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' .-_In recent years,. it has become clear that the
- high costs of federal regulations are not always

*efits; and the public-and private Sectors dre-

" devoting substantial resources toward reducmg .
- speculatlve or; m31gruf1cant risks. In response to .

 these concerns, the U.S. Congress has actively

L T - ]consxdered regulatory reform proposals ‘which: -
"3eyulatnr'yr_eféfm has. . o -

[ Hegralay 18 o would require federal agencies to analyze the .
. motheen confined to the. .-+ . igks, cOsts anid beneﬁts of new énvironmental -
" levelof government”.

gover L regulations. * At the sante time, there has been
Coi s discussion ofa’ devolut1on of power to: the

- tal problems and-thus better able to estabhsh
budget and pohcy prlontles

A conducted ‘regulatory.. reform has not beent con--
_fined to the federal level of government.. -

“debate in-the’ 104th Congress, many" governors. -

" and state legxslatures are now expressing inter-- .

“est.in the feform of state.environmental policies . e e
Slat least $5 millionin a 12-mionth period.” The N R

S based on the: prmmples of risk- analysis and risk

' ianagement. - We: beheve these efforts are inter-: S .
. persons, estimate their compliance expendrtures, - ;r:" el

" esting and unportant beécause’ they have the "

g - mentation of both state-specific. regulationand: -
- ‘those federal regulatlons for whxch states are.
T gwen ‘more. authonty -

' governments to determine: {1) the extent of
refofm activity since $990; (2) any use of sk,

- ceived: barriers to mare wxdespread adoption of

" risk-based reforms at the state level. In'this.

- sissue of RISK IN' PERSPECTIVE, we present

" three state cases, our ‘general findings, and rec-;
: vommendauons for. further state- level reforms

. REGUUATORY REFORM TASES
NS New York. Tn 1995, Governor George Patak1
< -sigried Executlve Order 20, formally estabhsh-

S . ing the Governor’s Office of Regulatory Reform -
“w0 . (GORR) and-the structure. for how regulations .-

are reviewed. The Director of the Office, along

- - withe four other semor cabmet advlsors, evaluate_ .

1ust1f1ed by public health or envn:onmental ben-s S

. states,: because states agengcies are more knowl- - ;
"~ gdgeable about regional and local énvironmen- -

Indeed accordmg to an A.ugust 1996 survey we: * créated the «Cost-Benefit Handbook: A- Guxde :,.' S

. Partially stimulated by the regulatory- reform”

potential to change the development and imple- -, -

. - assessment, cost-beneflt analysis, and compara- -
“tive risk assessment spec1flcally, and (3) the per- -

s both current and proposed rules usmg several
criterta, mcludmg whether the rule (1) will pro- S

duce public benefits. which. outweigh: thecosts -
- for affected pames, (2) “is based on credible” -
“risk ‘assessments, using. ‘récognized standards, of

_the degree and nature of the risks which may be L

“regulated, inclading a comparison w1th the .

" .everyday fisks familiar to. the pubhc, (v )is )
'based on souird ‘scientific and économic: mfor- L] '
" mation; and- (4) favors ‘market-oriented sola*

tions ‘over, comrnand and-conttol’ approaches -

. Interesturgly, under an ‘existing state statute, S
' state agencies were already: required to-consider: .
costs.and benefits in the rulerhaking process, -

" but the -provision | hadl been.often 1gnored In

’f‘_‘order to help agencies comply with:the new,

enforceable cost- “benefit requirement, GORR . -

' for New York State’s Regulatory Agenclcs

* analysis for all proposed rules with “an aggre- | :
gate financial impact on alk persons. affected-of

economic analysrs ‘must describe the- affected
.and explain how- the estimates were, calculated.

state agency and approved by the Office of :

- - State. Budget and Managertient (OSBM), or the’ -

| . " amal be done by the OSBM alofe, The "+ -
: .By telephone, we surveyed ofﬁcialsm 35 state anialysis may be-done by.tue. alie, Lhe IR

- Department of Environment, Health, and’

- Natural Resources (DEI-[NR) is one of the agen-'.- e
© U cles wluch chose to conduct its'own analyses, e
_behevmg that nio one-else understands .the conse- " ..: -

.quences of a rule change as well as those who -

: adininister the rule,” Since the DEHNR 'staff

" “includes few econormists, the agency developed ‘

- computer software to coach rlewriters through 'v S
- an economic analysis. The software, through

"'tutorials, examples, and series of structured

".queries, translates the knowledge of program v
" ._personnel into an economic framework of

unpacts and costs.

" Adlen sigred two. executive orders in-an -

",'attempt to reduge the’ burden of regulatton on o

"Vlrglma cmzens and busxnesses. Executlve .

Narth- Carolma ‘On December 1,1995, leglsla- .
tion became effective requiring an economic | Tt

The analysxs ‘may be conducted by’ the'relevant - -

Virgira. On]une 21 1994 Governor George ey R
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Order 13 requlres the Vlrglrua Department of
* Planning’ and Budget (DPB) to. proyide an éco- "
‘% nomic impact staterfienit for.all proposed and .
““existing rules. The role of DPB is unique in:.

this regard—Ph. D, economists at-the DPB -

“conduct'the ecoriomic. analyses, and ‘promul- .

gating:agencies’ onIy prepare fiscal analyses

-Exectitive. Order 15 directs agencies to-review: ”

- existing ‘rules arid regulations and recommend
- to their réspective cabinet-secretaries which.

- pass a law which would make economic:
.. “impact ‘analysis-a statutory reqmrement KR
- Legislation did pass in’ 1994. Then, in 1995 -

. readily understandable by. regulated entities.
" Along with these executive orders, Govertior

; '7."should be amended or repealed Under both : ‘
. -executive orders, regulations are evaluated to .
* :-ensure they are essential to thie public’s health,

safety, or welfare and that they are clear and -

A,llen also’ encouraged the state leg1slature to -

. the state; legrslature expanded the economic

impact statément to include an assessment: of. "
Vthe 1mpacts on prlvate property and loeahtles;~. .

" GENERALFINDINGS .

" ‘New. York, North Carplina, and Vlrgmla are o
not the only states- with regulatory reform ini--~

‘- tidtives. Officials in 25 states reported that

" - there is currently a regulatory reform effort in .

their state. -Most defined regulatory reform as:

‘either-a comprehenswe review of exxstmg Teg- .
* qlations, the' establishment of new cr1ter1a for:
‘the promulganon of regulatlons or the, -

streamlining of the permit process. Other -

latory reform efforts are executlve branch ini

- tiatives, and about half of those were. srgned
by governors in executive “orders. Only a fewv .

_-’federal standards and several requlre a cost-
beneﬁt analy31s to: be mcluded in the ]ustlfrca-‘; o

thIl

-Among the states wrth regulatory reform .
- effortsas, well as those without; “lack of

+ FeSources”. was: percerved to be. the mast’ 51g-

‘nificant barrier to the adoptron and/or’ tmple- §
_y'mentanon of. cost—beneflt and risk assessment, 5
_ réquiremiénts. State officials feel they’ lack the R

. funds, statf,-and data to. conduct extensive .
3. ahalyses. Offieials also expréssed concern -

- that policy makers do fiot fully understand

“the uses and limitations. of risk assessthent -
. and cost- benef1t analy31s, partlcularly with
“regard. to. unicertainty: " Duate to significant data
gaps, risk and cost estimates are. often uricer-

_tain‘and even sub]ectlve, and officials’ fear'any. -

" estimate. will be a target for cr1t1c1sm by both o

1 ohcy makers and mterest groups

| -';Pant:y RECOMMENDATIONS : ‘_
. ». To conduct rrsk assessments and economrc; -

) analyses, state agencies ‘need data’ and
“trained staff.to-analyze that data..

Governors and | legislatures should ensure
- -“that agencies have the necessary resources. o

to meet new cost- beneflt and r1sk crrterla

e Pollcy makeérs. should also educate ‘thern*-

= officials discussed cornparative risk assessment.. .
: Ipro]ects, performance pattnership. agreements o
*“with the U:S, EPA, and.the development.of - -
env1ronmental ‘management systems‘for indus-’

" try self-audits. Nineteen of the 25 state regu
FOR MORE iNFOBMAﬂQ SO

- of. the reform packages were legislative-initia-

tives.: However, officials in 19 states acknowl-

edged that their state. leglslatures had cons1d- »

. ered regulatory refOrm lJlllS in. “the last two

. years T

. “Economic; analysrs seemed to. be rnore preva-

lent in state environmental agencies than risk .

- assessment: fo1c1als in 235 states reported that
" their state agericies have used risk assessment.

- use of risk assessment. In companson, offr- ’
'+ -cials in 25 states said that state’ agencies are -
' requu:ed to analyze the costs of new! env1ron-
‘mental regulanons - Of those, eleven states ._'
~ - require -an actual cost- -benefit analysis, or a
direct comparison ‘'of costs and benefifs, .

.

in envxronmental regulatory decisions;-but, of

those, only seven states actually require | the

including Arizona, Kansas, Louisiana, "
Massachusetts, Michigan, Mississippi,- New

Jersey;. Pennsylvanid; and Washington.
. Interestingly, at least:27 states. have executlve

orders orstatutes which direct agencies:to jus- - .

o trfy regulatlons whrch ‘are more, strmgent than

[
o

ol staff, and modest' funds

- selves aboyt the: potent1al uses and. hrmta- .

- tions of risk assessment and, cost-benefit
analys1s Specrﬁcally, governors,’ legrslators,
and agency heads.should understind and
apprecrate the’ uncertalnty involved in risk,

o ranges, rather than -as pornt estunates

" and rufewriters'in’state*agencies, need. bet-
.ter training .in 1isk' assessment and ecor .

;. emi¢ analysisi. State governments should
« partner with state’ universities and with

",these tools

e Academrc msntutlons, research centers, S
o ,consultlng firms, and/or the federal govern-

ment'should be: mvoIved in developmg sim*

_ ple risk, comparative- -risk; and cost—beneflt;'
'+ models whrch could be used by state agen-:.

cies'with minimum data, lrrmted tramed

_to meastre the performance of regulatory
reform efforts.. Many-states have created

*.- néw, often. more complex, processes for the )

.- . promulgation of regulations, but have ndt *

" determined-how results will be measured
" and what would constitute success or farl—
“ure. " Attéention to_such’ details could trans-,

form the current reform efforts into a longer

term’ process of continiiotis review and
, 1nnovat10n in state env1r0nmental pohcy

RN

' _'Pract1t1oriers, such as’ program personnel,'f ’

; }each other to prov1de ‘written guidanke : and
. training workshops on the mechamcs of R

cost, and bénefit estimates, and;.for exam- .+ - -
“ple, feel: ‘comfortable receiving- esnmates ‘as

.f 'Fmally, policy makers should: consxder how - s




