – cost-benefit analysis, cost-efficiency analysis, technical advice from outside the administration, and simulations
. The methods that can be used are following:
· to assess expected costs, consequences, and impact on society as such and impact on particular social groups;

· to evaluate and to calculate the real costs of the already implemented policies and programmes;

· to compare the real costs and expected costs of the policy instrument and to evaluate efficiency of the policy instrument;

· to conduct cost-benefit analysis before policy documents are approved;

· to give information to government on choices. 

· to use at every step of decision-making for improving the substance of the policy and as well as improving the elaboration and implementation mechanisms.
The impact assessment can benefit in expected results only when it is an integrated part of policy decision making process, not as an ad hoc measure. By other parameters the parts of evaluation shares following - initial assessment (ex-ante) and assessment of enforcement (ex-post).
The relationship between policy cycle and impact assessment
:










Annotation system
The practical tool for ex-ante impact assessment of laws could be so called annotation. It is a unitary form to analyse all aspects of possible impact in details. Annotation in substance is rather similar to explanatory note, memorandum etc. used in other countries. The aim of the annotation system is to ensure that the social, economical impact and fiscal impact on state and municipal budget of draft law are estimated. The system must also exclude possibility to adopt mutually conflicting legal acts. Annotation also is the technical tool for planning further short and medium term actions, ensuring that sudden negative financial or legal consequences will not appear. The negative consequences could be both internal and external.
Draft legal acts for which the annotation should be prepared

Taking into account that resources are limited, there is always a discussion, what legislation assessment should be carried out. The author disagrees with opinion that implementation of EU law in Latvian national law should be excluded from impact assessment
. This statement by Phare expert was based on an opinion that if Parliament has submitted application for EU accession, than all legal consequences must be known and decision-makers must follow them without objections. EU law will never function effectively, if its norms will be implemented without assessment of eventual internal and external consequences. In several cases it is up to the Member State to choose methods of implementation, the Member State is liable for introducing norms in practice. In Latvia the meeting of the state secretaries
 decides for which concrete draft legal acts annotations should be prepared. It must be implemented to all draft laws; draft regulations of the government causing any fiscal effect on the state budget and municipal budgets; other draft regulations of the government for which any of state secretaries has requested an annotation and the meeting has accepted it. The ministry, which elaborates a law draft, can prepare annotation on its own initiative already before state secretaries meeting. In practice, the state secretaries may leave without annotation some documents, which might in the future have major social impact. Nevertheless usually the information on possible impact of those acts is supplemented in simpler form (explanatory note or in covering letter).

The content of the annotation
The annotation is a single document. The author (respective ministry) of the draft law is also responsible for a text and data in the annotation. During the harmonisation process, the institutions evaluate the respective part of the annotation that directly deals with competencies of institutions. The annotation contains the following parts:

Part 1. Why is the legal act needed? (State Chancellery evaluates this part of annotation prepared by responsible ministry).

1.1. Characteristics of the present situation;

1.2. Concept of the draft legal act.
Part 2. The impact on the development of the society and national economy:
2.1. The impact with respect to the macroeconomic environment. (Ministry of Economics)

2.1. Impact on business and simplification of administrative procedures- (Ministry of Economics);

2.2. Assessment of the social consequences- (Ministry of Welfare);

2.3. Impact on environment- (Ministry of Environment).

Part 3. The impact of the draft legal act on the state budget and the municipal budgets: (Ministry of Finance):
3.1. Changes in budgetary incomes for next five years;

3.2. Changes in budgetary expenditures for next five years;

3.3. Financial impact;
3.4. Predictable compensatory measures for financing the additional expenses- 
3.5. Detailed calculation of financial substantiation.

Part 4. Possible impact on the system of legal norms in force- (Ministry of Justice): What legal acts should be additionally issued? Have respective drafts been prepared with respect to the Regulations of the Government (including regulations the issuance of which is envisaged in the elaborated draft law) the aim of their issuance, the main items of content, as well as the deadline for elaboration shall be indicated?
Part 5. With what Latvian international obligations the draft legal act complies:
5.1. Obligations to the European Union- (European integration bureau). The main question in this chapter is why the given EU acts should be implemented in the Latvian legal system this way;
5.2. Obligations to other international organisations- (Ministry of Foreign Affairs);
5.3. Table of Conformity Assessment with acquis- (European integration bureau).

Part 6. Consultations have been held in preparation of the draft legal act- (State Chancellery):
6.1. Which NGOs have the consultations been held with?

6.2. Position of these NGOs.

6.3. What public information actions have been organised and what is public opinion;

6.4. Consultations with international consultants.
Part 7. How will implementation of the draft legal act be ensured - (State Chancellery):
7.1. Will the new state institutions being created or the functions of the existing are being expanded?;
7.2. How the public will be informed on implementation of legal act?;
7.3. How can an individual defend his rights, if the law restricts him?
Experienced problems
By evaluating annotations prepared some years ago, the common impression is that legislation neither has serious impact on state budget, nor new institutions will be established and more obligations for society will be created. However, in reality there are problems. The Latvian government has suffered from some mistakes in impact assessment process, which could seriously impact social situation and public opinion in referendum. For instance, Latvia initially hasn’t requested a transitional arrangement for reduced VAT rate for heating, unlike the Czech Republic, Estonia, Hungary and Slovakia have. Only at the end of negotiation process (shortly before Copenhagen summit) Latvian negotiators achieved a transitional period for implementation until 31 December 2004. The same problem concerned a lack of assessment in due time how to implement EU norms on sulphur content of certain liquid fuels used in heating. The delayed assessment due to which Latvia hasn’t asked transitional arrangement will lead to unexpected rise up of heating expenses. As such expenses will impact all population, the allowed misdoing can raise negative public opinion on Latvian possibility to be a Member State on full value.
Impact assessment and setting priorities
Due to the lack of financial resources not all budgetary expenses mentioned in the annotation afterwards could be afforded. Impact assessment can be used as tool for setting state’s priorities. It relates also to ex-ante and ex-post assessment of laws- as for choosing the best method for introduction of new EU measure, as well as deciding on allocating finances for implementation of previously adopted national laws. Composing the draft state budget for year 2003, all budget priorities proposed by line ministries were assessed by the following criteria - what positive/negative after-effect will arise if additional budget funding will be/ not be allocated and planned action will not be realised. In order to allocate additional finances for most necessary short-term actions to fulfil commitments made, only actions with following possible impact were supported:

1. Impact on referendum result. E.g. if the public information campaign on integration into EU will not be performed (because there aren’t needed financial resources), the referendum result could be negative.

2. Impact on internal political situation. E.g. if due to the inadequate national funds it will be impossible to profit from pre-structural instruments in agriculture, the farmers can start a general strike.

3. Impact on financial relations with EU. E.g. if we will not establish necessary statistical system, we can’t correctly calculate our payments in EU budget. Or if we will not elaborate necessary rural registers, we can’t get direct payments for farmers.

4. Impact on economical development. Particularly important is to support actions in those sectors where it will be possibility to introduce safeguard measures from EU according to the Accession Agreement. Therefore actions in areas of four freedoms (free movement of persons, goods (especially development of customs IT), capital and services) should be defined as significant priorities.

5. Possible Commission’s proceedings against Member State before the ECJ where the state has not implemented the measures necessary in order to comply with acquis, which could cause further payment of a fine if the earlier judgement, is not fulfilled. In practice, only one case has resulted in real payment of fine
. Nevertheless it should be taken into account, that elimination of certain gaps could require even more investments, which can’t be done in short term. E.g. the experience of Greece proved that starting investments even after Commission’s observations it’s impossible to build necessary waste disposal system and to avoid judgement on fines.

6. Possible private party’s claim against Member State to pay damages where the state violated EU law and person has suffered a loss.

If any priority will not have such effects it could be either realised with less amounts using existing resources or postponed. Hence the ex-post assessment is the useful consecutive measure for implementation of already adopted decisions (including laws). 
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� The term “law” is used in this paper in broader sense, including also regulations of government and other legal acts, transposing acquis communautaire.


� Improving policy instruments through impact assessment. Sigma paper No.31// Paris 2001, p.11


� Improving policy instruments through impact assessment. Sigma paper No.31// Paris 2001, p.9


� J.R. Itturriagagoitia “Seku analīzes palielināšanas iespēja Valsts kancelejā”. Phare projekta noslēguma ziņojums/ Rīga, 1997.


� State secretrries meeting decides to which other institutions the draft should be sent for harmonization of the opinions.


� Case-387/97 Commission v Greece
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