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1. INTRODUCTION

1.1 Background

Through the introduction of new regulations or the amendment of existing regulations,
environmental and other policies may result in impacts across society. These can include
changes in government expenditure, impacts on different sectors of industry, changes in
costs faced by consumers and a range of other social and environmental effects.

Within the policy making process, there is a range of approaches which could be adopted
to provide decision makers with an understanding of the implications of a
policy/regulation. These range from qualitative approaches which rely on a description
of the impacts to quantitative approaches which attempt to provide further detail on the
nature, magnitude and significance of potential effects. Economics provides two
approaches which fall into the latter category, these being cost-benefit analysis and cost-
effectiveness analysis:

• cost-benefit analysis examines the trade-offs in terms of the costs and benefits of a
policy; and

• cost-effectiveness analysis determines the least-cost option of attaining a pre-defined
target.

In some countries, these two techniques are applied across many policy areas, while in
others they are used more commonly in particular areas, such as environmental
regulation, than in others. However, application in general varies greatly across EU
countries and worldwide. In many cases, this variation is a reflection of different cultural
perspectives, views on risk and uncertainty, and concerns over the need to ensure a more
sustainable future.

1.2 Historical & Cultural Context

During the early part of this century, and particularly the period following World War II,
an increasingly regulatory approach to government developed in many western
democracies. This was in part a response to rapid technological developments, leading
to an expectation that governments should intercede in the resulting changes to society
and business. By the time the oil crisis of the early 1970s hit the international economy,
there was significant support for the belief that regulation had become excessive. In the
midst of a global recession, the need to spend limited government resources to achieve
the greatest social good coincided with a push in many western countries to curtail
regulations and thus unfetter businesses from needless regulatory constraints.

In the push for deregulation, questions developed about which regulations to remove,
which to maintain, and on what basis should such decisions be made. The criteria for
judging whether a regulation is necessary or excessive ranged – and still range – from
economic to political, ethical, cultural and other social, scientific and technical criteria.
The focus of this report is on the use of economic criteria for policy and regulatory
analysis. It must nevertheless be acknowledged that the other, non-economic criteria
influence both the content of economic appraisals and the way in which they are received.
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Given that this report is primarily concerned with economic appraisal of environmental
policies and regulations, it is also important to note that the past 30 years have witnessed
a growing awareness of the impacts of human activities on the environment. Whether the
issue is diminishing fish stocks in rivers, smog or acid rain, economists have been
exploring how to improve the environment while accommodating economic growth. The
resulting efforts have contributed to the evolution of the push for deregulation into one
for better regulation. It is notable that the use of economic appraisal tools appears to have
developed most in those countries which most embrace free market principles, with
science-based tools being preferred in other countries.

1.3 The Scope of the Study

This study has been commissioned by DG III (Industry) of the European Commission to
analyse the way in which cost-benefit analysis (CBA) and cost-effectiveness analysis
(CEA) are currently used in the policy making and legislative processes by a range of
mainly European countries. The study specification sets out a range of questions to be
answered, namely:

• are CEA and CBA integral parts of the policy making and legislative process?

• how is the requirement to use these tools stipulated?

• do guidance documents or special training for civil servants exist?

• if CEA and CBA are notintegral parts of the policy making and legislative process,
in what cases are they used?

• do CEA and CBA only apply to environmental measures or to other policies as well?

• how are these tools used in practice? Who is involved (industry and other interest
groups)? What is the timing?

• once a CEA or CBA has been carried out, what happens to the results? Does a
procedure for evaluation exist? Is there a real possibility to cancel or amend
proposed/intended policy measures or legislation? and

• is anex-postevaluation of the measures taken carried out?

For three countries selected from the initial group, the specification required further
consideration of how and why the use of CBA/CEA has become part of the policy
making or legislative process and the impact they have on the process; how the approach
to CBA/CEA has been developed; how these tools are applied, along with the pros and
cons of the particular approach; and how these issues compare between the countries.

1.4 The Study Approach

The study has been split into two parts. The first involved a broad-brush consultation to
establish the use of CBA and CEA in the fifteen Member States of the European Union
and in Australia, Canada, Japan and the United States (US). Nearly 70 ministries and
other government bodies were contacted in the nineteen countries. Questionnaires were
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sent to most of these, and detailed responses to the survey were received from 40
organisations1. These are reproduced by country inAnnexes 1 to 18, with a copy of the
questionnaire reproduced inAnnex 19.

The consultation focused on economists and policy analysts within government ministries
and departments concerned with environmental regulation, finance and economic affairs.
Contact names within these ministries were obtained initially through colleagues from
an OECD workshop on the use of socio-economic analysis (SEA) as a decision making
tool, and from a Specialised Group meeting held in Brussels in November 1997. Several
contacts were also suggested by Directorate General III, in particular, for ministries in
Denmark, France and Ireland. A range of other formal sources (such as the Australian
High Commission and Japanese Embassy in London) and less formal sources developed
through other work were also used. While the survey responses have provided extensive
information for use in this report, it should be noted that some key ministries did not
respond. In other cases, the individual who responded may have done so from the
perspective of his or her section in the ministry, while someone from another section may
have responded differently. We therefore caution against considering the responses to
reflect with complete accuracy the way CBA and CEA are used.

As indicated above, the second part of the study involved more in-depth case studies on
three countries – Canada, the Netherlands and the United Kingdom (UK) – to examine
their use of CBA and CEA in greater detail. These countries were selected on the basis
of their responses during the first stage, which indicated that their use of these economic
appraisal tools is well established. The countries could therefore provide good material
for discussion of how and why these tools have become part of the policy making or
legislative process, how exactly these tools are applied, the effects of their application on
the resulting policy or legislation, and lessons learned thus far. In addition, the three
countries selected demonstrated enough differences in their approaches to allow for
interesting comparison.

1.5 Structure of the Report

Part I of this draft final report presents the general findings of the study, taking into
account responses to the questionnaire as well as the literature review. To this end,
Section 2 provides an overview of the use of CBA and CEA in the countries of concern,
the driving factors behind its use, whether use is coordinated and any guidance
documents exist. Section 3 considers the people involved in the appraisal process, from
the appraisal team to stakeholders and peer reviewers. The issues of timing, impact of
the appraisal on the final decision, and the use ofex-postevaluation are discussed in
Section 4. Section 5 addresses issues where debate is strong.

Part II presents the findings of the three case studies, in order to provide a few country-
specific overviews of how CBA and CEA are integrated into policy making. Canada, the
Netherlands and the UK are each discussed in turn.

1 Of these, Health Canada provided responses from four sections of the ministry.
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2. USE OFCBA AND CEA AS APPRAISAL TOOLS

2.1 Overview

In order to characterise how CBA and CEA are used by European and other decision
makers, it is important to first establish:

• the range of appraisal tools which different countries use;

• the types of policy issues generally subjected to appraisals;

• the nature of any appraisal requirements and whether they stem from legal
requirements, government policy or more informal requirements; and

• whether appraisal activities are coordinated within and/or between government
departments.

The responses to questions concerning these issues provide a good indication of the
spectrum of appraisal activities undertaken with the countries surveyed. This spectrum
will range from those countries which have strict requirements for the use of CBA and
CEA across a wide range of policy areas and highly developed systems for co-ordinating
appraisal activities, to those which generally apply other appraisal methods (whether
qualitative or quantitative) and have little formal intra- and/or inter-departmental co-
ordination.

Understanding both ends of this spectrum is obviously central to understanding the
variation in the appraisal processes adopted in the development of environmental and
other policies. Such an understanding is important in identifying how the current
processes can be built upon or influenced. It also provides an important indication of the
degree to which EU countries are undertaking appraisals which are compatible with those
being undertaken by the other countries examined in this study (Australia, Canada, Japan
and the United States).

The remainder of this section sets out basic information concerning the general appraisal
requirements within the various countries as indicated by the questionnaire responses and
the case study interviews. Although care has been taken to survey the key government
departments, we would like to reiterate the need to be cautious in drawing too firm
conclusions from the survey results where our approaches have failed to generate
responses or we may have received responses from only a sub-set of relevant government
departments. Thus, the spectrum of activities characterised below should be treated as
indicative rather than absolute.
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2.2 The Range of Appraisal Tools

2.2.1 Application of CBA and CEA

The survey indicates a wide degree of variation between the countries, and government
departments within countries, concerning the use of CBA and CEA. Overall, thirteen of
the countries surveyed indicated that they used either CBA or CEA, or both. The only
countries which do not use these tools at a policy level are Germany, Italy and Ireland
(although Ireland indicates that it uses CBA at a project level for some forms of
infrastructure development, such as roads).

Nine of the countries surveyed reported the use of CBA as part of environmental
regulation, as indicated in Table 2.1 (see end of Section 2). In some countries, such as
Australia, Canada, the UK and the US, the application of CBA will range from partially
quantified analyses to fully quantified analyses, where the latter involves the monetary
valuation of environmental and human health effects. In other countries, responses
indicated that the analysis focused mainly on the costs to industry and government (see
also Section 2.2.2 with regard to other approaches), with there being little to no monetary
valuation of environmental and human health effects.

Such partial valuation exercises are common, particularly in the environmental sector,
owing to the difficulty and controversy surrounding the valuation of ecological functions
and changes in human health (whether morbidity or mortality effects). As a result, the
guidelines which exist in many countries concerning the application of CBA recognise
that it may not be possible to undertake a full monetary CBA (see also Section 2.4
below).

Other countries such as Sweden and Spain have indicated that CBA-based approaches
(in other words, analyses of trade-offs based on the principles underlying CBA) are more
likely to be adopted than a CEA based approach (although Spain’s Ministry of Finance,
Office of Analysis and Budgetary Planning is understood to be developing a CEA
framework for use by government departments). The Spanish Ministry of Finance is,
however, one of the countries to have also expressed a reluctance to use CBA because
it is believed that the application of these tools is restricted by the availability and
reliability of the data required for the analyses. Similar arguments are made by
Germany’s Federal Institute for Consumer Health Protection and Veterinary Medicine
(BGVV) and the Federal Ministry for the Environment, Nature Conservation and Reactor
Safety (BMU) which view CBA as vulnerable to political attack because of this
unreliability.

These views are in contrast to both the UK’s Department of Trade and Industry (DTI) and
the Austrian Federal Ministry for Economic Affairs which both consciously choose CBA.
In the case of the DTI, CBA is viewed as a more thorough method of policy analysis than
just considering the costs of the policy, while the Austrian Ministry believes that CEA,
for example,“hides more than it shows”.

With regard to CEA, twelve of the countries indicated that they made use of such
analyses in regulatory assessment. In two countries, Japan and Denmark, CEA was
indicated as being used where CBA was not also used. The Japanese survey response
indicated that environmental standards are set regardless of costs, although the general
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aim is for the standards to be implemented in the most cost-effective manner possible,
and hence the reliance on CEA. We are aware, however, of the use of CBA in the
environmental field by Japanese research organisations under government sponsorship
(if not including direct government involvement) in areas such as air pollution policy.
For example, economic modelling including the valuation of human health effects
associated with sulphur dioxide emissions has been undertaken as part of the
development of Japan’s emissions reduction policy.2

Several of the EU countries (Belgium, France, Germany, Finland, the UK, etc) reported
their intentions to following the approach set out in the EC’sTechnical Guidance for the
Development of Risk Reduction Strategieswhich requires an assessment of advantages
and disadvantages of marketing and use restrictions proposed for chemicals governed by
EC Regulation 793/93. Although this guidance does not specifically require the use of
either CBA or CEA, the principles set out within it are based on the application of a
CBA-type approach.

Some of the ministries that do not currently use either CBA or CEA are considering
developing the use of these tools in the future for policy appraisal. In particular the
Saskatchewan Department of Environment and Resource Management and the
Newfoundland and Labrador Department of Environment and Labour are considering the
use of CBA and CEA to aid future decision making. Decisions made by the
Saskatchewan Department are currently based on biological science and stakeholder
involvement rather than formal CBA as providing the best means of maximising the
societal benefits. One controlling factor for the Newfoundland and Labrador department
is that they do not currently have any economists on staff to carry out such analyses.
However, the BGVV is developing a data bank on consumer exposure to various
chemicals and has indicated plans to consider socio-economic analysis (which may
include CBA/CEA) once this data bank is complete.

2.2.2 Other Appraisal Tools

Although the focus of this report concerns the degree and manner to which different
countries apply CBA and CEA, it is important to remember that there is a range of
different assessment tools which could be used to assist in the appraisal of policies and
government project-related expenditure. The use of CBA and CEA must, therefore, be
seen within the context of appraisal more generally, where other potential tools include:

• compliance cost analysis;

• Environmental Impact Assessment (EIA);

• simple scoring and weighting techniques and more sophisticated Multi-Criteria
Analysis (MCA);

2 The Pollution-Related Health Damage Compensation and Prevention Association
(1997): Japan’s Experience in the Battle Against Air Pollution, Japan.
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• trend analysis; and

• checklists.

All of these tools provide some indication of the advantages and drawbacks of a given
proposal. The key variations are in the level of detail required, the degree of
quantification involved in applying the methodology and the area of focus.

Compliance Cost Analysis

Compliance cost analyses are undertaken in a number of countries where these are
focused on providing an indication of the impacts which a proposed regulation will have
on industry and their significance to the competitiveness of the sectors in question. They
differ from CBAs in that they focus on estimating the financial costs to different
industrial/business sectors, rather than examining costs in economic resource or
opportunity cost terms (as required in a CBA). Often such analyses also require that
particular attention is paid to the impacts of a new regulation on small companies, given
that they are less likely to be able to absorb additional costs.

Formal Compliance Cost Assessments (CCAs) are required of all new regulatory
proposals within the UK.3 The guidelines on undertaking a CCA state that the analyses
are intended to:

• show the likely cost implications to business of complying with new or amended
regulations;

• inform Ministers, Members of Parliament, business and other interested parties of
the cost implications of regulatory proposals well before a decision is taken to go
ahead; and

• ensure that new or amended regulations do not impose unnecessary burdens on
business.

It is recognised that the CCA is not equivalent to a full economic CBA, and indeed the
guidelines recognise that full CBAs may be required for those policies giving rise to
significant costs. The compliance costs considered within CCAs include all incremental
recurring (annual) and non-recurring (capital and other one-off) costs arising from a
regulation. Other information required within these analyses includes details of the
sectors and number of companies within them likely to be affected, the impacts on small
businesses, and the impacts on the UK’s competitive position. The guidance also
acknowledges that the European Commission prepares its ownfiche d’impact, but
indicates that it is no substitute for a government department preparing its own CCA.

Requirements for analyses similar to those in the UK exist in a number of the surveyed

3 Department of Trade and Industry (1996):Checking the Cost of Regulation: A guide to
Compliance Cost

Assessment, HMSO: London.
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countries, including Austria, Canada, Finland, Italy, the Netherlands, Portugal, Spain and
the US.4

Environmental Impact Assessment

Environmental Impact Assessments (EIAs) are generally thought of as operating at a
project level, with specific regulations (such as EEC/85/337) requiring that all major
development projects falling under certain headings are subject to one. However,
Australia has developed a framework for environmental and health impact assessment
(E&HIA) which builds upon the principles of EIA; although it is focused towards project
level assessments, it is also applicable at programme, plan and policy levels.5 This
framework sets out a seven step approach involving:

1) Screening: is an E&HIA required?
2) Scoping: what issues must be addressed?
3) Profiling: what is the current status of the affected population or local

environment?
4) Risk assessment: what are the risks or benefits?
5) Risk management: can risks be avoided? Are there better alternatives? Can the

benefits and risks be costed? etc.
6) Implementation and decision-making: does the assessment provide information

for decision-making? Is there a conflict to be resolved? etc.
7) Monitoring, environmental and health auditing, post-project evaluation.

The framework bears many similarities to the types of framework which most countries
indicate surround their use of CBA or CEA. Perhaps the greatest difference between
CBA/CEA on the one hand and EIA on the other is the additional focus given by the
latter to consultation and stakeholder involvement. Although this is not reflected in the
above seven steps, consultation and stakeholder involvement tend to be a more formal
requirement within EIA procedures. Another potential aspect of EIA which varies from
the use of CBA or CEA is the explicit requirement of monitoring and post-project
evaluation. Although some countries and some government departments will have
requirements for suchex-postevaluations of policy, these will not necessarily form an
automatic step within the appraisal process (see also Section 4).

Multi-criteria Analysis and Scoring and Weighting Techniques

Multi-criteria methods provide an alternative framework to CBA and CEA for examining
the trade-offs between different policy options. They do this through the use of scoring
and weighting systems which may be either qualitative or quantitative in nature and

4 Based in part on data presented in OECD (1997):Reforming Environmental Regulation
in OECD Countries, OECD: Paris. In different countries, this tool may be referred to
as a Business Effects Test, Business Impact Test, etc.

5 National Health and Medical Research Council (1994):National Framework for
Environmental and Health Impact Assessment, Australian Government Publishing
Service: Canberra.
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involve either simple mathematical operations or more sophisticated manipulations.
Their attractiveness lies in the fact that the use of such techniques avoids the need to
place monetary values on all impacts for them to be explicitly taken into account in an
assessment. In this sense, they are often viewed as being more flexible than economic
appraisal methods and applicable to a wider range of social and environmental issues.
Economists contend, however, that these techniques are inferior to economic appraisal
methods because they provide no indication of whether the benefits of an action outweigh
the costs in resource terms.

The fact that eight of the countries indicated that they also used multi-criteria/scoring and
weighting techniques as part of environmental policy appraisal illustrates the important
role that they can play in this area. From the responses, however, it is not clear in what
contexts these methods are used as opposed to CEA or CBA for those countries which
apply them (Austria, Canada, Denmark, Finland, Ireland, the Netherlands, the UK and
the US). It is possible, though, that these methods are used to supplement the information
provided by CBAs involving partial valuation, where they can assist in highlighting the
relative differences between policies in terms of the significance of non-valued costs and
benefits. Similarly, they could be used in a cost-effectiveness/utility-type approach to
indicate the relative advantages and disadvantages of alternative ways of achieving pre-
specified policy goals.

Checklists and Trend Analysis

Checklists and trend analysis can be used to provide quick indicators of the potential
implications of a proposed policy.

Checklists can be used at a preliminary level to identify potential impacts and thus may
complement or form part of an overall CBA- or CEA-based approach. Alternatively, they
may be used instead of economic appraisal methods to provide a more readily applied
means of indicating likely impacts. Similarly, trend analysis can be used to provide an
immediate overview of likely impacts, with such analyses also providing some indication
of significance (albeit in a crude manner such as a varying number of plus or minus
signs).

These methods can be criticised in that they do not provide an indication of the relative
significance of impacts falling under different headings. As a result, they provide less
information than CBA and CEA (or the other assessment tools considered above). For
some policies, however, detailed information on magnitude and significance of impacts
may not be necessary, depending on variables such as the motivations underlying the
policy or the limited number of impacts. In such cases, checklists or trend analysis may
be more appropriate than the more demanding appraisal tools.

Seven of the countries surveyed indicated that they used checklists, while six identified
trend analysis as a tool used in environmental policy making. In general, the countries
relying on these techniques were the same, with the differences being Austria using trend
analysis only and Denmark using checklists only. It should also be noted that, although
responses to the survey provided by Germany indicate that these tools are not used, an
example of trend analysis has been provided by Germany for inclusion in the EU
Technical Guidance Document on Development of Risk Reduction Strategies. In the
example, trend analysis is used to assess costs to industry resulting from controls on a
chemical substance.
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2.3 Scope of Appraisal Activities

2.3.1 Introduction

As noted in Section 1, a range of government departments was surveyed in each of the
study countries. In general, these included those departments which have specific
responsibility for environmental, human health and safety policies (including food safety)
and those responsible for economic and financial affairs. As such, the focus has been on
those developing environmental policies (including tax policies), rather than examining
the appraisal activities of all government departments. It is worth bearing in mind,
however, that government actions across a wide range of policy fronts may have
environmental and human health implications, although these may be secondary drivers
or result indirectly from a policy.

The policy areas identified through the survey as being those where CBA and CEA are
used include, but are not exclusive to, those listed in Table 2.26. As can be seen from this
table, while most of the countries considered apply these techniques to many areas of
environmental policy (and regulation) only Australia would appear to apply them to all
national environmental policy concerns.

More specifically, the Netherlands Ministry of Finance uses CBA for decisions regarding
infrastructure development and CEA for health care policies, while in other policy areas,
EIAs are required where environmental impacts are foreseen to be significant. In the US
Environmental Protection Agency (US EPA), the policy evaluation tool applied depends
upon the decision-making criteria which must be adopted and which are often determined
by law. For example, under the Toxic Substances Control Act (TSCA), which sets out
the US policy for the control of hazardous chemicals in the environment, the criterion of
“unreasonable risk” forms the basis for policy development. Given that this criterion
involves consideration of the balance between risks, costs and benefits, the US EPA
considers CBA a valuable tool in this context. Under other Acts for which the US EPA
is responsible, however, maximum levels of acceptable risk are specified and thus the use
of a tool such as CEA is preferable.

6 It should be noted that many countries responded to the questionnaire by giving
examples rather than exhaustive lists of policy issues to which CBA and CEA are
applied.
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Table 2.2 Policy Areas Analysed using CBA and/or CEA
Country Ministry Policy Area
Australia Environment Australia all physical development and regulatory

proposals
Austria Federal Ministry of

Environment, Youth and
Family

national parks, traffic planning

Canada Health Canada (a) health protection policies, risk management
Health Canada (b) tobacco regulations
Health Canada (d) product safety
Ontario MEST air pollution control, water pollution

abatement, contaminated site remediation,
multi-media standard setting, workplace
health and safety, chemical risk management

Denmark Ministry of Environment and
Energy

all policy areas, solid waste management

Finland Ministry of Environment sulphur emissions trading programme
France Ministry of Economics and

Finances
public investments, climate change

Netherlands VROM air, noise, soil, safety and waste policies, and
chemical substances

Ministry of Finance road pricing, congestion toll, health care
United
Kingdom

DTI environmental issues

EA all policy areas
DETR all policy areas, project appraisals, transport

schemes
MAFF marine dredging, arable area payments,

agriculture pesticide approval, flood and
coastal defence schemes

United States EPA assessment of hazard levels, policy appraisal

Neither the Netherlands nor the US rely on the use of CBA and/or CEA inall
environmental policy areas. Similarly, the Finish Ministry of the Environment has rather
wide purview, covering environmental protection, land use, housing and building and
international affairs; its use of CEA, however, is reportedly limited to specific programs
such as the sulphur emission trading program.

2.3.2 Levels and Nature of Applications

CBA and CEA can be used at a number of different levels by government departments,
including:

• project appraisal where expenditure is required by a government department on
‘public’ goods, with examples being roads programmes, and flood and coastal
defence;
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• general policy appraisal where decisions concern the level of service to be provided,
or whether or not changes in policy are merited;

• strategic planning where this may be either for short-term or long-term priority
setting purposes; and

• standard setting where this may relate to the establishment of appropriate safety or
environmental standards or to determining the most effective means of introducing
such standards.

The applicability or purposes behind the use of these two tools across the different types
of analysis obviously varies. For example, infrastructure development appraisals are
more likely to rely on CBA-based frameworks as decision making in this area is generally
based on considerations as to whether or not the benefits of further development
outweigh the costs. At this level, CBA is generally the preferred methodology in those
countries relying on economic appraisal. Similarly, CBA is more likely to be applied in
those cases where the policy analysis concerns examination of the advantages and
drawbacks of different proposed policies or of providing different levels of service, as
opposed to the most cost-effective manner of achieving defined targets which would
involve a CEA.

One might also expect that priority setting activities as part of strategic planning would
rely more on CBA techniques than on cost-effectiveness measures. CEA techniques
could be used within this context, however, to provide an indication of the comparative
cost-effectiveness of different policies aimed at achieving similar goals (such as
reductions in a particular type of human health effect) and to set priorities in such a
manner.

With regard to standard setting, CEA is likely to be used in those cases where target
standards are set by legislation or other policy commitments (e.g. international protocols),
or have been based on a ‘precautionary’ approach (e.g. standards related to critical loads).
Where the issue concerns the level at which standards should be set, however, CBA may
be the more appropriate form of analysis. In such cases, CBA provides an indication of
the trade-offs associated with adopting different standards.

The remainder of this section examines use of CBA and CEA for general policy
appraisal, strategic planning and standard setting in more detail (as project appraisal was
not the focus of this study).

2.3.3 General Policy Appraisal

Table 2.3 (see end of Section 2) provides an indication of the degree to which CBA and
CEA are used overall as part of general policy development concerning decisions as to
the level of service to provide, or in justifying new policies. Most countries using these
techniques do so for this purpose – in fact, CBA and CEA are used more widely in this
manner than for any of the other types of policy decision. Of the eleven countries
indicating that they use these techniques, five use CBA for this purpose, while six use
CEA.
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As the previous section illustrated, the scope of applications at this level is likely to be
widespread. Most ministries, however, did not distinguish between the two tools when
giving examples of applications. For example, the Netherlands Ministry of Finance has
indicated that most evaluation studies are undertaken in order to justify new policies (e.g.
the high speed train between Amsterdam, Brussels and Paris, and enlarging the national
airport) or to influence decision-makers. Similarly, the US EPA’s Office of Pollution
Prevention and Toxics (OPPT) uses CBA and CEA to evaluate alternative policy actions,
while Environment Canada uses them to assess regulations and other policy measures
such as economic instruments and voluntary initiatives.

The types of specific policy areas which have been considered include: an asbestos rule
and an action on lead batteries (US EPA OPPT); disposal of marine dredgings, arable
area payments, agriculture pesticide approval and flood and coastal defence schemes (UK
MAFF); disease surveillance programs (Canadian Food Inspection Agency); and tobacco
regulations (Health Canada, Office of Tobacco Control).

Other examples provided by survey respondents which illustrate how CBA has been used
in this type of analysis are as follows:

• use of CBA in developing national strategies on acidifying emissions (Canada, UK);

• use of CBA in assessment of hazardous chemicals regulations, such as those which
may result in marketing and use restrictions (Canada, UK, US);

• use of CBA to analyse proposals for new health and safety legislation (UK); and

• application of CBA to proposals for economic instruments, including ‘green’ taxes
(UK, Treasury).

With respect to CEA, Environment Australia generally uses a CEA approach in the
evaluation of policies and programmes, while the Danish Ministry of Taxation uses
CEA-type analyses in the selection of economic instruments (although these tend to be
partial analyses carried out on anad hocbasis rather than under formal requirements).

2.3.4 Long-Term Strategic Planning Applications

From the responses to the questionnaire, it has become obvious that the intended
difference between what we meant by ‘long-term strategic planning’ and by general
appraisal was not clear enough. Our interpretation of the responses is that most
respondents did not relate strategic planning to priority setting, but instead entered under
this heading whether or not they used the techniques to assess policies concerning long-
term planning issues. This is an obvious failing of the questionnaire itself. Thus, most
of the responses summarised below relate more to a sub-set of the general appraisal
category, in terms of the use of CBA and CEA for appraisals concerning long-term
planning. The only country to indicate that it uses these techniques for priority setting
is the Netherlands, although it is possible, even likely, that other countries also do so.

The use of CBA and CEA for long-term planning as part of priority setting is also
reported in Table 2.3. Only nine of the forty Ministries divisions that responded would
appear to use CBA and CEA for this purpose. Six of the nine countries use CBA for this
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purpose, while five use CEA. Within the UK both approaches are used (although
different government departments use different approaches), yet the picture is more
varied for other countries. For example, Austria and Sweden appear to use only CBA for
this purpose, while Denmark, Finland and the Netherlands appear to prefer CEA in
assisting with long term planning.

Austria’s Federal Ministry of Environment, Youth and Family indicates that it has
applied CBA to a number of long-term planning issues including options for traffic
reduction, land-use planning (specifically a hydropower station versus a national park)
and the merits of subsidising ‘long-distance heating’ schemes. Health Canada’s Product
Safety Bureau also reports use of CBA for long-term planning in the development of the
Hazardous Products (Lighters) Regulations and in a review of the scope of products
under the Workplace Hazardous Material Information System (WHMIS). With respect
to the UK, Ministry of Agriculture, Fisheries and Food (MAFF) has used CBA to give
an indication of the desirability of potential policies to reduce greenhouse gases, while
HSE reports that although CBA is not used through any formal procedure, its underlying
principles are implicit in the long-term planning process.

Fewer details are available on the use of CEA. In Denmark, the Ministry of Environment
and Energy reports that CEA is used only occasionally, for example in development of
their action plan for solid waste. VROM in the Netherlands uses CEA to assist with the
further development of policy in a range of areas, including climate change, water
management, waste disposal, and traffic planning.

With respect to priority setting activities, the Netherlands Ministry of Finance has
indicated that it uses these tools to set budgets for specific programs (as do the Forestry
Service and MAFF’s Flood Defence Division in the UK), while VROM indicates that the
cost effectiveness of environmental policies is one of the issues in the yearly report of
RIVM (National Institute of Public Health and Environmental Protection) on the State
of the Environment and Evaluation of Environmental Policy.

2.3.5 Standard Setting

CBA and CEA are used as part of standards setting (e.g. for environmental quality, fire
protection and health and safety) by over half of all ministries in Table 2.3. A number
of countries use both tools for this purpose. For example, in the US, CEA is used in the
EPA OPPT to set standards in air, soil and water, while CBA is also used in some
circumstances (for example, it has been used extensively in assessing alternative hazard
levels for lead in soil and dust). Likewise in the Netherlands, CEA is one of the elements
used in the development of standards by VROM, and this ministry is also examining the
possibility of using CBA for safety standards.

With respect to Canada, the Food Inspection Agency has indicated that it uses CBA/CEA
for most new regulatory work and Environment Canada uses these tools for regulatory
impact analysis, as well as setting of ambient air quality standards. CBA/CEA are also
used in this manner at the provincial level by the Ontario Ministry of Environment,
Science & Technology (MEST) which is currently developing about 35 new or revised
air quality standards. CEA has also been used by the Ontario MEST in the development
of effluent limits for plants in eight or nine industrial sectors. It is also reported that the
Ontario Ministry of Labour has occasionally applied CEA and limited CBAs in the
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development of workplace health and safety standards. In addition, Health Canada’s
Bureau of Chemical Hazards has indicated that CBA is used fairly routinely when risk
management options are being evaluated. With respect to specific chemicals and
products, CBA and CEA have been used in setting of standards for: dry cleaning
regulations; child-resistant lighters; radon gas mitigation; tobacco regulations; and
guidelines on particulate matter in air.

Finally, the UK HSE uses CBA and CEA in developing its workplace health and safety
standards and has also indicated that CBA is occasionally used by industry to demonstrate
that particular control measures are (or are not) reasonably practicable. The UK
Environment Agency (the Agency) is also currently examining the applications of these
techniques to standard setting for specific types of chemical discharges to the aquatic
environment.

2.4 The Nature of Assessment Requirements

2.4.1 Introduction

The degree to which CBA and CEA are applied within any given country or government
department is likely to depend largely on whether or not specific appraisal requirements
have been established. Such requirements may be of two different types:

• requirements which are enshrined in national policy statements which may relate to
either particular pieces of legislation or to other policy platforms which underlie
government’s approach to policy development; and/or

• departmental requirements aimed at ensuring a balance between costs and benefits
is achieved in the manner in which it carries out its responsibilities.

These two different levels of requirement and their implications are discussed in more
detail below, with Table 2.4 (see the end of Section 2) providing a country-by-country
summary.

2.4.2 National Appraisal Requirements

Where there are national policy commitments underpinning the use of CBA in particular
areas, it is more likely that such a philosophy will also affect the approach towards policy
development in other areas. However, this may not always be the case, as there may also
be strict legal requirements for decision making to rely on non-economic criteria.

We have identified only two cases where there are explicit requirements concerning the
use of economic appraisal, with these being the US and Canada. Other countries which
also have less formal national policies concerning the use of CBA and CEA are the UK
and Australia.

US Appraisal Requirements

The US EPA is required, under Section 6 of the Toxic Substances Control Act (TSCA),
to balance the risks and benefits of the use of a substance with the costs of regulatory
control. Although this section does not explicitly require the use of CBA, some
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commentators have argued that it is implicitly required under the procedures laid out
within the Act, particularly given the “unreasonable risk” decision criterion which lends
itself well to the CBA approach. Direction on the use of CBA and other tools is provided
in an EPA document entitledGuidance on the Preparation of Economic Analyses in
OPPT.

• More broadly, Executive Order 12866 establishes a Regulatory Philosophy and
Principles for regulatory planning and review applicable to all US executive branch
departments and agencies. The aim of the philosophy is to provide the basis for an
improved regulatory approach that “protects and improves [the American people’s]
health, safety, environment, and well being and improves the performance of the
economy without imposing unacceptable or unreasonable costs on society...” To this
end, the principles include:

• in setting regulatory priorities, each Agency shall consider, to the extent reasonable,
the degree and nature of the risks posed by various substances or activities within its
jurisdiction;

• when an agency determines that a regulation is the best available method of
achieving the regulatory objective, it shall design its regulations in the most cost-
effective manner to achieve the regulatory objective;

• each agency shall assess both the costs and benefits of the intended regulation and,
recognising that some of these are difficult to quantify, propose or adopt a regulation
only upon a reasoned determination that the benefits of the intended regulation
justify its costs;

• each agency shall tailor its regulations to impose the least burden on society,
including individuals, businesses of differing sizes, and other entities, consistent with
obtaining the regulatory objective, taking into account, among other things, and to
the extent practicable, the costs of cumulative regulations.

Whenever an agency proposes a ‘significant regulatory action’7, it is required to submit
its economic analysis of the proposal to the Office of Management and Budget (OMB),
which has oversight powers regarding implementation of the executive order. To assist
in this process, OMB released a working paper in 1996 by the titleEconomic Analysis
of Federal Regulations Under Executive Order 12866.

Canadian Appraisal Requirements

In Canada, the Treasury Board (TB) has certain oversight responsibilities over other
government ministries. In this regard, TB’s Regulatory Policy – which applies to all
federal regulatory bodies8 – advocates that “the benefits [of a proposed regulation]

7 EO 12866 defines ‘significant regulatory action’ as any rule that may have an annual
effect on the economy of $100 million or more or adversely affect in a material way the
economy, a sector of the economy, productivity, competition, jobs, the environment,
public health or safety, or State, local, or tribal governments or communities.

8 This includes (but is not limited to) agriculture and agri-food; environment; health;
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outweigh the costs to Canadians, their governments and businesses”. While this does not
constitute a requirement in all instances for a full-blown CBA, it sets the stage for the use
of economic appraisals. Documents such as TB’sBenefit-Cost Analysis Guide for
Regulatory Programsthen help determine the degree to which costs and benefits must
be assessed, in accordance with the expected level of impacts associated with a proposal.
As part of the CBA, a Business Impact Test must also be undertaken, where this assesses
the effects that major regulatory proposals would have on the business community.

Still at a federal level, but specific to two ministries, is the Strategic Options Process
(SOP). The objective of this process, which is used by Environment Canada and Health
Canada in their duties under the Canadian Environmental Protection Act (CEPA), is to
“establish environmental objectives and identify the most cost effective and efficient
options for achieving those objectives for managing CEPA toxic substances”. Here
again, there is no explicit requirement for a fully quantified CBA or CEA, although these
may be used in some instances, while more qualitative assessments are used in others.
The process does, however, acknowledge the need for gathering (and where necessary,
developing) quality data for evaluating costs and benefits. Through extensive
stakeholder involvement, the process has also resulted in a greater understanding of,
familiarity with, and acceptance of CBA, CEA and other economic appraisal
methodologies within the regulated community.

UK Appraisal Requirements

Within the UK, the Treasury has oversight responsibilities across government ministries
and is responsible for issuing any requirements concerning the use of CBA and CEA.
Although there is a general requirement on all government departments to undertake
appraisals of policies, greater emphasis is given to the need for CBA and CEA in those
cases where significant impacts (costs or benefits) are likely to result. The Treasury has
issued guidelines onAppraisal and Evaluation in Central Governmentwhich provides
details of the general framework to be adopted and discusses some of the key issues
involved in the application of CBA, such as discounting and valuation of environmental
costs and benefits.

Other government departments have built upon the Treasury guidelines and issued further
guidance tailored more specifically to particular issues of concern or policy areas. For
example, with specific reference to the environment:

• the Department of the Environment, Transport and the Regions (DETR) has issued
guidelines onPolicy Appraisal and the Environmentwhich provide a discussion of
the importance of, and methods for, incorporating environmental issues into
government policy appraisals;

• the Health & Safety Executive (HSE) has produced General Administrative
Procedures for Policy Appraisal and Evaluation;

• the Department of Trade and Industry (DTI) has produced guidelines on Compliance
Cost Assessment as discussed above;

industry; transport; revenue; and fisheries and oceans.
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• MAFF has produced guidelines on flood and coastal defence project appraisal and
on post project evaluation; and

• the Agency has produced a series of guidelines on economic appraisal generally and
the application of CBA to specific problem areas such as water quality planning,
water resource planning, and the alleviation of low river flows (guidelines also exist
concerning the use of some of the other tools discussed earlier).

It is also interesting to note that although there are no statutory requirements on the main
governmental policy department to undertake appraisals, there are such requirements on
the Agency, which is the ‘environmental regulator’ responsible for implementing
government policy towards environmental protection. Although DETR sets the policy
framework within which the Agency operates, the Agency must also establish its own
policies concerning the manner in which policy is to be implemented.

The duty placed on the Agency does not require the use of CBA or CEA specifically. It
is more general in nature, requiring that consideration is given to the costs and benefits
arising from the enactment of powers where there is discretion as to how such powers are
enacted. This duty applies to many areas of regulatory control, however, such as setting
water quality objectives and discharge consents, licensing water abstractions, waste
management licensing, etc., as the level of control to be placed on the applicant is at the
discretion of the Agency.

There was considerable debate as to whether or not such a duty should be placed on the
Agency as part of the discussions concerning the bill creating the Agency (which when
passed became the Environment Act 1995). Many were concerned that such a duty
would constrain the ability of the Agency to act as a ‘tough and effective regulator’,
particularly with regard to the protection of ecological and conservation interests. Others
argued, however, that a philosophy based on the need to achieve a balance between costs
and benefits already existed within the regulatory bodies brought together to form the
Agency and thus that setting such a duty would give the Agency added strength in
carrying out its regulatory activities.

Although the Agency is using both CBA and CEA in meeting the requirements of the
duty, it is also developing a suite of other complementary tools. These include the use
of checklists, proformas which provide an ‘audit trail’, and MCA-based techniques. In
this regard, the Agency considers there to be a hierarchy of tools, with different tools
being applicable to different types of problem and level of decision.

Australian Appraisal Requirements

In Australia, CBA and CEA fall under the umbrella of Environmental Impact Assessment
(EIAs), the use of which is specified in the 1987 amendments to the Environmental
Protection Act of 1974. The CBA (or CEA) serves as one of several inputs into this
process.

State governments have responsibility for most of the development and planning
regulations; associated EIAs are therefore carried out by State departments. This
legislation is supported by federal legislation which calls for economic analysis to take
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place as part of policy appraisal. While the requirements for undertaking EIAs remain
similar across the country, the application of EIAs varies considerably. In New South
Wales, Victoria and South Australia, EIAs are most commonly used in the planning
process, while in Western Australia and Tasmania, EIAs are used more for pollution
licensing than planning.

CBAs/CEAs are also undertaken as part of Regulatory Impact Statements (RISs). While
EIAs are specific to regulations that will have an environmental impact, RISs are
applicable to all regulations. RISs are evaluations required for administrative decisions
made by Federal and State governments and must accompany all cabinet submissions on
all proposals for new regulations. They were originally developed to decrease the burden
of regulations on economic activity and, as a result, tend to focus more on the financial
side of policy proposals than on economic costs and benefits. They are, however, viewed
as a form of CBA, and may also contain elements of CEA in situations where the
objectives are social or environmental in nature and are hard to quantify.

There are formal internal and Federal guidelines in place to monitor the content and
adequacy of the RISs. The Office of Regulation Review, a Federal government office,
is responsible for these reviews.

2.4.3 Internal Appraisal Requirements

As indicated, many of the government departments in the above four countries have both
inter and intra- departmental guidelines to work to. Where appraisal requirements do not
exist at a national level, individual Ministries or government departments may still
establish their own requirements. For example, the Swedish Ministry of Transport and
Communications has internal requirements for the use of CBA, applicable to some of its
areas of responsibility. In contrast, the Swedish National Chemicals Inspectorate (KEMI)
has no requirements for use of this tool.

2.4.4 Appraisal in the Absence of Requirements

Survey results indicate that a number of ministries conduct CBAs/CEAs although the use
of these tools is not integral to the policy making or legislative processes. For example,
in the Swedish Ministry of Finance, a commission is formed before a new
(environmental) tax is introduced to investigate how it should be constructed and its
level. The commission chooses which methods should be used to evaluate a proposed
tax. It can choose to undertake a CBA or CEA, but there is no requirement to do so.

Spain’s Ministry of Finance also has no requirements to undertake CBAs or CEAs, and
notes the particular limitations of CBA when it comes to research on ecosystems and
other complex environmental fields. Nevertheless, the Ministry has sponsored such
studies, with one example being theCost-Benefit Analysis for the Ordesa and Monte
Perdido National Park. With regard to CEA and as noted earlier, the Ministry is
designing a model to combine quantification of financial and physical impacts of policy.

Finland’s Ministry of the Environment also has no requirements for CBA or CEA (either
internal or external). CEA is used, however, in particular cases with an example being
an analysis undertaken to set environmental quality standards to be used in the sulphur
emissions trading programme.
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2.5 Intra-Governmental Coordination

It is generally recognised that coordination of economic analyses across (as well as
within) government ministries improves the quality of analyses, resulting from a wider
perspective, shared information and greater consistency. As Table 2.4 shows, where
CBA and CEA are used, approximately half of the ministries coordinate their use either
internally and/or externally. Where coordination does occur, it can take a variety of
forms.

Coordination sometimes results from a single piece of legislation which impacts the work
of more than one ministry. For example, under Part II of the Canadian Environmental
Protection Act (CEPA), substances in the environment must be assessed by both Health
Canada and Environment Canada. The risk management of ‘substances of concern’ is
also joint; for these substances, Environment Canada conducts the assessment of risk
management options while Health Canada advises.

As described above, in a number of countries one government body may have an
oversight role over other bodies involving the coordination of appraisal activities, in
some cases by issuing either mandatory or optional appraisal guidelines. For example,
the Netherlands Ministry of Finance has indicated that there is no specific coordination
of the use of CBA and CEA, but that there are guidelines for coordinating the evaluation
of programmes. Each ministry has a Financial Economic Affairs Division, and this
division coordinates the evaluation of programmes undertaken by its policy-making
divisions.

There are also instances in which government bodies choose to coordinate their use of
CBA and CEA beyond what is required or suggested by legislation and government
guidelines, where this is simply seen as good operating practice. Furthermore, it appears
that a number of government bodies are currently considering ways to improve
coordination of economic analyses. Primarily, such efforts have been seen in Canada and
the UK. For example, one of the functions that the UK Treasury guidelines seeks to serve
is that of ensuring consistency in approach across government departments. In addition,
the Chief Economist’s Office of the UK DETR convenes on a regular basis a cross-
departmental meeting of economists to discuss issues relevant to the appraisal of
environmental and human health-related policies. The aim of these meetings is to
disseminate information and to aid in the development of more consistent approaches
towards economic appraisal; for example, the types of issues which this group addresses
relate to the use of environmental benefit transfer techniques in CBA and the adoption
of standard figures for the value of a statistical life. Within the UK MAFF (and some
other government departments), extensive coordination exists through an Economic
Policy Unit in the development of methodologies and guidelines, although individual
divisions decide how these should be applied in particular cases.
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3. CBA AND CEA – WHO IS INVOLVED

3.1 Overview

Also indicative of the degree to which CBA/CEA are integrated into policy making is the
roster of key players. This section considers who conducts the appraisals and whether
stakeholders and peer reviewers are involved. Of course, the issue of who is involved is
secondary to how they are involved, as the latter demonstrates more clearly the
commitment level to a robust end product that can truly contribute to policy decision
making.

It must also be remembered, though, that a number of considerations may affect who is
involved and how; for example:

• the factors giving rise to policy proposals may affect the nature in which stakeholders
are involved in appraisals;

• the degree to which organised bodies exist to represent different views or positions
(e.g. the existence of trade associations or consumer organisations) may affect the
degree to which stakeholders are involved;

• specialist units or external consultants may be used not only in response to particular
skill needs, but also with an aim to ensuring that appraisal results are viewed as being
objective;

• resource constraints may affect the ability of in-house staff to undertake appraisals
themselves; and

• the nature of the consultation processes adopted may be seen variously as providing
a peer review function or acting as a measure of informing stakeholders.

3.2 The Assessment Team

Policy appraisals may be conducted by in-house staff, by specialist units from other
departments or by external consultants. The second of these options is least common,
with most departments using either in-house staff or external consultants (see Table 3.1
at the end of Section 3).

Most of the ministries decide the make-up of the assessment team based on the
availability of staff, time and budget, as well as the appropriateness of staff expertise.
Occasionally, assessments may be undertaken by special units in other departments or
consultancies. Most commonly, this is decided on anad hoc basis, with only two
ministries – VROM in the Netherlands, and the UK Treasury – providing details of
‘rules’ for deciding who conducts the appraisal.

Guidelines used by VROM in the Netherlands may indicate preference for the use of in-
house staff for appraisals, except where the analysis involves several different ministries
or groups. These larger projects are undertaken by external consultants. In practice,
however, because the department commonly undertakes several projects at a time, in-
house staff seldom have the time to complete the detailed analysis required. As a
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result, most projects are undertaken by external consultants. The UK Treasury has
indicated that external consultants also undertake the main component of the CBAs,
while basic ‘back of envelope’ analyses are carried out in-house. The same approach
applies to CEAs, although the guidelines for CEA assessment are less formal than for
CBA.

Of those ministries that determine the assessment team on anad hocbasis, the decision
may vary between departments and on a case-by-case basis. With respect to other UK
government departments, MAFF generally conducts in-house appraisals, only using
external consultants for large projects; HSE, which is responsible for health policy
development, commonly uses external consultants with expertise in the relevant area.
HSE’s need for specialist consultants arises from the fact that many health and safety
regulations have the potential to impact significantly on a wide range of industries, and
specialists from the relevant industries provide useful information sources and expertise.
DETR tends to use external consultants where a detailed study is required.

Environment Australia predominantly uses in-house assessment teams, while in the
Austrian Federal Ministry of Environment, Youth and Family, all CBA and CEA analysis
is carried out by external consultants. Ontario’s MEST also uses external consultants
when there is little time to complete an assessment, and there are sufficient funds to use
external consultants.

While the skill level of in-house staff is a critical factor in determining the make-up of
an assessment team, only a few ministries specify the skills required by the team
undertaking the CBA/CEA (Table 3.1). As expected, economists are preferred team
members, with expert knowledge from the necessary scientific/technical area (e.g.
biology, engineering, etc.) being included as required. The US EPA employs economists
to do CBAs/CEAs who are trained to Masters degree or PhD level prior to being hired.

However, where the level of skill is not specified, most ministries still indicate that some
form of specialist training is either provided or required, with the level of training
differing by country and ministry. In Sweden, the Rail Administration and the National
Road Administration train their staff in CBA, while in the Netherlands, civil servants can
learn the basic principles of CBA and CEA as part of a “policy analysis” course. The
Canadian Treasury Board Secretariat also offers courses on the use of CBA, while
Environment Canada provides training at a higher level for technical staff (e.g.
engineering and scientific staff) on the use of CBA. The Economic Services Branch of
the Ontario MEST also provides training during a two-day course which introduces
students to both CBA and CEA.

Where formal training is not available within a ministry, external courses may be made
available for those interested. For example, in Australia training courses are available
at academic institutions and may be paid for by the government. In Finland, there is
some training available for interested ministry staff, although there are no systematic
training opportunities. The Danish approach encourages a ‘learning by doing’ processes,
where employees work with pilot projects as part of the development of a new policy
evaluation methodology.
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3.3 Stakeholders

Stakeholders are those organisations or individuals that will be impacted in some way by
the proposed policy. The impacts of a proposal can fall upon a wide range of different
industries and organisations, and involving such parties in policy development is
consistent with the principles of democratic government. However, it is not only
stakeholders who benefit from their involvement in preparing CBAs and CEAs or the
policy development process more generally. Policy assessors and decision makers also
benefit in two distinct ways.

First, stakeholders are often in a position to provide data which is valuable to the
appraisal, but is otherwise difficult to obtain. Other government departments and local
authorities can provide unpublished data, while trade associations, interest groups,
employer’s organisations and individual firms can provide more detailed case-specific
information. The involvement of stakeholders in the policy is often not applicable to
another policy, stakeholder involvement generally occurs on a case-by-case basis.

Another benefit from genuine stakeholder involvement in the economic appraisal process
is that the final result is more likely to be accepted. All ministries consulted indicate that
a policy is unlikely to be approved without some form of stakeholder consultation taking
place. Some ministries also noted that involvement of stakeholders over a longer period
of time and a number of appraisals results in a greater understanding and endorsement
of economic appraisal methodologies, where this process was previously treated with
scepticism.

As the above suggests, it is difficult to separate involvement in the CBA or CEA process
from involvement in the policy and regulatory development process more generally.
Where CBA and CEA form part of the process, stakeholders not involved in such
analyses will nevertheless have an impact on how the results are used in decision making.
Similarly, where stakeholders are involved in such analyses, they are likely to remain
involved in the wider process. It must also be remembered that ‘involvement’ can take
many forms, ranging from formal consultation, data provision, preparation of some
components of the analysis, representation on oversight groups or panels, etc.

These different aspects of stakeholder involvement have been recognised by a number
of countries. For example, in Canada, stakeholder involvement in economic appraisals
is required by the Regulatory Policy of 1995 which states that all regulatory authorities
must “ensure that Canadians are consulted, and that they have an opportunity to
participate in developing or modifying regulations and regulatory programs”. The
effectiveness of this policy, and the performance of regulatory authorities in relation to
it, is monitored by the Treasury Board Secretariat. On a separate level, Health Canada
and Environment Canada allow for extensive stakeholder involvement within the Options
Evaluation Process. This consultative process, which is used in the development of
regulations specific to CEPA toxic chemicals, lists public participation as one of its key
principles. Industry, aboriginal groups, and non-governmental organisations are the key
stakeholders included in the Options Evaluation Process.

Both the Netherlands’ Ministry of Finance and Environment Australia have adopted
similarly open appraisal procedures that allow for considerable consultation, although
there is no formal requirement for this in either department.



Risk & Policy Analysts

Page39

The Austrian Federal Ministry for the Environment, Youth and Family involves
stakeholders by consulting with other departments and agencies, as well as non-
governmental environmental organisations. DETR in the UK has a similar approach. For
example, in the development of DETR water policy, advisory groups are formed which
consist of government departments and external interest groups which review analysis
results. In other areas, the involvement is more informal, based on information-sharing
between government and stakeholders. In contrast to the Austrian ministry and DETR,
Ontario MEST rarely consults environmental groups, instead involving industry and
government departments with allowances for specialists to be included as required.

The UK Treasury and the Danish Government take slightly different approaches to
stakeholder involvement. The Treasury obtains ministerial approval on sensitive issues
before approaching stakeholders, while Denmark uses a 1,500 strong-business panel to
consult on the impacts of legislation. The panel is coordinated by an agency within the
government’s Trade and Industry Department.

Many consultees have indicated that they actively encourage stakeholder participation by
making information widely available for comment (for example, the Treasury and HSE
in the UK, Environment Canada and Ontario MEST). In particular, Ontario MEST has
a policy of extensive consultation in the initial stages of analysis. MAFF in the UK does
not feel the need to actively encourage stakeholder input into an analysis, as it reports that
there are a wide range of interest groups keen to provide input to the policy formulation
process without encouragement.

The timing of ministries opening policy up to scrutiny from stakeholders is a critical
factor in determining whether stakeholders can actually get involved in the appraisal
process, and to what extent. As shown above, some departments involve stakeholders
throughout the policy development process, where this includes the analytical phase. In
other departments, the time available for input is more limited. In the UK for example,
MAFF internal guidelines allow three months for stakeholders to respond to a formal
consultation document. In practice, however, often only six weeks are available for
input. This can cause problems for stakeholders, as many interest groups meet irregularly
and may not have teams in place capable of reviewing an analysis before the required
date.

3.4 Peer Reviewers

Peer review occurs after an appraisal is drafted, to ensure its quality and robustness. The
reviewer generally looks at the methodology of the assessment, the accuracy and
reliability of the data used, and the transparency of any assumptions made. The
fundamental question asked by reviewers is “is this a sound appraisal?”

In the purest sense, it may be understood that peer review of an economic appraisal only
occurs when an independent economist undertakes the review. However, for the
purposes of this study, peer review has been understood to occur whenever independent
evaluation of the appraisal takes place prior to presenting the appraisal to decision
makers. This may include review by stakeholders, by independent experts on the
policy/legislative topic, or by another ministry. Typically, if the assessment was
undertaken by independent consultants, responsibility for its critique will lie within the
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department which commissioned the work.

The degree to which peer reviews are undertaken in the countries involved in this study
is shown in Table 3.3. As the table indicates, most of the ministries queried do not have
a formal procedure in place for the peer review of policy appraisals. However, some do:
the US EPA, Environment Canada, both Dutch ministries involved in the study,
Sweden’s KEMI and the UK Environment Agency all indicate that independent reviews
of CBAs and CEAs occur.

In the EPA, all projects classified as “economically significant” under Executive Order
12866 (i.e. those with more than $100 million impact on the economy in any one year)
are reviewed by economists at the OMB. The reviewer vets the appraisal in the period
between the proposal of an action and the final decision to undertake that action. In
addition, some proposals are reviewed inside the EPA by economists on the Science
Advisory Board, or on rare occasions by other peer reviewers outside the agency.

In the Netherlands, CEAs and CBAs are sent to the Ministry of Finance for a second
opinion before becoming finalised. CBAs often form a part of the EIAs undertaken by
VROM, which must be evaluated by an independent council. In the UK, all CBAs/CEAs
relevant to flood and coastal defence expenditure undertaken by the Agency must be
examined by MAFF before becoming finalised.

Most of the other ministries consulted during this study undertake some form of informal
peer review, either as part of an internal review or, where the special nature of a project
requires, an external review. For example, appraisals undertaken by the UK Treasury are
reviewed during publishing, or by the department that has commissioned the CBA or
CEA. The Chief Economist’s Office within DETR scrutinises all of DETR’s appraisals
as part of their normal decision making process. In Canada, the Treasury Board reviews
analyses performed in support of regulation developed by Environment Canada, while
analysis conducted by Ontario MEST may be reviewed by the Provincial Ministry of
Finance, or the Management Board of Cabinet officials.
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4. CBA and CEA – Timing, Impact, Follow-up

4.1 Overview

The degree to which CBA and CEA are integrated in policy making is also determined
by certain actions related to timing, impact on the final policy decision, and follow-up.
These can all indicate whether an economic appraisal is simply one hoop in a
bureaucratic obstacle course to implementing policies or regulations, or whether it is used
to contribute to sound decision making.

Economic analysis of proposed environmental regulations provides a means of comparing
alternative environmental goals as well as a basis for comparing alternative means of
reaching the same goal. It also provides a framework for collecting and organising
information. The template character of economic analysis enables the decision maker to
determine the adequacy of the information collected and to identify what important
information is missing. The theory, assumptions, methods and procedures of a well-
executed analysis will be clearly explained and linked to the results. This transparency
can improve stakeholders’ understanding of the rationale for the proposed action and thus
increase the accountability of government.

4.2 Timing of CBA and CEA

The point at which the economic analysis is introduced into the decision-making process
can significantly affect the nature and the outcome of the analysis. When ‘reconnaissance
level’ consideration of costs and benefits is undertaken as soon as the need for a new
government action is recognised, this can help generate the options under consideration.
Similarly, beginning CBA/CEA early in the process can increase the timely availability
of data for the analysis. Indeed, if introduced early enough, the requirements of the
economic analysis can be built into previous assessment stages. For example, when
CBA/CEA are used to develop a risk reduction strategy for a given chemical substance,
the data requirements of the economic appraisal can be dovetailed into those of the risk
assessment. Without this, earlier assessments may fail to provide the required data in a
useable format.

Where CBA/CEA are begun much later in the policy making process, their ability to
provide useful input is of course limited.

A report by the US EPA indicated five specific areas where economic analysis has
influenced the development of regulations:

• guiding the regulation development;

• adding new alternatives;

• eliminating non-cost-effective alternatives;

• adjusting alternatives to account for differences between industries or industry
segments; and
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• supporting decisions.

Table 4.1 (see end of Section 4) indicates when in the policy/legislation development
process CBA and CEA are introduced by ministries participating in the study. Most
ministries indicated that economic analysis is introduced rather late in the process, after
alternative options have been identified, but before the preferred option is chosen. This
implies that economic analysis is often not being used in the selection of options and that
the outputs of tools such as risk assessment may not be meeting the needs of economic
analysts.

One of the key findings of the US EPA study is that significant opportunities exist to
improve the conduct of economic analyses, with the key aspects being:

• a more open process for the development of regulations (referred to as ‘rules’ in the
US);

• earlier consultation with stakeholders for purposes of both designing and conducting
the analyses; and

• consideration of a broader set of policy options.

In the US EPA (OPPT), CBA/CEA are frequently introduced during the process of
identifying alternative options and before a preferred option is chosen. In addition, other
economic information relating to baseline conditions is introduced before a risk
assessment is done. In Canada, the process used to develop risk reduction strategies of
certain chemicals9 builds in the need for economic analysis from the beginning. This
allows time to consider data requirements and make arrangements for such data to be
collected over a greater period of time.

4.3 Impact of CBA and CEA on Policies and Legislation

Table 4.2 (see end of Section 4) reports on the frequency with which the option chosen
by the CBA/CEA is implemented by decision-makers and whether or not these analyses
can cancel or amend legislation. As would be expected, the outputs of economic analysis
are only one input to the decision-making process and in some instances other inputs are
more important (i.e. the preferred option from the CBA/CEA is not always that which is
implemented). For example, the Health Canada Bureau of Chemical Hazards reports that
the ‘Benzene in Gasoline Regulations’ were approved by Cabinet in spite of the CBA not
indicating an overall benefit. More generally, when CBA and CEA are used, however,
they appear to be key to decision making in about half of the ministries.

Just over half of the ministries also indicated that the results of CBAs or CEAs could
cancel or amend proposed legislation. For example, VROM in the Netherlands indicated
that the results of a CEA resulted in changes to a breast cancer screening programme. In
the UK, HSE indicated that in negotiations over proposed European Directives, issues
of cost and/or practicality are identified using CBA to amend proposals. The UK

9 e.g. those chemicals defined as ‘toxic’ under the Canadian Environmental Protection Act



Risk & Policy Analysts

Page50

Treasury reported that the design of the landfill tax was influenced by a CBA quantifying
landfill externalities. Similarly, the US EPA (OPPT) noted that in a decision on lead
batteries no action was taken largely as a result of the CBA, whereas prior to the analysis
it was expected an action would be taken. The Danish Ministry of Taxation also reports
that analyses of costs and effects have led to changes in legislation on duty.

Often, the assertion that CBAs or CEAs could cancel or amend proposed legislation was
qualified in some way. For example, MAFF in the UK indicates that modification is far
more likely than cancellation, while Environment Australia indicates that while
cancellation or amendment is theoretically possible, it is in practice unusual.
Environment Canada reports that the ability of a CBA or CEA to cancel or amend policy
measures or legislation depends on other factors including political considerations.
Likewise, the Netherlands Ministry of Finance reported that influence depends on the
timing of the assessment; when a measure is already ‘intended’, it becomes more difficult
to cancel.

4.4 Ex-postEvaluations

Ex-postevaluation can make a valuable contribution to policy making, particularly where
much policy making is in the form of incremental changes to existing policies. Whileex-
postevaluation is not generally considered an integral step in CBA or CEA, it can be
useful to plan early for such an evaluation and design theex-anteappraisal in an
appropriate manner. This can be done by explicitly stating the policy objectives and
expected outcomes in the appraisal and by noting what type of monitoring should be set
up to assist later evaluation.

Table 4.3 (see end of Section 4) reports on theex-postevaluation of measures introduced
as a result of CBAs and CEAs. Specifically, respondents were asked whether there is a
procedure for evaluating the results of these analyses after their use in decision-making.
Six ministries indicate that suchex-postassessments are conducted. Only the UK

appears to have a systematic procedure applied by all ministries, but even then there are
differences in application:

• the Treasury reports a requirement forex-post evaluations inAppraisal and
Evaluation in Central Governmentwhich provides guidance on economic analysis
for use by all government departments. In addition, it reports that DETR is taking
steps to improve the appraisal and evaluation process;

• MAFF reports that it has a systematic program of policy evaluation which employs
external researchers to ensure objective and detached analyses; while

• the HSE indicates thatex-postevaluations are only undertaken for legislation
expected to have significant impacts (i.e. not for every minor piece of legislation),
with evaluations usually carried out by independent researchers two to three years
after implementation.

With respect to other countries, Health Canada’s Office of Tobacco Control reports the
use of ‘post-implementation evaluation’ is where CBA and CEA are used, and there are
no reasons why these tools cannot be adjusted to account for the concerns raised. Much
of the debate about CBA and CEA is generated, not by the absolute limits of these tools
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to contribute to decision making, but by the way in which the tools are sometimes
applied. Ineffectual use or misuse of CBA and CEA are more problematic than the tools
themselves.

Neither the OPPT (US EPA) nor Environment Canada currently undertakeex-post
evaluations, although there is some discussion about stimulating this type of work
through OPPT’s research plan for economics. This has been discussed internally by
Environment Canada which notes that there is substantial value added by performing an
ex-postevaluation.
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5. PERCEIVED LIMITS TO FURTHER INTEGRATION

5.1 Overview

Concerns about further integration of CBA and CEA into the policy making process relate
to issues such as equity, discounting and placing monetary values on human health and
life. Such issues raised by ministries involved in this study are discussed in this section.
At the outset, however, it should be noted that these issues are being addressed where
CBA and CEA are used, and there are no reasons why these tools cannot be adapted or
developed to account for the concerns raised. Much of the debate about CBA and CEA
is generated, not by the absolute limit of these tools to contribute to decision making, but
by the way in which the tools are sometimes applied. Ineffectual use or misuse of CBA
and CEA is more problematic than the tools themselves.

5.2 Equity and Fairness – Distributional Effects

CBA and CEA are designed to consider thenetsocial impact of policy options from an
economic efficiency stance. By definition, this does not account for a policy’s impacts
on the equity and fairness in which the costs and benefits of a proposal may be
distributed. For example, those who receive the benefits of a proposal may not incur any
of the costs, resulting in an unequal distribution of costs and benefits. Another particular
concern is that polluters help pay to remediate the problems they create (i.e. the ‘polluter
pays’ principle should apply).

Although the theoretical frameworks for CBA and CEA do not account for distributional
effects, in practice, many government guidelines on the use of these tools require that
such effects are made explicit within the appraisal. Furthermore, weighting factors could
be used to ‘adjust’ the costs and benefits falling on particular stakeholder groups as a
means of reflecting different levels of concern in line with equity and distributional
considerations.

5.3 Discounting

While some costs and benefits of a policy proposal will occur only once, many others will
occur over a number of years. Discounting is used to adjust future costs and benefits into
current values, and the discount rate to be used in government policy appraisals is often
specified at the national level.

Discounting is based on the assumption that the current value of costs and benefits is
greater than the future value of costs and benefits, as people generally prefer to have
money now rather than later. While there is wide acceptance of this assumption,
particularly as applied to capital, there is significant debate as to its applicability to
environmental resources. This is particularly true with regard to sustainable
development, which requires the preservation of environmental resources for the future.
The implication of discounting is that the higher the discount rate used, the lower the
importance placed on future costs and benefits. At any positive rate, costs or benefits
accruing more than 50 years into the future will be given a very small ‘present’ value.
In light of the ongoing reduction of pristine environmental resources and evidence that
people are placing increasing value on the environment, some believe that the use of
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discounting is untenable for certain costs and benefits.

Discounting also raises concerns in the valuation of human health. Generally, people do
place a higher value on their present health than future health. But the degree to which
people would discount the value of their future health may be at a rate which is less than
that stipulated in some government guidance documents.

5.4 Industry Data

Data collection, particularly the gathering of data concerning the costs to industry of
adopting a proposed regulation, is often cited as a factor affecting the use of CBA and
CEA. In order to develop estimates of the potential costs of a regulatory proposal on a
given industry sector, consultation with trade association or individual firms is likely to
be necessary. However, the resulting information is often treated with mistrust by other
stakeholders, especially when the cost estimates are high in relation to the benefits. As
a result, there may be a reluctance to commission analyses which will have to rely on
industry data.

There also appears to be a view that collection of the data required to develop robust cost
estimates will take several months and can only be achieved at great cost. This
perception leads to the scope of analyses being limited to more simplistic, qualitative
assessments which require limited time and resources to completed.

As the surveys indicate though, the involvement of industry and other stakeholders from
the start of the appraisal process may help avoid such problem. The discussion given
above also suggests the potential value of data collection guidelines in this regard, which
would help ensure that the data provided by industry was in an auditable form and thus
could be scrutinized by other interests (including the responsible government
department). The existence of such guidelines could make industry involvement in
appraisals more acceptable, reduce the costs faced by government departments in
preparing CBAs and CEAs (as industry would essentially fund some of the analysis
work), and speed up the overall appraisal process.

5.5 Monetary Valuation

There is also a continuing debate concerning the monetary valuation of impacts on human
health as well as on the environment. On one side of the debate, such valuation is
considered unreliable at best and invalid and unethical at worst. On the other side, a
more pragmatic view is taken which argues that implicit values are placed on health and
the environmental on a day to day basis through the decisions made by individuals and
policy makers; however, because the values which individuals hold are not being made
explicit, such decisions can imply widely varying valuations for similar environmental
changes. In order to make the values applied in decision making more consistent and
better reflect the true values held by individuals’, explicit monetary valuation is
necessary. Furthermore, if valuation exercises are undertaken using best practice, the
results should be reliable and provide good indicators of the resource trade-offs which
individuals are prepared to make.
Practitioners do recognise, however, that there are a range of issues which require
detailed consideration as part of the valuation process. These include on the human
health side the ability of the non-expert to understand risk information and relate
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willingness to pay to small changes in risk. On the environmental side, there is an on-
going debate concerning the valuation of what are termed non-use or passive use values
which relate to individuals’ desires to conserve or preserve the environment. Because
such values relate to the continued existence and protection of wildlife and habitats, the
concern is that the non-expert does not understand the role which they may play in the
functioning of ecosystems. As a result, there may also be a tendency to only value
‘attractive’ species/habitats, with not enough importance placed on the existence of less
charismatic species or habitats (e.g. spiders and mudflats).

The development of policy specific valuations is both time and resource intensive,
affecting the degree to which government departments may be able to commission the
necessary valuation exercises. The lack of reliable value estimates has impacted on the
quality of CBAs carried out in the past. In response to such problems, several countries
are increasingly considering and making use of benefit transfer techniques. By assuming
that monetary benefit estimates developed for a similar impact but for different policies
or issues are applicable to the policy under investigation, environmental and health
benefits can be quantified within a reduced period of time and at a significantly lower
cost.

This process, however, is not without its critics even amongst those in favour of monetary
valuation in general. Concern has been raised over the validity of using values derived
for one situation and applying them to another, particularly where there are only a few
data points to draw from. These types of concerns have been highlighted in the US,
Canada and the UK. As a result, work is underway in all three countries to develop
valuation databases and models which allow the robust use of transfer estimates.

The above problems, however, do not preclude the use of CBA. Monetary valuations can
be treated as uncertain data, with sensitivity analysis undertaken to indicate the
importance of such values to the end decision. Where it is considered inappropriate to
derive monetary values, a partial CBA can be undertaken, with impacts addressed
explicitly in either a qualitative manner or in some other quantitative form and considered
alongside the economic estimates.

5.6 False Sense of Precision

Some concern over the use of CBA and CEA in decision making is expressed by those
who believe that the systematic approach used, particularly when combined with full
quantification, gives the appraisal a false sense of precision. Some countries prefer to use
tools such as MCA for the express purpose of avoiding the impression that the appraisal
outcome must be the decision outcome. In other countries, government guidelines on the
use of CBA and CEA simply and clearly state that, regardless of how extensive and
robust the analysis is, economic appraisal is only one input into decision making,
alongside political and other pragmatic inputs.

5.7 Resources – Time and Expense

When compared to a simple checklist approach to policy appraisal, CBA and CEA are
clearly resource intensive. Sufficient time is required to gather data, and sometimes
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political and other pressures limit the time available. Whether in-house staff or external
consultants conduct the appraisal, financial resources must also be allocated. It is clear,
then, that some level of commitment is required for the necessary resources to be
allocated such that CBA and CEA are actually integrated into the policy making process.
Where this commitment exists, there is also generally an understanding that the payback
is worth it in terms of good government decision making.
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6. Conclusions

6.1 General Findings

The aim of this report has been to determine the degree to which cost-benefit analysis and
cost-effectiveness analysis are integrated into the development of policy and legislation
in a range of countries. The particular focus has been on the use of these economic
appraisal tools in the consideration of environmental issues, whether the environment is
the primary focus of policy/legislation or whether environmental impacts are secondary
but predicted to occur from decisions made in other policy areas.

Out of the 19 countries approached for information (including all member countries of
the European Union, as well as Australia, Canada, Japan, and the US), just over half of
these use CBA and CEA. The degree to and manner in which they are used is highly
varied. Although the two forms of analysis are applied to a wide range of policy issues,
ranging from the development of market instruments (such as environmental taxes) to
chemical risk regulation to standard setting, the systematic integration of these tools into
the policy and legislative making processes is limited. Only a few countries apply these
tools comprehensively, with most adopting a more ad hoc approach as to when they are
applied.

For some countries, however, the basic philosophy underlying decision making is one of
‘precaution’ with the use of strict environmental targets. This philosophy is seen as being
in conflict with the use of CBA and CEA, even though both tools, and in particular CEA,
could be of value in target setting and identifying the least cost method of reaching a
target.

Two primary factors influence the degree to which CBA and CEA (and other economic
appraisal tools) are integral to decision making. The first of these is the existence of a
national policy statement or its equivalent which explicitly requires the consideration of
the social costs and benefits of government proposals. It was found that only Canada, the
UK and the US have such an overarching national requirement. In each of these cases,
environmental impacts are mentioned specifically as an example of the social costs and
benefits to be addressed. The Canadian, UK and US requirements are not legally
binding, and the degree to which they are adhered to may fluctuate with the general
political climate and/or the decision in question. Nevertheless, the very existence of these
requirements has significant impact on government decisions. Not only do these
requirements result in a greater number and improving standard of CBAs and CEAs, but
they also stimulate an ethos within government institutions in which environmental and
other social costs and benefits are considered at the earliest stages of policy development
(even if only at a subconscious level).

The second key factor which influences the degree to which CBA and CEA are integral
to policy and legislative development is the existence of trained, in-house staff within
government ministries. Where economists (or other trained specialists) are on staff, they
may undertake these appraisals themselves. Where internal staff are trained in this area
but lack either the time or other resources to conduct an appraisal themselves, they are
well suited to effectively commission and oversee a study using external experts.

Another key factor affecting the use of these tools is the acceptability of the results.
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Several countries indicated that the results of such analyses are considered unreliable and
are more likely to be subject to political attack than other forms of assessment. In such
countries, the involvement of stakeholders may be used in place of, rather than in
addition to, economic appraisal to develop policies and legislation with significant
environmental impacts. In contrast, through the involvement of stakeholders directly in
analyses, countries such as Canada have found that the acceptance of CBA and CEA
results has increased owing to a greater understanding of what is involved in preparing
such analyses and what the results mean. As a result, there is considerable support for
the use of these tools by a range of different stakeholder groups. This wider acceptance
by the regulated community has been demonstrated by the support which many of the
large industry associations, such as the Chemical Manufacturer’s Association in the US
and the Chemical Industry Association in the UK. The support of organisations such as
these has been one driver behind work at an international level within the Organisation
for Economic Cooperation and Development to create guidelines on the use of socio-
economic analysis, with an emphasis on the use of CBA and CEA.

6.2 Effective Use of CBA and CEA

In our view, and from the information provided, the countries which appear to be most
effectively using CBA and CEA are Canada, the UK and the US. Perhaps this is not
surprising as these are the countries which have had the strongest pushes for deregulation
and which most strongly embrace free market principles. With this goes a greater
comfort level in developing monetary values for environmental impacts for inclusion in
CBA such analyses. As a result, there is an ethos which supports the use of economic
analysis in general.

The regulatory processes followed in these countries also emphasise the need to collect
and evaluate data on both the costs and benefits associated with a proposed regulation.
In general, these countries have:

• some form of national regulatory requirement or policy which gives impetus to the
widespread use of economic appraisal and hence these two tools;

• integrated the use of these tools with the other activities involved in developing a
regulation, for example, by ensuring that the needs of the CBA and CEA are
considered at an early stage to help in generating regulatory options and to also help
ensure that the data required for the analysis are available; for example, in both the
US and Canada, the processes used to develop risk reduction measures includes
consideration of CBA and CEA rather than just risk assessment results;

• a central unit, such as the Treasury Board in Canada or Her Majesty’s Treasury in the
UK, which has established guidelines to be followed by government departments;
in many cases, individual ministries or departments within a ministry will have also
developed guidelines specific to their area of regulation;

• coordinated economic appraisal activities both within and across government
departments. For example, these countries have all set up a mechanism for
convening groups of government economists to ensure that there is greater
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consistency across government departments in the use of economic appraisal and,
more specifically, the assessment of environmental costs and benefits;

• either economists within government departments who can undertake the work or a
specialist policy unit of economists who can be referred to for advise or assistance
with appraisals; training in the use of economic appraisal techniques is also
generally available;

• peer review mechanisms, whereby CBAs and CEAs concerning policies which
would have significant economic impacts are scrutinised internally, or more
importantly by other government departments or outside experts, before becoming
finalised;

• embraced the need for direct stakeholder involvement to some degree (Canada and
the US), in the appraisal process, with this resulting in greater understanding and
acceptance of CBA and CEA.

6.3 Further Development Needs

In addition to highlighting those elements which may lead to ‘best’ practice with regard
to CBA and CEA, a number of areas where further research and development work
would assist in the more widespread use of these techniques have become apparent. In
our view, the following would be of value in this regard:

• the development of EU guidelines setting out in lay terms the principles underlying
economic appraisal and how these techniques can be applied to environmental
regulation. Such guidelines could be developed around the principles underlying the
UK DETR’s publication on Policy Appraisal and the Environment, but take into
account the fact that two forms are required: a short guide for policy makers and
more detailed guidelines for practitioners;

• preparation of a series of case studies detailing how CBA and CEA have been used
in the past in developing regulations, key issues to watch out for, and the advantages
gained from the use of these techniques. Such case studies could also provide an
indication of how the use of CBA and CEA can be integrated with other tools to take
into account non-valued effects;

• the development of an EU training programme with the aim of bringing together
policy analysts in the various member states to share experiences, concerns, etc.;

• in the short-term, there may also be the need for some kind of support service to
advise and/or assist trainees on the use of these tools in practice;

• undertake research aimed at addressing those aspects of CBA and CEA which are
currently mistrusted or unacceptable to some member states, such as valuation of
human health. This could be supported by promoting and disseminating work
currently being funded by the Commission concerning the potential for and validity
of benefit transfer across EU countries (building on, for example, work such as the
ECOWET project being funded by DG XI which is examining the feasibility of
benefit transfer for valuation of wetland functions and services); and
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• establish data collection protocols which would help ensure that data provided by
industry or other stakeholders is viewed with less suspicion and thus less vulnerable
to attack by other interest groups; such protocols could also address issues
concerning stakeholder involvement; and

• examine mechanisms for improving the integration of option appraisal activities with
scientific assessment activities; this should help ensure that the development of
environmental protection measures/risk reduction strategies take into account costs
and benefits from the early stages of problem definition and analysis.
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Table 2.1: Decision-Making Tools Used

Country 1 CBA CEA Checklists Scoring &
Weighting

MCA Trend

Analysis

Australia None specified

Austria None specified

Belgium ℵ 2 ℵ 2 Advantages and dra
Integrated knowled
economic impactso
legislation may use

Canada Regulatory Impact
Financial ImpactA
and Forecasting;C
Models; Complex

Denmark None specified

Finland Reforming policies
Simulation

France Options for chemic

Germany Advantages and dra
participation proces

Ireland Environmental Imp

Italy None specified

Japan None specified
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Table 2.1: Decision-Making Tools Used

Country 1 CBA CEA Checklists Scoring &
Weighting

MCA Trend

Analysis

Netherlands Score card

Spain 4 4 None specified

Sweden Methods chosen on
advantages and dra

United Kingdom Regulatory appraisa

United States Impact (equity) ana

otes: Tool used Tool not used ℵ Tool sometimes used Not sure whether the tool is used

No responses have been received from Greece, Luxembourg and Portugal.
Ministere van Financien has indicated that CBA and CEA are used by the Federal Department of the Environment.
Not used by the office for Analysis and Budgetary Planning which completed the questionnaire, however, other parts of the Finance Ministry ma
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Table 2.3: Application of CBA and CEA to the Policy and Legislative Process

Cost-Benefit Analysis (CBA) Cost-ECountry Ministry

General
Policy

Appraisal1

Long-term
Strategic
Planning2

Standard
Setting3

Other Uses4 General
Policy

Appraisal1

Lo
S
P

Australia Environment Australia

Austria Federal Ministry for
Economic Affairs

Environment Canada

Canadian Food
Inspection Agency

Health Canada - Bureau
of Chemical Hazards

ℵ

Health Canada - Office
of Tobacco Control

: NA

Health Canada - Product
Safety Bureau

: :

Canada

Ontario Ministry of
Environment, Science
and Technology

Ministry of Environment
and Energy

NA NA NA NADenmark

Ministry of Taxation NA NA NA NA NA
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Table 2.3: Application of CBA and CEA to the Policy and Legislative Process

Cost-Benefit Analysis (CBA) Cost-ECountry Ministry

General
Policy

Appraisal1

Long-term
Strategic
Planning2

Standard
Setting3

Other Uses4 General
Policy

Appraisal1

Lo
S
P

Finland Ministry of the
Environment

NA NA NA NA

France Ministry of Economic
and Finances

:

Japan Environment Agency NA NA NA NA

Ministry of Housing,
Spatial Planning and the
Environment

: :Netherlands

Ministry of Finance

Ministry of Transport
and Communications

NASweden

Environmental
Protection Agency
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Table 2.3: Application of CBA and CEA to the Policy and Legislative Process

Cost-Benefit Analysis (CBA) Cost-ECountry Ministry

General
Policy

Appraisal1

Long-term
Strategic
Planning2

Standard
Setting3

Other Uses4 General
Policy

Appraisal1

Lo
S
P

HM Treasury :

Health & Safety
Executive

NA

Ministry of Agriculture
Fisheries and Food

United
Kingdom

Environment Agency :

United
States

Office of Pollution
Prevention and Toxics

ℵℵ ℵ

Notes: yes no ℵ some ℵℵ not at present not sure : no reply NA ind

1 Are CBA and/or CEA used for general policy and management appraisal (e.g. for decisions on levels of service, or i
2 Are CBA and/or CEA used for long-term strategic planning (e.g. for determining long-term priorities)? (Question 6a
3 Are CBA and/or CEA used in standard setting (e.g. in setting standards for environmental quality, fire protection, he
4 Are CBA and/or CEA used in other ways? (Question 6d)
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Table 2.4: Requirements and Coordination

Cost-Benefit Analysis (CBA) CoCountry Ministry

External
Need1

Internal
Need2

Co-
ordinated3

Extern
Need

Australia Environment Australia

Austria Federal Ministry for Economic Affairs

Environment Canada

Canadian Food Inspection Agency

Health Canada - Bureau of Chemical
Hazards

Health Canada - Office of Tobacco
Control

NA

Health Canada - Product Safety Bureau

Canada

Ontario Ministry of Environment,
Science and Technology

ℵ

Ministry of Environment and Energy NA NA NADenmark

Ministry of Taxation NA NA NA

Finland Ministry of the Environment NA NA NA

France Ministry of Economic and Finances
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Table 2.4: Requirements and Coordination

Cost-Benefit Analysis (CBA) CoCountry Ministry

External
Need1

Internal
Need2

Co-
ordinated3

Extern
Need

Japan Environment Agency NA NA NA

Ministry of Housing, Spatial Planning
and the Environment

Netherlands

Ministry of Finance ℵ

Ministry of Transport and
Communications

NASweden

Environmental Protection Agency ℵ

HM Treasury

Health & Safety Executive NA

Ministry of Agriculture Fisheries and
Food

United
Kingdom

Environment Agency ℵ

United States Office of Pollution Prevention and
Toxics

Notes: yes no ℵ not formally/not as such not sure NA indicates not applicable
1 Is there a general requirement on all (or some) government departments to use either CBA or CEA (i.e. is there an ex
2 Does your department specifically require the use of CEA and CBA (i.e. is there an internal requirement)? (Questio
3 Is there any co-ordination of the use of CBA and CEA across departments and agencies? (Question 4)
4 Are there guidance documents for undertaking a CBA or CEA? (Question 5)
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Table 3.1: Assessment Team

Cost-Benefit Analysis (CBA) Cost-ECountry Ministry

Special
Training

1

Special
Skills2

In-house
3

Special
Units3

External
Cons.3

Special
Training

1

Specia
Skills

Australia Environment
Australia

Austria Federal Ministry for
Economic Affairs

NA NA

Environment Canada

Canadian Food
Inspection Agency

NA NA

Health Canada -
Bureau of Chemical
Hazards

Health Canada -
Office of Tobacco
Control

NA NA

Health Canada -
Product Safety
Bureau

: :

Canada

Ontario Ministry of
Environment,
Science and
Technology
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Table 3.1: Assessment Team

Cost-Benefit Analysis (CBA) Cost-ECountry Ministry

Special
Training

1

Special
Skills2

In-house
3

Special
Units3

External
Cons.3

Special
Training

1

Specia
Skills

Denmark Ministry of
Environment and
Energy

NA NA NA NA NA

Denmark Ministry of Taxation NA NA NA NA NA

Finland Ministry of the
Environment

NA NA NA NA NA

France Ministry of
Economic and
Finances

Japan Environment Agency NA NA NA NA NA

Ministry of Housing,
Spatial Planning and
the Environment

: : :Netherlands

Ministry of Finance

Ministry of Transport
and Communications

NA NASweden

Environmental
Protection Agency
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Table 3.1: Assessment Team

Cost-Benefit Analysis (CBA) Cost-ECountry Ministry

Special
Training

1

Special
Skills2

In-house
3

Special
Units3

External
Cons.3

Special
Training

1

Specia
Skills

HM Treasury

Health & Safety
Executive

NA NA

Ministry of
Agriculture Fisheries
and Food

: :

United
Kingdom

Environment Agency

United
States

Office of Pollution
Prevention and
Toxics

Notes: yes no not sure : no reply NA indicates not applicab

1 Is there special training for civil servants undertaking a CBA or CEA? (Question 5b)
2 Does your department specify the skills required by the team undertaking the CBA or CEA? (Question 13a)
3 Are assessments undertaken in-house, by special units in other departments, or by external consultants? (Question 13
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Table 3.2: Stakeholder Involvement

Cost-Benefit Analysis (CBA) Cost-EfCountry Ministry

ODA1 Ind.1 Env.
Orgs.1

Other1 Formal
Mech.2

Enc.3 ODA1 Ind.1

Australia Environment
Australia

Austria Federal Ministry
for Economic
Affairs

NA NA

Environment
Canada

Canadian Food
Inspection
Agency

NA NA

Health Canada -
Bureau of
Chemical Hazards

Health Canada -
Office of Tobacco
Control

NA NA

Health Canada -
Product Safety
Bureau

:

Canada

Ontario Ministry
of Environment,
Science and
Technology
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Table 3.2: Stakeholder Involvement

Cost-Benefit Analysis (CBA) Cost-EfCountry Ministry

ODA1 Ind.1 Env.
Orgs.1

Other1 Formal
Mech.2

Enc.3 ODA1 Ind.1

Ministry of
Environment and
Energy

NA NA NA NA NA NADenmark

Ministry of
Taxation

NA NA NA NA NA NA

Finland Ministry of the
Environment

NA NA NA NA NA NA

France Ministry of
Economic and
Finances

: : : : : : : :

Japan Environment
Agency

NA NA NA NA NA NA : :

Ministry of
Housing, Spatial
Planning and the
Environment

: : : : : :Netherlands

Ministry of
Finance

: : : : : :

Sweden Ministry of
Transport and
Communications

NA NA
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Table 3.2: Stakeholder Involvement

Cost-Benefit Analysis (CBA) Cost-EfCountry Ministry

ODA1 Ind.1 Env.
Orgs.1

Other1 Formal
Mech.2

Enc.3 ODA1 Ind.1

Sweden Environmental
Protection
Agency

ℵ ℵ ℵ ℵ ℵ ℵ

United
Kingdom

HM Treasury

Health & Safety
Executive

NA NA

Ministry of
Agriculture
Fisheries and
Food

ℵ ℵ ℵ ℵ ℵ ℵ ℵ

United
Kingdom

Environmental
Agency

ℵ ℵ ℵ ℵ ℵ

United
States

Office of
Pollution
Prevention and
Toxics

ℵ ℵ ℵ ℵ ℵ ℵ

Notes: yes no ℵ varies not sure : no reply NA ind

1 Which stakeholders are involved in the process: ODA - other departments and agencies; Ind. - Industry; Env. Orgs.
Other (Question 14a)

2 Is there a formal mechanism for the involvement of stakeholders? (Question 14b)
3 Are any steps taken to encourage the involvement of stakeholders? (Question 14c)
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Table 3.3: Peer Review1

Country Ministry CBA CEA

Australia Environment Australia ℵ ℵ

Austria Federal Ministry for Economic Affairs

Environment Canada

Canadian Food Inspection Agency NA

Health Canada - Bureau of Chemical Hazards

Health Canada - Office of Tobacco Control NA

Health Canada - Product Safety Bureau : :

Canada

Ontario Ministry of Environment, Science and
Technology

ℵ ℵ

Ministry of Environment and Energy NADenmark

Ministry of Taxation NA

Finland Ministry of the Environment NA

France Ministry of Economic and Finances

Japan Environment Agency NA

Ministry of Housing, Spatial Planning and the
Environment

:Netherlands

Ministry of Finance ℵ ℵ

Ministry of Transport and Communications NASweden

Environmental Protection Agency

HM Treasury ℵ ℵ

Health & Safety Executive NA

Ministry of Agriculture Fisheries and Food ℵ ℵ

United Kingdom

Environment Agency

United States Office of Pollution Prevention and Toxics

Notes: yes no ℵ some not sure : no reply NA indicates not
applicable

1 Is there a procedure for independent evaluation of CEAs and CBAs after they are completed but prior to
consideration of their results by decision-makers? In other words, are they peer-reviewed? (Question
11)
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Table 4.1: Timing of CBAs and CEAs1

Cost-Benefit Analysis (CBA) Cost-ECountry Ministry

When
Issue is

First
Identified

Before
Options

Identified

Before
Option
Chosen

Before
Option

Adopted

When Issue
is First

Identified I

Australia Environment Australia

Austria Federal Ministry for
Economic Affairs

NA

Environment Canada

Canadian Food Inspection
Agency

NA

Health Canada - Bureau of
Chemical Hazards

Health Canada - Office of
Tobacco Control

NA

Health Canada - Product
Safety Bureau

: : : : :

Canada

Ontario Ministry of
Environment, Science and
Technology

Ministry of Environment
and Energy

NA NA NA NADenmark

Ministry of Taxation NA NA NA NA
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Table 4.1: Timing of CBAs and CEAs1

Cost-Benefit Analysis (CBA) Cost-ECountry Ministry

When
Issue is

First
Identified

Before
Options

Identified

Before
Option
Chosen

Before
Option

Adopted

When Issue
is First

Identified I

Finland Ministry of the Environment NA NA NA NA

France Ministry of Economic and
Finances

: : : : :

Japan Environment Agency NA NA NA NA :

Ministry of Housing, Spatial
Planning and the
Environment

: : : :Netherlands

Ministry of Finance

Ministry of Transport and
Communications

NASweden

Environmental Protection
Agency

HM Treasury

Health & Safety Executive NA

United
Kingdom

Ministry of Agriculture
Fisheries and Food



Risk & Policy Analysts

Page89

Table 4.1: Timing of CBAs and CEAs1

Cost-Benefit Analysis (CBA) Cost-ECountry Ministry

When
Issue is

First
Identified

Before
Options

Identified

Before
Option
Chosen

Before
Option

Adopted

When Issue
is First

Identified I

United
Kingdom

Environment Agency

United
States

Office of Pollution
Prevention and Toxics

Notes: tool used at this stage tool not use at this stage: no reply not sure NA indicates

1 When in the decision making process are CBA and CEA introduced? (Question 8)
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Table 4.2: Impact of CBA and CEA on Policies and Legislation

Cost-Benefit Analysis (CBA) Cost-ECountry Ministry

Always1 Often1 Some-
times1

Rarely1 Cancel/
Amend
Leg.2

Always1 Often

Australia Environment Australia

Austria Federal Ministry for
Economic Affairs

ℵ NA NA

Environment Canada

Canadian Food
Inspection Agency

NA NA

Health Canada -
Bureau of Chemical
Hazards

Health Canada -
Office of Tobacco
Control

NA NA

Health Canada -
Product Safety Bureau

Canada

Ontario Ministry of
Environment, Science
and Technology

Denmark Ministry of
Environment and
Energy

NA NA NA NA NA : :

Denmark Ministry of Taxation NA NA NA NA NA
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Table 4.2: Impact of CBA and CEA on Policies and Legislation

Cost-Benefit Analysis (CBA) Cost-ECountry Ministry

Always1 Often1 Some-
times1

Rarely1 Cancel/
Amend
Leg.2

Always1 Often

Finland Ministry of the
Environment

NA NA NA NA NA : :

France Ministry of Economic
and Finances

ℵ

Japan Environment Agency NA NA NA NA NA : :

Ministry of Housing,
Spatial Planning and
the Environment

: : : : ℵ : :Netherlands

Ministry of Finance

Ministry of Transport
and Communications

NA NASweden

Environmental
Protection Agency

: : : : : :

HM Treasury : : : :

Health & Safety
Executive

ℵ NA NA

United
Kingdom

Ministry of
Agriculture Fisheries
and Food

ℵ
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Table 4.2: Impact of CBA and CEA on Policies and Legislation

Cost-Benefit Analysis (CBA) Cost-ECountry Ministry

Always1 Often1 Some-
times1

Rarely1 Cancel/
Amend
Leg.2

Always1 Often

United
Kingdom

Environment Agency ℵ ℵ ℵ

United
States

Office of Pollution
Prevention and Toxics

ℵ

Notes: yes no ℵ sometimes/potentially not sure : no reply

1 We recognise that CBA and CEA are only one input to decision making. How often is the option implemented by de
by the CBA or CEA as being preferred? (Question 9)

2 Can the results of a CEA or CBA cancel or amend proposed/intended policy measures or legislation? (Question 10)
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Table 4.3: Ex-Post Evaluation1

Country Ministry CBA CEA

Australia Environment Australia ℵ ℵ

Austria Federal Ministry for Economic Affairs NA

Environment Canada

Canadian Food Inspection Agency NA

Health Canada - Bureau of Chemical Hazards

Health Canada - Office of Tobacco Control NA

Health Canada - Product Safety Bureau : :

Canada

Ontario Ministry of Environment, Science and
Technology

Ministry of Environment and Energy NADenmark

Ministry of Taxation NA

Finland Ministry of the Environment NA

France Ministry of Economic and Finances

Japan Environment Agency NA

Ministry of Housing, Spatial Planning and the
Environment

Netherlands

Ministry of Finance ℵ ℵ

Ministry of Transport and Communications NASweden

Environmental Protection Agency

HM Treasury

Health & Safety Executive NA

Ministry of Agriculture Fisheries and Food

United Kingdom

Environment Agency

United States Office of Pollution Prevention and Toxics

Notes: yes no ℵ some not sure : no reply NA indicates not
applicable

1 Is there a procedure for evaluating the results of CEAs and CBAs after their use in decision making? (i.e.
are ex-post evaluations of the measures carried out?) (Question 12)
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PART II:

CASE STUDIES

CANADA

THE NETHERLANDS

THE UNITED KINGDOM
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Part II presents the findings of the three case studies. The purpose of the case studies is to
provide a few country-specific overviews of how CBA and CEA are integrated into policy
making. The case study countries - Canada, the Netherlands and the UK - were selected with
input from the Commission after Part I of the study was completed. The degree to which CBA
and CEA are integrated into decision making in each of these countries is higher than the
average, yet there is significant variation between the case study countries.
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A. CASE STUDY - CANADA

A.1 Departments Involved in the Case Studies

During Part II of this study, staff from the following government departments provided
more detailed information on their use of CBA and CEA: Health Canada, Environment
Canada, Industry Canada, and at the provincial level of government, the Ontario Ministry
of Energy, Science and Technology. This section is based on consultation with these
departments.

A.2 The Origins of Economic Appraisal in Canada

The significant degree to which CBA and CEA are integrated into the development of
Canadian legislation can be traced back to two significant events in the late 1970s. The
first of these, in 1977, was an initiative announced by Canada’s Treasury Board
Secretariat requiring that all major10 new health, safety and fairness regulations be subject
to socio-economic impact analysis (SEIA). In addition to calling for more rigorous
quantitative analysis, this initiative also called for better representation of (and
consultation with) stakeholders in the regulatory process.

The second significant event occurred in 1978, when then Prime Minister Trudeau
invited the Economic Council of Canada to undertake a series of studies into the impacts
of regulations on the Canadian economy. Known as the Regulatory Reference, the
resulting body of research provided a significant basis for the future development of
SEIA.

One author has characterized the last two decades according to changing attitudes in
Canada toward government regulation.11 ‘De-regulation’ typified the years from 1978-
1981; ‘better regulation’ became the approach from 1986-1991; and from 1992 on,
‘regulatory management’ best describes the recent ethos, characterized by a desire for
consistency and coordination amongst regulatory systems and for the optimal mix of
regulatory and non-regulatory tools to achieve policy goals. This progression of attitudes
can be seen as parallel to the maturation of regulatory economic appraisal. As more
sophisticated methodologies for assessing the impacts of regulations developed, not only
could government intervention be targeted and devised more appropriately, but the need
for government intervention could also be better demonstrated.

1 “Major” regulations were defined as those for which direct and indirect social costs were
estimated to exceed $10 million per year.

2 Margaret Hill (1997): A Historical Perspective on Regulatory Reform: Institutions and
Ideas After the Regulation Reference, Environment Canada.
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A.3 Integration of CBA/CEA into the Legislative Process

While the Treasury Board’s SEIA initiative and the Regulatory Reference mentioned
above are watersheds in Canada’s use of economic appraisal, these were not the
beginning. Already in 1976, the Treasury Board published a guide to producing CBAs.
However, the guide was overly prescriptive and few departments followed it. The guide
was eventually revised to be more useful, first in the mid 1980s and again in subsequent
years. During this time, a variety of other tools and guidelines have also been developed
(and regularly updated).

One such key tool is the requirement issued by the Treasury Board for all federal
regulatory bodies to assess the need for regulation. This requirement is known as the
Regulatory Policy, and its objective is “to ensure that use of the government’s regulatory
powers results in the greatest net benefit to Canadian society”. The policy advocates that
the benefits of regulations outweigh the costs to Canadians, their governments and
businesses, thus setting the stage for potential widespread use of CBA and other
economic appraisal tools.

To ensure that assessments of costs and benefits (and other requirements of the
Regulatory Policy) are carried out, the Treasury Board has developed a guidance
document for regulatory authorities to follow known as Regulatory Process Management
Standards (RPMS). In line with the ‘regulatory management’ ethos referred to earlier,
RPMS requires in the first instance consideration of whether intervention is required at
all. Where intervention can be justified, it is strongly recommended that the benefits of
a proposed regulation (or non-regulatory intervention) concerning health, social,
economic or environmental risks be assessed against any associated costs, and that
“regulatory effort is being expended where it will do the most good”. Where benefits do
not exceed costs, supplementary justification of why a particular intervention has been
chosen is required.

The Treasury Board Secretariat publishes a range of documents to assist federal
departments in meeting the Regulatory Policy and RPMS. One of these is theBenefit-
Cost Analysis12 Guide for Regulatory Programs, which provides basic information to
assist in the economic appraisal process for proposals with moderate impact. For major
proposals, while the guide provides useful background information, it refers readers to
more detailed texts and suggests involving trained economists to ensure that the
appraisal is adequate to the task. For less significant initiatives or those that are less
complex in nature, there is a suggestion that a less rigorous analysis be undertaken. It
should also be noted that the guide is not prescriptive in the sense that less rigorous
analysis than CBA can be applied. This includes the fact that both qualitative and
quantitative analyses can be undertaken. Therefore, the Treasury Board guidelines for
undertaking cost-benefit analysis allow analysts considerable discretion. As a result, a
federal interdepartmental cost-benefit working group is being set-up to develop

3 The term “benefit-cost analysis” is defined in the Guide to include other standard
techniques such as CEA, risk analysis, and socio-economic impact assessment.
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consistency in the appreciation of cost-benefit analysis across the different departments.

The guide defines the objective of the economic appraisal as the presentation of all
relevant information, both qualitative and quantitative, to ministers and the public (as
opposed to the quantification of everything). It suggests preliminary, cursory
consideration of costs when identifying various policy options, followed by more detailed
assessment of the costs and benefits of those options selected for further consideration.
It should also be mentioned that a summary of the economic assessment is provided for
consideration by ministers prior to regulatory approval implementation. The Regulatory
Impact Analysis Statement (RIAS) is a public document that provides the reader with the
rationalisation of why an initiative is being proposed.

A.4 CBA and CEA and the Management of Toxic Substances

While requirements such as the Regulatory Policy pertain to all federal departments,
Health Canada and Environment Canada have developed a process to meet their joint
obligations under the Canadian Environmental Protection Act (CEPA). Their Strategic
Options Process (SOP) integrates the use of economic analysis and multi-stakeholder
involvement into the development of risk reduction measures for substances defined as
toxic by CEPA. The stakeholders actively involved in the process (other federal
government departments, industry, environmental and labour groups) provide data and
other input to the economist dedicated to the group.

Using the SOP, risk management strategies have been developed for a range of the
substances found to be harmful to the environment or human health under CEPA. The
strategies employed have varied according to whether a single substance or a sectoral
approach was chosen. The various risk management strategies have ranged in complexity
from simple import restrictions to multifaceted approaches that include education and
training, waste disposal schemes, emission and equipment standards and reporting
requirements. Other programs are in place which also necessitate an assessment of the
impacts of various strategies, be it regulatory, voluntary or anything in between.
Although management strategies for over twenty substances of concern have received
ministerial approval, many of them, in particular the more complex ones, have not as yet
been fully implemented.

The SOP is an example of a process where economics play a role to assess cost-effective
solutions for toxics reduction. Within this process, risk management is undertaken
through a multi-stakeholder approach in which an economist is involved at the stage of
risk assessment. One lesson learned already through the SOP process is that early and
extensive involvement of economists is needed to ensure that the broadest considerations
are given to economic factors and that an assessment of management options is
undertaken. Furthermore, given the federal government's commitment to sustainable
development, many environmental and health issues no longer fit neatly within the
mandate of a single department. Greater coordination and integration across departments
has been recommended by the Commissioner of the Environment and Sustainable
Development to manage these horizontal issues to better protect the environment and to
foster sustainable development. This objective would be facilitated by more actively
engaging economists from various federal departments.
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A.5 The Link Between Federal and Provincial Governments

Canada’s provinces maintain significant responsibility for environmental and other
policies. For example, they each have the power to set their own multi-media ambient
quality standards for a range of designated toxins. Due to the level of independent
discretion the provinces have in achieving national policy goals, the wide variation in the
use of CBA and CEA by different provinces is not surprising. Some provinces do not use
these tools at all, while others apply CBA and CEA extensively to environmental policy.

While there is significant independence, there is also coordination and cooperation. Each
province and territory has its own Minister for the Environment who, along with
Canada’s federal Environment Minister, comprise the Canadian Council of Ministers of
the Environment (CCME). Although CCME was not interviewed as part of the study,
it is worth noting some of their activities, as they provide an important link in the overall
Canadian process of developing environmental management tools for the control of
pollution. The Economic Integration Task Group (EITG) has been created to ensure that
economics is taken into considerations in all CCME initiatives.

Of particular interest to this report is CCME’s recent focus on the management of toxic
substances. The Council determined in 1996 that, in order to achieve its goals in this
area, it was necessary to develop economic criteria (and guidelines for their application)
for managing toxic substances. A key criterion which has been proposed is that of the
CBA approach – net social benefit – with other economic criteria related to distributional
and fairness issues also given emphasis. With regard to guidelines for applying these
criteria, it has been proposed that they are used for the following:

• prioritization of emission reduction opportunities;
• selection and design of policy instruments;
• interim and final targets and standards; and
• time schedules for implementing policy instruments.

If these criteria and guidelines are generally adopted by CCME, its application of
economic appraisal to the management of toxic substances is likely be one of the most
comprehensive economic appraisal approaches to date. However, it should be duly noted
though that the extent of the economic assessment will be a function of the complexity
of the issue, data availability and resources available, amongst other considerations.

A.6 Use of Economic Appraisal in Ontario

Of all the provinces, Ontario demonstrates the most extensive and developed use of
economic appraisal of environmental policy. This is perhaps largely due to the fact that
40-50% of Canada’s industry is located in Ontario.

The Ontario Red Tape Review Secretariat has a formal, written requirement that all
Ontario government departments identify costs and benefits of proposed regulatory
requirements that require Cabinet approval. Known as the Regulatory Impact and
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Competitiveness Test (RICT), it is intended to ensure that benefits exceed costs and that
objectives be implemented at the lowest cost.

The Ontario department with perhaps the most extensive experience in this area is
Ministry of Energy, Science and Technology (MEST)13, which has employed economists
to assess benefits and costs of environmental programs and initiatives for more than
twenty years. CBAs have been undertaken on all major air pollution control initiatives
in Ontario during the past 15 years by MEST’s Economic Services Branch (ESB). CBA
and CEA have also been applied to water pollution abatement, contaminated site
remediation and multi-media standard setting. Currently, ESB is working on standards
setting for 35 new or revised air quality standards.

While CBA and CEA are used frequently, ESB also uses a wide range of other policy
assessment tools: checklists, simple scoring and weighting techniques, trend analysis,
risk-benefit analysis, financial impact assessments, macro-economic analysis and
forecasting, comparative statistics, input-output models, and complex bio-economic
computer-based models. Using whichever tool is appropriate, ESB has provided
economic analysis and policy advice to all divisions of the ministry.

Generally, ESB begins a CBA/CEA after the risk assessment is completed and before the
proposed option is chose. There is no formal ‘peer review’ process; however, Ontario’s
Ministry of Finance or Management Board of Cabinet officials sometimes provide
comment and feedback on analyses prior to consideration by the Cabinet. There is also
no ex-postevaluation.

While MEST does not publish guidance documents on undertaking economic appraisal,
it requires experience in the field for those hired to work in ESB. Other experts from
within the Ministry (such as engineers, toxicologist, biologist) are involved in CBA/CEA
as required. For these and other interested staff at MEST, ESB provides a two-day
training session on economic analysis which introduces CBE/CEA. The course manual
provides documentation of what appears to be a thorough but accessible introduction to
the topic.

While most CBA/CEA work is conducted by skilled in-house staff, ESB does rely on
external consultants when timing, credibility and source of results are particularly
important, and when funds are available.

A.7 Limits/Outlook

Owing to its long-standing commitment to improving regulation, Canada has much
experience applying CBA and CEA to (primarily federal-level) policy making. While
some of this experience has been positive and some negative, it is clear that the use of
economic approaches to policy appraisal is an evolving process. Canada’s commitment
to early stakeholder involvement has helped in this regard; industry and environmental
groups seem more committed to economic appraisal than provincial and regional

4 MEST was formed in October 1997; prior to this, the Economic Services Branch was
located in the Ministry of Environment and Energy .
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governments (even when the latter may be responsible for implementing the decision).
Overall, Canada appears convinced of the value these tools bring to government and
remains committed to improving them.

The areas for improvement include:

• greater consistency and coordination among federal government departments
in the use of cost-benefit tools;

• undertaking ex-post evaluation of cost-benefit analyses to determine how
closely actual results follow predicted results;

• greater integration and involvement of the federal economic departments into
the development and use of models and tools to forecast costs and benefits.
For example, the benefit transfer database, the Air Quality Valuation Model
(AQVM) and the Environmental Valuation Reference Inventory (EVRI); and

• greater focus on the communication of uncertainty and information gaps.

So while TB’s BCA Guide suggests, for example, thatex-anteeconomic appraisals
indicate how best to monitor the policy’s end result,ex-postevaluation rarely takes place.
Where time and funds are available, these are inevitably allocated to appraising new
initiatives.

Other limits to greater use of economic appraisal relate more specifically to the tools
themselves. For example, in 1992 a series of regulations was proposed to reduce
environmental damage from the pulp and paper industry. The associated compliance
costs were estimated to beCAN$4 billion for some 140-150 paper mills. However, due
to a number of factors, including lack of reliable data, the lack of good analytical tools,
as well as limited resources, the associated benefits were not quantified. Follow-up
analysis by various parties including the Auditor General of Canada, severely criticized
Environment Canada for a lack of benefits analysis. The use of “benefit transfer” for
quantifying environmental impact could have made it possible to quantify the benefits
within the limited time and budget available, but some resist this technique.14

Nevertheless, this experience has provided incentive to address the problems associated
with benefit transfer and make this approach workable. In fact, Environment Canada has
established a benefits transfer database called the EVRI, which will go a long way to
enhance benefits valuation. In addition, a model has been developed to quantify benefits
accrued by changes in ambient air concentrations and emission reductions. The AQVM
can be used for a range of air pollutants.

There are also examples of policy development in which economic appraisal was used
but guidelines for applying the results were not followed. Socio-economic analysis is not

5 Benefit transfer can be defined as taking a value or benefit estimate developed for a
previous policy decision and transferring it to a proposed policy decision. While this can
save time and money it raises concerns regarding the validity of using values derived for
one situation and applying them to another.
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the sole determinant of policy decision making. In theFederal Regulatory Process
Management Standards - Compliance Guide, (p.14) it is stated that "If you use
regulations when it is unclear whether benefits exceed costs, then you must fully
document your reasons". One case in point is the development of the regulations on
benzene in gasoline, for example, where the economic appraisal demonstrated that costs
to industry would significantly outweigh public and private benefits. As indicated above,
the Regulatory Policy requires that the benefits of a proposal outweigh costs.
Nevertheless, a decision was made to proceed with the regulation. This was largely
possible because industry was in agreement to proceed with the particular proposal and
also because it was recognized that benzene is a non-threshold carcinogen.

With specific regard to methodological issues, the case study interviews highlighted
several contentious issues, including valuation of human life, contingent valuation, and
discounting. Also of concern is the uncertainty inherent in data; whether the data is used
during risk assessment or in the socio-economic analysis, uncertainty must be handled
in way that inspires confidence if the results of analysis are to be credible. Timing
presents another concern, where many see the need to integrate economic appraisal earlier
in the policy making process. For example, with regard to chemicals being considered
for risk reduction measures, risk managers have noted a need to further integrate risk
reduction with the earlier risk assessment process to ensure that data collected from the
outset can describe not only hazards but also the extent and degree of exposure. This is
critical to a robust economic appraisal, particularly where exposure data becomes integral
to quantifying environmental and health costs and benefits for a given policy option.

To provide a forum for discussing these issues, Environment Canada, Industry Canada
and Treasury Board recently co-sponsored with the petroleum industry a workshop on
CBA. While the results were mixed, the workshop provided an opportunity for people
to be educated on the methodology and the debate surrounding it. It is anticipated that
further discussions on these issues will continue.



Risk & Policy Analysts

A1-104



Risk & Policy Analysts

A1-105

B. CASE STUDY - NETHERLANDS

B.1 Departments Involved in the Case Studies

The two ministries involved in the case study interviews were the Ministry of Finance
and the Ministry of Housing, Spatial Planning and the Environment (VROM).

B.2 History

In 1970s and 1980s, the Netherlands undertook many integrated CBAs. Two of the
largest appraisals were for the second national airport and for the reclamation of Ijssel
Lake. The lake had been reclaimed progressively over time, and there were numerous
environmental and economic problems with options for reclaiming the final portion.

These, however, were some of the last fully integrated CBAs. Under current practice,
only partial CBAs are undertaken, in which only some effects are valued. For example,
in a CBA on road pricing, changes in travel time are being valued, while environmental
impacts are not. The fact that this is only a partial analysis is then highlighted and borne
in mind by decision makers when considering the results.

B.3 Integration of Appraisal into the Policy Making Process

Overall, those interviewed in the case study indicated that CBA and CEA are far less
integrated into the Netherlands’ policy making process when compared to Canada and
the UK. Ministries in the Netherlands are free to decide whether or not to undertake a
CBA or CEA, as very little is prescribed by central government in this regard.
Nevertheless, these tools are used in the Netherlands, and although requirements for
policy appraisal in the Netherlands allow a greater degree of flexibility in deciding which
tool to use, some requirements for undertaking appraisal do exist, as do mechanisms for
overseeing appraisals.

The ministry proposing a new act or legislative measure takes primary responsibility for
undertaking its appraisal. Each ministry has its own financial/economic affairs division,
which coordinates appraisals undertaken by its policy making divisions. The appraisal
process is shadowed by the Ministry of Finance (MF), which controls the budget of all
other ministries and is responsible for ensuring that public money is spent effectively.
To this end, MF provides advice on policy appraisal methodologies and helps coordinate
the appraisal process via its Budget Affairs Division (BAD), which operates as a think
tank for other ministries in central government.

Rather than being assigned to specific ministries or policy areas, BAD staff work on a
project-by-project basis. With regard to policy analysis, the core of BAD’s work isex-
anteappraisals, although they also undertakeex-postevaluations. BAD helps with all
forms of assessment studies, including MCA, CEA, and CBA.

Once the appraisal is completed, it is reviewed by the Ministry of Justice before being
forwarded on to ministers. The purpose of the review is to determine whether the
appraisal provides sufficient insight into the proposal’s side effects to contribute
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effectively to balanced decision making. This responsibility lies within the Ministry of
Justice as it is responsible for ensuring the quality of legislation and regulations.

B.4 Economic Appraisal in Practice

B.4.1 Tools Most Commonly Used

The Netherlands uses the full range of appraisal techniques, from CBA and CEA to
checklists, trend analysis, as well as MCA and simpler scoring and weighting techniques.
In particular, a simple form of MCA referred to as ‘score cards’ is used. Scores are
assigned to a variety of ranked impacts for each decision option, in order to indicate the
comparative performance of the various options. Despite the fact that it can oversimplify
matters, this approach is inexpensive and quick, and is therefore commonly used. In a
recent example, the score card approach was recently applied to evaluate the impacts of
a dam project.

There is an increasing tendency in the Netherlands to use a multi-faceted approach to
project appraisal, whereby aspects of CEA, MCA, score cards and input-output models
are combined to identify the preferred option. The economist or group undertaking the
analysis decides which effects to value in monetary terms, while other impacts may be
ranked using the score card system or input-output models. These models are used to
determine the direction of costs (beneficial or detrimental) of any impact on the
government, industry and society. Where several appraisal methodologies are used for
the same project, the results are then combined to identify the preferred option.

The options themselves are identified through the development of ‘scenarios’ which
consider what effect any current decision making may have on future needs and
development. The use of scenarios is described as “rehearsing the future” and aids the
identification of potential problems which can then be avoided. The development of a
scenario involves identifying the decision to be made and the driving forces behind any
impacts, which are prioritised in order of significance and uncertainty. Each scenario is
then assessed using the appraisal tools above, and the resulting information is combined
to identify the preferred option. This multi-faceted approach encourages the
consideration of all options, impacts and scenarios on a policy-by-policy basis.

Whichever tool is used, the main thrust of policy appraisal in the Netherlands is currently
on partial appraisals. Within partial appraisals, there are various ‘effects tests’, with the
environmental test being the only obligatory one. Where environmental impact is
expected to be significant, an environmental impact assessment is legally required. The
success of this environmental test has led to other partial effect tests including:

• the business effects test (BET);
• consumer tests; and
• health tests.

With specific regard to the BET, an inter-departmental working group on Draft
Legislation produces regular lists of legislation that specify which BET checklist
questions require special attention for each piece of draft legislation. When the need for
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the test is stipulated, it must be included in the notes which accompany draft legislation.
In general, BET is required for legislation which has potential consequences for
businesses, market operations and socio-economic development. It is used to strike a
balance between the need for social protection and social dynamism.

In general, though, there is significant variation across government departments in the use
of appraisal tools. Many ministries use a range of appraisal techniques on a regular basis,
while others do so only when required by the Draft Legislation working group. For the
latter group of ministries, there can be a high degree of inexperience with the application
of the various appraisal methodologies.

B.4.2 Where CEA and CBA are Used

Although other methodologies are preferred, CBA and CEA are nevertheless applied to
a variety of issues. In particular, CBA is often used for infrastructure proposals and CEA
is applied primarily to health-related proposals. With specific regard to environmental
issues, however, the use of these tools appears quite limited, although CBA has been used
at the policy level as part of the development of the government’s five-year rolling
national plan. CEA is applied to site-specific licencing decisions, but the degree to which
it is applied at the policy and programme levels is less clear.

Where CBA or CEA is used, the magnitude of the proposed project/policy helps
determine whether these tools are used, as full CBA/CEA proposals require more
resources than many other appraisal tools.

The following are examples of CBAs that have been undertaken in recent years:

• Ministry of Foreign Affairs applied CBA to its training programmes in
developing countries;

• CBA is being used to develop road pricing aimed at reducing traffic
congestions;

• the Ministry of Justice used CBA to review costs and benefits to society of the
duration of the appeals process and to determine if it would be more cost-
effective to shorten the duration and hire more judges; and

• before the new emergency call number (112) was introduced, CBA was used
to determine where the central control should be located and whether primary
responsibility should rest with the fire or ambulance service.

CEA was recently used to develop a national screening programme for breast cancer in
response to a high national death rate from the disease. The study focused on women
between the ages of 50 and 70 and sought to determine the optimum interval at which
women in this age bracket should be tested for breast cancer. The preferred option (one
test every four years) was identified by balancing the cost of screening with the expected
life extension. Using this approach, the expected change in life expectancy was
quantified, but not in monetary terms. This is consistent with government policy in the
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Netherlands, which requires life to be quantified in terms of years (and months) rather
than money.

A combined CEA/MCA approach is currently being used in the decommissioning of
nuclear power facilities. There are two production facilities and one experiment site in
the Netherlands, but Parliament has decided to move away from nuclear production,
partly because the facilities are not very productive. Because decommissioning takes
place over such a long time period, the appraisal relies heavily on sensitivity analysis of
the various data.

B.4.3 Efforts Which Support CBA/CEA

Training, written guidelines, and other support mechanisms for undertaking CBA and
CEA are available in the Netherlands. Training is available to civil servants which
teaches the basic principles of CBA and CEA. The course addresses how these tools are
most effectively used, as well as the limits to their use. It also encourages stakeholder
involvement. BAD has produced a general book covering all types of ex-ante evaluation,
including CBA and CEA, which other ministries use when undertaking appraisals.

In order to provide a consistent basis for data, an interdepartmental group (the Working
Party on Methods for Environmental Costing) has developed an approach and
methodology for calculating environmental costs. The purpose is to ensure a greater
degree of transparency, comparability and consistency in gross and net environmental
costs used throughout government, and in particular between VROM and the National
Institute of Public Health and Environmental Protection.

It should be noted, however, that the scope of environmental costs being considered by
the Working Party Environmental is somewhat limited. Impacts which cannot (or only
with great difficulty can) be expressed in monetary terms are excluded from their remit.
In particular, the group is not addressing monetary valuation of environmental quality
indicators, such as the return of salmon to the Rhine River.

B.5 Limits/Outlook

The Ministry of Finance noted a cyclical trend in policy analysis consistent with cycles
of economic prosperity. The Dutch economy is currently relatively strong, as can be seen
by the large number of investment projects presently underway. For these, there is a
demand forex-anteappraisals by policy makers.Ex-anteappraisals were also very
common during the 1960s. During the 1970s and 1980s, however, the emphasis was on
ex-postevaluation. This was seen to result from a tighter economy, as well as the drive
in the UK for reconsideration of policies and deregulation.

Increasingly, economic appraisals in the Netherlands are combining CBAs and MCAs.
This allows for partial monetary valuation, where this is focused on key impacts, while
other impacts can be quantified and assessed in other ways. The Ministry of Finance sees
these combined studies as the best way forward. It is also expected that the use of partial
analyses will continue. The main concern here is that it is very easy to criticize partial
assessments if one disagrees with the outcome.
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In terms of greater use of full CBA and CEA at the policy level, one general concern is
that these tools give the impression that decisions can and should be made in accordance
with the appraisal outcome, despite any bias in the appraisal. This is amplified by the
concern that CBA and CEA are undertaken once a decision has been made in order to
justify this position. Because such scepticism surrounds CBA and CEA, MCAs and
partial analyses are being used increasingly, as they generally avoid the issue of social
desirability of one decision versus another and inherently leave the selection of the best
option more open for the decision maker.
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C. CASE STUDY - UK

C.1 Departments Involved in the Case Studies

The following UK government offices and departments participated in meetings to
provide further information for this case study: the Cabinet Office; Her Majesty’s
Treasury (HM Treasury); the Department of Environment, Transport and the Regions
(DETR); Ministry of Agriculture, Fisheries and Food (MAFF); and the Department of
Trade and Industry (DTI).

With regard policy appraisal, both the Cabinet Office and HM Treasury have oversight
responsibilities over other government departments. DETR has primary responsibility
for environmental policy, although this overlaps to some degree with MAFF, which is
responsible for promoting and enhancing the rural and marine environments. DTI, on the
other hand, is involved in ensuring that environmental regulations do not negatively
impact UK consumers and businesses.

C.2 History

The use of CBA and CEA in the UK is relatively well developed, although this
development appears less continuous and comprehensive than that seen in Canada.
Following the dramatic rise in public expenditure in the UK during the post-war period,
dissatisfaction with control over public spending led to a major reassessment of
government spending in the 1960s. Later, under Prime Minister Thatcher, the Financial
Management Initiative required a review of how government departments were spending
money. Both of these initiatives appear to have focused more on how much was spent
than on how effectively it was spent.

One of the first uses of CBA at a strategic planning level, where this included
environmental considerations, was on the construction of an additional London airport.
The assessment included the monetary valuation of noise and other amenity effects and
was highly controversial. Other early applications of CBA included the appraisal of flood
defence schemes and some applications in water resource planning. The most significant
growth in the UK’s application of economic appraisal to environmental impacts began
in the early 1990s, resulting from (or as indicated by) a series of publications and
international events:

• in 1990, the government issued an Environment White Paper “This Common
Inheritance”;

• in 1991, the Treasury released up-dated guidance on “Economic Appraisal in
Central Government”; this was revised in 1997, with guidance now entitled
“Appraisal and Evaluation in Central Government” (commonly referred to as
the Green Book);
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• in 1991, DETR (then Department of the Environment) first issued “Policy
Appraisal and the Environment”, guidelines designed to ensure better
integration of environmental considerations into the policy appraisal process;

• in 1992, the United Nations Conference on Environment and Development
held in Rio was key to increasing awareness of the importance of
environmental issues amongst government policy makers; and

• in 1995, the UK Round Table on Sustainable Development was established
to undertake a series of studies looking at major policies from a sustainable
development perspective.

The joint effect of these and similar initiatives has been to raise the profile of both
economic assessment methodologies and direct and indirect environmental impacts of
government policies.

C.3 Integration of CBA/CEA into the Legislative Process

Each UK government department has a Better Regulation Unit which link up with the
Better Regulation Unit in the Cabinet Office. These units were formerly known as
‘deregulation units’ and the move to ‘better’ regulation is seen as an important trend in
government thinking. Concomitant with this trend is the greater weight given to the
environmental impacts of regulation, as evidenced by changes incorporated into the latest
edition of the Treasury Green Book.

C.3.1 Cabinet Office

In 1995, the Cabinet Office established the need for Compliance Cost Assessments
(CCA) to be undertaken for all proposed regulations. The government announcement
which accompanied the release of the guidelines on the preparation of a CCA (Checking
the Cost of Regulation) stated that “no regulatory proposal affecting business should be
entertained by a Minister without proper Compliance Cost Assessment (CCA). No
regulatory proposal should be considered collectively by Ministers without a certificate
signed by the responsible Minister that he has read both the risk assessment and CCA,
and that he believes that the balance between cost and benefit has been appropriately
struck.”

The purpose of the CCAs was to provide an indication of the financial impacts of a
regulation on businesses (with a focus on small enterprises) and on their competitiveness.
It was recognised, however, that CCAs were not equivalent to a full CBA. For example,
the guidelines state that “Sometimes it may be preferable to prepare a full cost-benefit
analysis as an alternative to a CCA, but the cost-benefit analysis must contain all the
information required in the CCA.”

In 1997, in parallel with the shift in emphasis from deregulation to ‘better’ regulation, the
Cabinet Office introduced new requirements for Regulatory Appraisal (RA), with such
appraisals embracing a wider range of impacts than CCA. The focus of these new RA
requirements remains on the appraisal of proposed regulations; such appraisals are not
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required for non-regulatory options. The requirements for RA are set out in “Guide to
Regulatory Appraisal”. Essentially, the RA is a structured assessment of the costs and
benefits of regulatory options designed to reduce the risk of an undesirable outcome or
harm.

Within an RA, risk assessment is used to help identify the potential costs and benefits
associated with the alternative options. Within the overall framework of the RA, this
risk assessment can be qualitative, semi-quantitative or fully quantitative in nature. For
example, environmental valuation techniques have been applied to provide for the
explicit incorporation of environmental costs and benefits (risks) into the wider analysis
of impacts on industry and consumers.

In terms of other specific requirements, the guidelines state:

• that in order to achieve its purpose, the RA needs to be undertaken during the
initial stages of formulating policy;

• the RA needs to make clear throughout the analysis what assumptions have
been made and the extent of any uncertainty;

• the RA should identify any important issues of equity (i.e. the distribution of
benefits or costs between consumers and business and within these groups)
or other political considerations; as part of this, the RA requires a Small
Business Litmus Test to ensure that the impacts on small companies are
considered; and

• the RA should include some form of sensitivity analysis to demonstrate the
sensitivity of the results to any assumptions that have been made.

As a follow-up to the preparation of an RA, the Cabinet Office maintains a database of
all the RAs produced. It prepares a 'monthly return' which indicates how many
regulations have been made which impact business and what the overall costs and
benefits were for use by government ministers. By tracking all these analyses, the
Cabinet Office is able to inform government departments of any overlaps between
proposed regulations. For example, Health & Safety Executive (HSE) may make a
decision that also has consequences relevant to DETR.

The Cabinet Office does not, however, critically review all of the RAs which it receives.
The main reason put forward for this is that there are two many to review given the
resources available.

C.3.2 HM Treasury

With regard to policy appraisal in general, HM Treasury ‘shadows’ other government
departments. It is responsible for producing the guidelines which govern the manner in
which economic appraisal in general is applied by all government departments and has
recently up-dated its earlier guidelines, with these giving greater attention to the valuation
of environmental costs and benefits (as indicated above). Although, the Treasury does
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not usually carry out appraisals itself, it does assist other government departments in the
preparation of CBAs and CEAs. For example, Treasury staff are currently supporting the
DETR on studies relying on the use of CBA techniques which are examining the
application of economic instruments to aggregates extraction, pesticides and control of
discharges to surface water. In this role, the Treasury is concerned with issues such as
whether the balance of costs and benefits appropriate, the regulation is too stringent, and
all appropriate non-regulatory options have been considered (voluntary agreements, taxes,
other economic instruments).

HM Treasury is currently seeking to strengthen appraisal andex-postevaluation across
all government departments. Its revision of the 1991 guidelines on economic appraisal
in 1997 provided for this by explicitly includingex-postevaluation requirements in
addition to appraisal requirements, and for theex-anteappraisal process to be conducted
in a way that lends itself to future evaluation. Neither are as yet integral to policy
development across all departments, and the Treasury’s aim is to ensure that such
analyses are undertaken as a matter of course. It expects CBA to be applied to all major
proposals, and spends less time considering smaller proposals. It should be highlighted
that Treasury’s main focus is this regard is not specific to environmental issues.

HM Treasury also has oversight responsibility over other national-level government
departments, with particular regard to ensuring “value for money” from public
expenditure. Treasury exercises this power in some instances through direct oversight
of the development of projects and programmes.

C.4 Use of CBA and CEA by other Government Departments

C.4.1 Overview

The other main government departments with environmental responsibilities are the
Department of the Environment, Transport and the Regions, the Ministry of Agriculture,
Fisheries and Food, and the Department of Trade and Industry. All three of these
government departments are actively involved in the application of CBA and CEA.
Within the departments, there are economics units which provide support to other staff
on the application of CBA. This may include taking direct responsibility for such work
on an equal basis with another unit or in providing advice on a regular basis. Although
they have in-house economics and policy analysis expertise, they also draw on external
experts and consultants to support their activities as necessary.

Non-governmental regulatory agencies such as the Agency also apply CBA and CEA to
the implementation of their own policies and projects.

C.4.2 The Department of the Environment, Transport and the Regions

The DETR has indicated that its own efforts go beyond what has been required by the
Treasury in terms of quantifying benefits. In particular, the DETR has put a lot of
emphasis on the development and application of environmental valuation techniques as
part of the use of CBA generally. It is regularly involved in the application of CBA and
CEA to the development of environmentally driven policies, with past applications
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including:

• the development of environmentally based economic instruments (such as the
landfill tax introduced a few years ago);

• the development of national environmental quality strategies, including those
relating to air quality and water issues; and

• the appraisal of proposed EC directives and of other environmental policy
initiatives (e.g. proposals put forward by the Paris and Oslo Commissions).

In 1992, the DETR (then Department of Environment) published “Policy Appraisal and
the Environment” (referred to as PAE). The aim of the document was to increase
awareness within government of the need to examine the environmental impacts of
policies more explicitly and systematically. The document provides a broad framework
within which government policy appraisal should be conducted and offers guidance on
a number of methodological issues. PAE was given considerable publicity and
publication was followed-up by the provision of training sessions by departmental staff.

A recent review of the impact of the initiative, however, has indicated that the impact of
the document and message it was espousing has not had the effect on appraisal activities
originally hoped. It was found that systematic consideration of the environmental costs
and benefits of proposed policies and programmes was only undertaken in a limited
number of cases, and that there was significant room for improvement. This included
improvement in the frequency and manner in which CBA and CEA techniques are
applied. One of the reasons given by other government departments for this was that the
PAE guidelines were not functioning at the right level. They were too detailed for
decision makers and not detailed enough for analysts. As a result, the guidelines did not
provide either the inspiration or the step-by-step guidance required.

In response to these findings, DETR has established a review mechanism to provide a
means for on-going examination of how other departments are incorporating
environmental issues into policy appraisal. The aims of this review mechanism are two-
fold: increasing the attention paid to environmental costs and benefits; and improving
consistency in how this is done. Having looked at the effectiveness of existing guidance
documents, DETR are also looking at how to fill the needs for alternative levels of
guidance, where these include anaide memoiron policy appraisal and the environment
and a literature review of appraisal techniques with the eye to developing technical
guidance on undertaking full socio-economic appraisals.

DETR also leads a cross-departmental body which was set up to provide a forum for the
examination and review of issues affecting the appraisal of environmental effects. The
so-named Group on Environmental Costs and Benefits (GECB) is made up of economists
who come from the range of government departments, including the various regulatory
agencies which operate outside central government (such as the Agency and English
Nature). During regular meetings, this group examines both theoretical and practical
issues concerning the valuation of impacts on the environment and human health and
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safety, and environmental policy appraisal more generally. Examples of the types of
issues which have been covered include the application of benefit transfer techniques, the
reliability and validity of the various valuation methods, and the need to complement the
use of CBA and CEA with other appraisal methods (such as scoring and weighting
techniques).

Similarly, the Interdepartmental Liaison Group on Risk Assessment (ILGRA) provides
a cross-departmental forum for examining risk assessment issues. One aspect of this
work involves consideration of the valuation of morbidity and mortality effects for
inclusion in CBAs. They have recently been focusing on the development of different
estimates for the value of a statistical life, with different valuations for use in different
circumstances, and the dissemination of these results to various government departments.

C.4.2 The Ministry of Agriculture, Fisheries and Food

Similar to the DETR, the Ministry of Agriculture, Fisheries and Food has indicated that,
in terms of the application of economic appraisal techniques in general, its activities go
beyond those required by either the Cabinet Office or any of the guidance issued by HM
Treasury. This includes use of CBA and CEA as part of:

• general policy development, with this including long-term and strategic
planning;

• project appraisal involving government expenditure on flood and coastal
defence;

• licensing of activities, such as pesticides, the disposal of marine dredgings
and fisheries management; and

• ex-postevaluation of existing policies.

MAFF is one of the few government departments to have a systematic programme ofex-
post evaluation. It employs external experts to provide an objective analysis of an
existing policy, with all major policy areas reviewed every five years with regard to the
effectiveness of the policy itself, expenditure, and impacts on the environment. This
evaluation process is built into new policies. One of the reasons for this greater use of
ex-postevaluation is the on-going nature of many of the policies (e.g. agricultural
policies). It is argued that other departments have less time to undertake suchex-post
evaluations and that there is little reward for identifying how previous policies, which can
no longer be impacted, could have been improved.

As noted above, MAFF has its own in-house unit which provides support to other
divisions on the application of economic appraisal, but also undertakes its own research.
Within any particular CBA or CEA exercise, it is likely that the assessment team will
include economists, policy advisors, and where appropriate, other experts (scientists).
Most appraisals are undertaken by in-house staff, although there is also active use of
external specialist expertise (academics and consultants) where the valuation of
environmental costs and benefits is required.
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MAFF also commented on peer review and the involvement of stakeholders. Peer review
is initially undertaken within government, with other government departments such as
Treasury providing input. The peer review process itself remains internal to government.
This contrasts with some other government departments who have hired independent
economists to peer review certain studies.

Stakeholders are then involved through a consultative process and asked to comment on
policy proposals and supporting analyses. In general, MAFF will try to build policy
consensus by involving stakeholders from the early stages of the appraisal.
Representatives of key stakeholder groups may be invited to sit on steering groups and
to attend inter-departmental meetings. MAFF believes that this approach works, and that
it helps generate necessary feedback during policy development. It also reduces the
number of complaints arising after policy implementation. On sensitive issues, however,
preliminary work may be necessary to gain ministerial approval for contacting and
explicitly involving stakeholders.

C.4.3 The Department of Trade and Industry

The Department of Trade and Industry has indicated that CBA is being used more
frequently than in the past. In general, the DTI prefers the use of CBA to CEA because
although the latter indicates the approach to regulation that is the least costly, the former
indicates whether something is worth doing in the first place. Given its role of looking
out for the interests of industry, the DTI look to CBA to provide an indication of where
to “stop tightening the screw”.

Policy analyses are undertaken to the framework set out in the guidelines on Regulatory
Appraisal and these have themselves assisted in the further integration of economic
appraisal into decision making. Broadly speaking, the application of CBA is becoming
more acceptable, and in some areas there has been considerable progress towards the
greater use of CBA techniques. However, such progress varies across the Department
by subject area and level of decision making.

The DTI is currently funding an important piece of research concerning the application
of both CBA and CEA. The study is looking at the consistency betweenex-anteandex-
postvaluations to discover why these might differ.

C.4.4 The Environmental Agency

The Environment Agency (the Agency) is the UK regulatory authority responsible for the
implementation of environmental legislation concerning pollution prevention and control.
The Environment Act 1995, which created the Agency by bringing together Her
Majesty’s Inspectorate of Pollution, Waste Management Authorities and the National
Rivers Authority, also placed a series of new duties on the Agency. These include
statutory duties towards sustainable development and what is commonly referred to as
the ‘cost-benefit’ duty. Section 39 of the Act states that the Agency must take into
account the costs and benefits arising from the implementation of its powers. This duty
applies to those cases where the Agency has discretion as to how it implements its powers
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(e.g. the level at which discharge consents are set, whether or not to license a disposal
facility). It is important to note, however, that the duty:

• does not require the use of CBA, although it is often interpreted in this
manner;

• does not require that the benefits outweigh the costs for action to be taken;
and

• includes clauses concerning the degree to which it is reasonable for the
Agency to be expected to consider costs and benefits (i.e. it may not be
reasonable when applying emergency or legal powers).

In response to this duty, the Agency is involved in an on-going process of developing a
suite of assessment tools for application to different decision problems. This includes the
use of CBA and CEA, in addition to a range of other techniques such as scoring and
weighting. The Agency’s view is that the tools applied should be ‘fit for purpose’; the
application of CBA should not be required in all cases given the difficulties associated
with monetary valuation of environmental costs and benefits and the resource
requirements of such analyses. The Agency has developed guidelines on economic
appraisal and generated some desk-top CBA based methodologies on the appraisal of
particular management issues, such as water quality.

The use of both CBA and other decision-aiding approaches by the Agency has, however,
become the subject of considerable debate. With regard to CBA, the need to place
monetary values on environmental benefits and the difficulties associated with the
development of reliable estimates is seen by many as weakening the Agency’s ability to
be an effective regulator. In contrast, where the Agency has attempted to use non-
economics based appraisal approaches, it has been criticised for not being able to provide
an economic justification for its proposals.

C.5 UK’s Use of CBA and CEA vis a vis EU Policy

During the interview, the Cabinet Office indicated that given that most policy
requirements are now initiated at the EU level, there is limited scope for the use of
economic appraisal as part of policy development. In essence, this suggests that policy
once it is proposed is taken as afait accompli. At the same time, however, MAFF and
DETR both undertake economic appraisals of proposed EC directives in order to have
influence on the way these are developed. Indeed, both have indicated that such
appraisals are essential to their developing an informed perspective from which to
influence the final content of proposed directives.

A number of different examples have been cited as to how CBA has assisted, or is
assisting, in this regard. The DETR has been applying CBA based techniques on the
control of hazardous chemicals as part of its preparation of risk management strategies,
particularly those which involve the application of marketing and use restrictions (as per
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76/769/EEC). Similarly, the DETR is currently applying CBA to the implementation of
the proposed Water Framework Directive out of concern that the costs and benefits of
different components within the directive should be identified. One of the key problems
which affects appraisals such as this, however, concerns the language used in proposals
as the possibility of the requirements being interpreted differently at a later stage is quite
high.

C.6 Limits/Outlook

As indicated above, progress in integrating economic appraisal into decision making
varies across government departments. Broadly speaking, economic appraisal techniques
and CBA in particular are becoming more acceptable. However, a number of key issues
have been identified affecting the greater use of CBA and, to a lesser extent, CEA. These
include:

• problems with both the availability of the data required to produce such
analyses, with data ‘vacuums’ often existing, and associated problems with
the believability of the data which results from the analyses;

• difficulties surrounding the reliable valuation of external effects for
incorporation into CBAs, where these include environmental and human
health effects;

• the development and application of benefit-transfer based techniques is seen
both as a solution and as a problem. It provides a solution because it can
reduce the time and money needed for appraisal, and increase consistency
across studies. It creates problems because the transfer values are often
inappropriate; it may be feasible to apply river values to lochs, but not to
transfer biodiversity values from one ecosystem to another;

• the need for industry data as part of the preparation of a CBA or CEA, which
are often viewed with a dose of scepticism; and

• the need to explicitly account for uncertainty in the appraisal process.

In general, economic appraisal is viewed as only one dimension to decision making, with
the political and legal dimensions often being of more importance. For example,
Ministers’ declarations of policy are very rarely based on analysis of costs and benefits.
Indeed, the Treasury believes that many appraisals are done in order to support the
favoured policy option. However, it is argued that economic appraisal does assist in
improving the consistency of appraisals across levels of decision making (policy,
programme, project).

Those who are supportive of economic appraisal techniques come from two, often
opposing mindsets. There are those for whom use of these methodologies is bringing
environmental considerations (even where these may be secondary) into the core of
decision making. Then there are those who want to make sure that environmental
concerns are not overrated, resulting in regulations with untenable costs.
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Finally, the Treasury has indicated that it would support the development of general
economic appraisal guidelines for application at a policy level by the European
Commission.
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ANNEX 1

AUSTRALIA
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This Annex presents responses from:

Environment Australia (the public name for the Federal Department of the
Environment).

Responses were requested but not received from:

the Department of the Treasury.
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BA and CEA in Australia
Environment Australia

cy areas covered
Ministry

National environmental policies and national environmental spending programmes

reas of shared
ility

None

ools used in policy
nd the legislative

CBA
CEA
Checklists

ternal requirement
or CEA

CBA: yes
CEA: yes

CBA is required by government policy on spending on all physical development proposals. CEA is in ef
required for all regulatory proposals by way of a requirement for Regulatory Impact Statements (RISs),w
approach is usually CEA for environmental measures

xternal requirement
or CEA

CBA: yes
CEA: yes

(See response to 3(a))
o-ordination of
CEA across

nts and agencies

CBA: yes
CEA: yes

Central agencies such as the Department of Finance co-ordinate CBAs, and the Office of Regulation Rev
ordinates RISs (CEAs)

dance documents

CEAs

CBA: yes
CEA: yes

CBA: Handbook of Cost-Benefit Analysis, Department of Finance, 1991

CEA: A Guide to Regulation, Office of Regulatory Review
aining for civil

undertaking CBAs
CBA: no
CEA: no

Courses are available at academic institutions and training course attendance may be paid for by governm
Training courses are of a good standard and hence useful

se of CBA and
ong-term strategic

CBA: no
CEA: no

BA and CEA in Australia
Environment Australia

se of CBA and
general policy and
ent appraisal

CBA: no
CEA: yes

Evaluation procedures on policies and programs generally use a CEA approach
se of CBA or CEA
d setting

CBA: no
CEA: no

ther uses of CBA CBA: no
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CEA: no
olicy areas using
CBA

CBA: all
CEA: all

Where applicable to all
ming of CBAs and
he decision
rocess

CBA: before chosen option is adopted
CEA: before chosen option is adopted

mplemented option
ferred option from
or CEA

CBA: often
CEA: often

ancellation or
nt of
intended policy
or legislation by
CEAs

CBA: yes
CEA: yes

In theory yes, but in practice unusual

eer review of
d CEAs before use
on-makers

CBA: no
CEA: no

Although they would be subject at least to review by other agencies within government prior to a decisio
x-post evaluations
and CBAs

CBA: no
CEA: no

But program and policy evaluation is standard (rather than evaluation of a CBA/CEA)
pecification of
uired by the team
ng the CBA or

CBA: no
CEA: no
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BA and CEA in Australia
Environment Australia

ody undertaking
nts

CBA: in-house
CEA: in-house

akeholders
n the process

CBA: other departments and agencies
CEA: other departments and agencies

Those directly involved in the proposal
ormal mechanism
older involvement

CBA: no
CEA: no

eps taken to
e stakeholder
ent

CBA; not sure
CEA: not sure

dditional
s

None
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ANNEX 2

AUSTRIA
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This Annex presents responses from:

Federal Ministry of Environment Youth and Family;

Federal Ministry for Economic Affairs; and

Federal Ministry of Finance.
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Use of CBA and CEA in Austria

Category Federal Ministry of Environment,
Youth and Family

Federal Ministry for Economic Affairs,
Trade and Industry Department

F

1 (a). Policy areas covered by
the Ministry

Χ air emissions
Χ national parks
Χ waste
Χ environmental assessment procedures

(for projects)
Χ chemicals

Leading responsibility: permits for
industrial installations, industrial safety,
inspection, air quality (emission limits)

Joint responsibility: environmental impact
assessment, waste, licensing of chemicals,
water quality, air quality (emission limits)

Χ
Χ
Χ
Χ
Χ

1 (b). Areas of shared
responsibility

NA With regard to the joint responsibilities
listed above, the Ministry for
Environment, Youth and Family is lead on
the first three, and the Ministry for
Agriculture is lead on the last two.

N

2. Tools used in policy making
and the legislative process.

CBA: yes
CEA: no

Simple scoring and weighting techniques

Not sure whether trend analysis is used

S
T

N

3 (a). Internal requirement for
CBA or CEA

CBA: no
CEA: no

NA N

3 (b). External requirement for
CBA or CEA

CBA: no
CEA: no

Just necessity to evaluate>costs of any
new regulation= - in practice, however,
just administrative and>direct= costs are
covered; costs and benefits at the level of
national economy, including external
benefits and external costs, are not
covered.

NA N
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Use of CBA and CEA in Austria

Category Federal Ministry of Environment,
Youth and Family

Federal Ministry for Economic Affairs,
Trade and Industry Department

F

4. Co-ordination of CBA and
CEA across departments and
agencies

CBA: no
CEA: no

NA N

5 (a). Guidance documents for
CBAs or CEAs

CBA: no
CEA: no

No, just how to evaluate new regulatory
acts in the sense of description under
category 3(b).

NA N

5 (b). Training for civil
servants undertaking
CBAs or CEAs

CBA: no
CEA: no

NA N

6 (a). Use of CBA and CEA
for long-term strategic
planning

CBA: yes
CEA: not sure

Χ measure for traffic reduction
Χ hydropower station versus national

park: was an up-to-date decision, used
long-term planning

Χ CBA: biomassΑlong distance heating≅
Β growing indication for subsidising
projects

NA N

6 (b). Use of CBA and CEA
for general policy and
management appraisal

CBA: no
CEA: no

NA N

6 (c). Use of CBA or CEA in
standard setting

CBA: not sure
CEA: not sure

NA N

6 (d). Other uses of CBA or
CEA

CBA: not sure
CEA: not sure

NA N

7. Policy areas using CEA and
CBA

CBA: some
CEA: some

Χ national parks covered
Χ traffic planning covered
Χ most standard-setting regulations not

covered

NA N

8. Timing of CBAs and CEAs in
the decision making process

CBA: when an issue is first identified
CEA: NA

NA N

9. Implemented option is the
preferred option from the
CBA or CEA

CBA: rarely
CEA: rarely

NA N
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Use of CBA and CEA in Austria

Category Federal Ministry of Environment,
Youth and Family

Federal Ministry for Economic Affairs,
Trade and Industry Department

F

10. Cancellation or
amendment of
proposed/intended policy
measures or legislation
by CBAs or CBAs

CBA: sometimes
CEA: sometimes

NA N

11. Peer review of CBAs and
CEAs before use by
decision-makers

CBA: not sure
CEA: not sure

NA N

12. Ex-post evaluations of
CEAs and CBAs

CBA: not sure
CEA: not sure

NA N
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Use of CBA and CEA in Austria

Category Federal Ministry of Environment,
Youth and Family

Federal Ministry for Economic Affairs,
Trade and Industry Department

F

13 (a). Specification of skills
required by the team
undertaking the CBA or
CEA

CBA: no
CEA: no

NA N

13 (b). Body undertaking
assessments

CBA: external consultants
CEA: external consultants

NA N

14 (a). Stakeholders involved in
the process

CBA: other departments and agencies
environmental organisations

For example, the Ministry for Transport
and environmental NGOs

NA N

14 (b). Formal mechanism for
stakeholder involvement

CBA: no
CEA: no

NA N

14 (c). Steps taken to encourage
stakeholder involvement

CBA: not sure
CEA: not sure

NA N
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Use of CBA and CEA in Austria

Category Federal Ministry of Environment,
Youth and Family

Federal Ministry for Economic Affairs,
Trade and Industry Department

F

15. Additional comments None Principles like BATNEEC or ALARA are
not elements of the Austrian
environmental policy. The>state of the
art= definition does not explicitly include
cost calculations. However, the possible
environmental costs are estimated in
common, but there is no calculation of
benefits carried out (neither monetary nor
qualitative/descriptive). The objectives
are set at the political level in broad terms,
the detailed measures are found out by
survey of the industry situation and
comparison with other countries. There is
only a vague obligation which says that the
environmental activity has to be
Αproportional≅. This is a simple common
sense judgement that the expected costs
must not exceed extremely the benefits in
very broad terms.
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ANNEX 3

BELGIUM
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This Annex presents responses from:

Federal Department of the Environment

The Environment, Nature, Land and Water Management Administration for
the Flemish Region;

Federal Ministry of Finance; and

Federal Planning Bureau.

With respect to other government departments:

the Federal Ministry of Economic Affairs has indicated that since the State
Reform of 1993, environmental and economic policies have primarily come
within regional jurisdiction. Therefore, questions concerning CBA and CEA
can best be answered by the various competent regional bodies:

AMINAL and Openbare Afvalstoffenmaatschappij voor het Vlaamse
gewest (OVAM - The Flemish Public Waste Agency) for the Flemish
Region. Responses from AMINAL are presented in this Annex,
while OVAM has indicated that it can provide no useful information;

Institut Bruxellois pour la Gestion de l’Environnement (Brussels
Institute for the Management of the Environment) for the Brussels
Region; and

Direction Generale des Ressources Naturelles et de l’Environnement
(General Management of Natural and Environmental Resources) for
the Walloon Region (which was contacted directly).

the Ministere des Affaires Sociales de la Sante Publique et de
l’Environnement has copied questions to a number of departments including
all of those mentioned in the previous bullet as well as: Walloon Region
(Water Taxes and industrial Sectors), Cabinet Di Rupo, Belgian Eco-taxes
Commission, National Statistical Institute, Foreign Affairs, Federal Ministry
of Agriculture and the Federal Ministry of Transportation; and

responses from the Flemish Environmental Agency were forwarded to
AMINAL for incorporation into their response.



Risk & Policy Analysts

A4-140



Risk & Policy Analysts

A4-141

BA and CEA in Belgium
f 2 Category

Federal Department of the Environment The Environment, Nature, Land and Wa
Management Administration

olicy areas covered
nistry

Responsibility for the use and placing on the market of
products and for non-agricultural dangerous substances.
In addition, the Ministry has some responsibility for the
control of water pollution

AMINAL is part of the Environment and Infra
Department, one of seven Departments of theM
of the Flemish Community. AMINAL compri
divisions pivotal in policy planning (the Direct
General, the General Environment and Nature
Division and the Europe and Environment Div
divisions that have been assigned specialised ta
(Environmental Inspection, Environmental Lic
Water Management, Nature Policy, Land Man
and Forest and Green Spaces Policy)

reas of shared
ility

Responsibility for all areas other than restrictions on
marketing and use are devolved to the regions (see
AMINAL for example)

Responsibilities overlap with: (i) The Flemish
Waste Agency (OVAM) - waste and contamin
soils; (ii) The Flemish Environmental Agency
water pollution; (iii) The Flemish Land Agenc
use, land sectioning and agricultural matters; (i
Flemish Water Supply Agency - production an
distribution of drinking water; (v) the Environ
Nature Council of Flanders - all matters relatin
environment and nature conservation; and (vi)
Flemish Environmental Holding Company -
environmental investment and public utilitiesr
the environment including drinking water
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BA and CEA in Belgium
f 2 Category

Federal Department of the Environment The Environment, Nature, Land and Wa
Management Administration

used in policy
nd the legislative

CBA and CEA are not used by the Belgian Federal
Department of the Environment (but see response from
the Ministry of Finance).

In the future, CBA/CEA will be used in the framework
of Regulation 793/93 where risk reduction measures
include restrictions on marketing and use (i.e. the
advantages and disadvantages of marketing and use
restrictions will be assessed using the approach set out
in Technical Guidance for the Development of Risk
Reduction Strategies).

At present, very simple analyses are sometimes used in
performing duties, for example in identifying ‘best
available technology’ (BAT) and setting standards for
emissions to water. (In a study of emissions from fruit
and vegetable processors, BAT was identified from
consideration of technical requirements and changes in
capital and operating costs. Benefits included reduced
operating costs and reductions in sludge production)

It is reported that CBA and CEA are not usedb
AMINAL. However, information was provide
integrated knowledge and information system’
used to model the impacts of policy. The syste
models for six effects (environmental, socio-ec
energy, raw material, emission and immission,
technological information) and it is reported th
environmental cost model (in association with
models) can be used to calculate the cost-effec
of environmental policy (the response to Quest
provides information on the incorporation of
environmental effects into the system)

(The Flemish Environmental Agency does use
integral water policy. CEA is used to adjust po
when applying new technologies and performa
budgeting)

dditional
s

None In assessing the impacts of policies, the Steerin
Definitions and Methods (SDM) defines the ex
meaning of environmental costs, the kinds ofm
that give rise to environmental costs and the ca
of costs that can be distinguished. A model (M
used to: calculate the costs of environmentalm
provide a global overview of these costs; anda
costs to sectors and/or target groups. The mod
also be able to evaluate investment policy to id
additional steps which need to be take to meet
objectives. The cost calculations in the MKM
limited to first order effects (i.e. quantifiable,
allocatable costs that are made directly by thos
implementing environmental measures). Seco
socio-economic effects (such as changes in sal
employment) are not estimated by the MKM

BA and CEA in Belgium
of 2 Category

Federal Ministry of Finance Federal Planning Bureau
olicy areas covered No response given Responsibilities with respect to the environme
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nistry sustainable development: (i) structural analysi
medium- and long-term in the environmentalf
any other form of policy assessment of socio-e
and environmental policy at the Federal level;
environmental satellite accounting; and (iv)
responsibilities with respect to federal report a
on sustainable development

reas of shared
ility

No response given No response given

ools used in policy
nd the legislative

The Ministry of Finance does not use CBA or CEA.

CBA and CEA are used by the “Environment
Department” when proposing environmental taxes.
These proposals are then considered by the Ministry of
Finance which examines taxes in terms of feasibility,
collectability and revenues.

Belgium has legislation concerning ‘eco-taxes’ on a
range of consumer items from cameras to pesticides.
Tax proposals are considered by the Follow-Up
Commission on Eco-Taxes which gives explicit
consideration to social and economic consequences.

Taxation is also an issue for the Federal Planning
Bureau which considered the EU’s proposal for a
carbon dioxide tax

The financial implications for the federal budg
legislative initiatives are assessed at the levelo
federal state. Also, federal advisory bodies ma
advice on draft legislation which may on a volu
basis contain elements of CBA or CEA. As ye
however, there are no formal requirements at th
level for CBA or CEA of environmental or oth
legislation. Since these instruments provide si
potential to integrate environmental and sustain
aspects into the policy process, their future use
not be excluded

dditional
s

None None
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ANNEX 4

CANADA
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This Annex presents national-level responses from:

Environment Canada, Regulatory and Economic Assessment Branch;

Canadian Food Inspection Agency;

Health Canada:

(a) Environmental Health Directorate, Bureau of Chemical Hazards,
Environmental Substances Division;

(b) Environmental Health Directorate, Office of Tobacco Control;

(c) Radiation Protection Bureau, Consumer & Clinical Radiation Hazards
Division, X-Ray Section; and

(d) Product Safety Bureau.

It also includes provincial-level responses from:

Ontario Ministry of Environment/Energy, Science & Technology (Economic
Services Branch);

Saskatchewan Environment and Resource Management; and

Newfoundland and Labrador Department of Environment and Labour.
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Use of CBA and CEA in Canada
Table 1 of 4

Category Environment Canada
(Regulatory & Economic Issues

Directorate)

Canadian Food Inspection
Agency

1 (a). Policy areas
covered by the
Ministry

Overall, Environment Canada has
responsibility for the protection of
human health and the environment
under the Canadian Environmental
Protection Act (CEPA).

The specific focus of work in our
part of the organization is to assess
the socio-economic (S-E) impacts
of policies and programs.

Χ Standard setting for animal and
plant health, seed, feed and
fertiliser.

Χ Inspection of food, fish and
disease surveillance in animal
and plants.

Χ Laboratory analyses for disease
surveillance and import/export
certification.

H
d
o
a
m
p
o
n
a
h

1 (b). Areas of shared
responsibility

Shared responsibility with Health
Canada for human health issues
related to environmental protection
under CEPA.

Shared with Health Canada
responsibility for food standard
setting.

T
r
th
P
th
r
a
a
D
r
o
f
to
in
s
f
o
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Use of CBA and CEA in Canada
Table 1 of 4

Category Environment Canada
(Regulatory & Economic Issues

Directorate)

Canadian Food Inspection
Agency

2. Tools used in policy
making and the
legislative process.

Χ CBA
Χ CEA

Not sure whether the following are
used:
Χ Checklists
Χ Simple scoring and weighting

techniques
Χ MCA
Χ Trend analysis

Χ CBA
Χ Checklists
Χ Trend analysis

Χ
Χ
Χ
Χ

Χ

3 (a). Internal requirement
for CBA or CEA

CBA: no
CEA: no

CBA: yes
CEA: no

Regulatory assessment proposal

C
C

W
T
in
(
G
f

3 (b). External requirement
for CBA or CEA

CBA: yes
CEA: no

Federal government policy requires
an assessment of costs and benefits,
but does not mandate specifically
the use of these tools (Treasury
Board guidelines).

The 2 major documents are
>Benefit Cost Guide= and
>Regulatory Policy=. The other
documents of use are the
>Regulatory Process Management
Standards= (Treasury Board
Secretariat) and the>Guide for
Regulatory Impact Analysis=.

CBA: yes
CEA: not sure

Χ Treasury Board=s ΑAssessing
Regulatory Alternatives≅

Χ Business impact test

C
C

T
1
G

4. Co-ordination of
CBA and CEA

CBA: yes
CEA: yes

CBA: yes
CEA: not sure

C
C
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Use of CBA and CEA in Canada
Table 1 of 4

Category Environment Canada
(Regulatory & Economic Issues

Directorate)

Canadian Food Inspection
Agency

across departments
and agencies Environment Canada works

together with other federal
departments in the analytical tools
it uses for programs and policies.
This is not required, but solely
good operating practice.

The federal government is
considering establishing an
interdepartmental working group to
review techniques for consistency
purposes, as well as to share
information.

Treasury Board Secretariat sets out
standards that federal government
bodies have to abide by.

T
P
p
in
a
D
(
s
a
T
o
d
o

5 (a). Guidance documents
for CBAs or CEAs

CBA: yes
CEA: yes

Χ RIAS Writers Guide
Χ Benefit Cost Analysis Guide

CBA: yes
CEA: not sure

Cost-benefit for regulations.

C
C
Χ
Χ
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Use of CBA and CEA in Canada
Table 1 of 4

Category Environment Canada
(Regulatory & Economic Issues

Directorate)

Canadian Food Inspection
Agency

5 (b). Training for civil
servants undertaking
CBAs or CEAs

CBA: yes
CEA: yes
Courses have been offered by the
Treasury Board Secretariat on the
use of CBA. Environment Canada
also has undertaken a course on
CBA for technical (engineering,
scientific) staff. At a minimum,
these courses provided more insight
to the use of CBA.

CBA: yes
CEA: not sure
Cost-benefit courses tailored to
regulatory work.

C
C

T
o
a

6 (a). Use of CBA and
CEA for long-term
strategic planning

CBA: no
CEA: no

Respondent does not believe this is
the case - CBA and CEA are tools
used in specific program and policy
areas, not to plan priorities that are
long-term in nature.

CBA: not sure
CEA: not sure

C
C

6 (b). Use of CBA and
CEA for general
policy and
management
appraisal

CBA: yes
CEA: yes

Regulations, other policy tools such
as economic instruments, voluntary
initiatives. Sometimes, these tools
are used to assess impacts on
specific policies (e.g. national
strategy for acidifying emissions).

CBA: yes
CEA: yes

Disease surveillance programs=
evaluationΑInspection Delivery of
Services≅

C
C

B
th
N
E
b
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Use of CBA and CEA in Canada
Table 1 of 4

Category Environment Canada
(Regulatory & Economic Issues

Directorate)

Canadian Food Inspection
Agency

6 (c). Use of CBA or CEA
in standard setting

CBA: yes
CEA: yes

Examples include regulatory
impact analysis, as well as setting
of ambient air quality standards.

CBA: yes
CEA: yes

Most new regulatory work.

C
C

E
r
C
to
r
m
C
o

6 (d). Other uses of CBA
or CEA

CBA: no
CEA: no

Not really.

CBA: not sure
CEA: not sure

P
th

7. Policy areas using
CEA and CBA

CBA: some
CEA: some

Economic analysis is still not given
Αtop billing≅ when developing
policy and programs. When
developing regulations, there is a
policy requirement to assess costs
and benefits, but not anywhere else.
The extent of economic analysis is
also a function of resource
availability and time to carry out
analysis.

CBA: some
CEA: some

Depends on the size and
importance of issue studied and
constituency pressure.

C
C

S
H
H
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Use of CBA and CEA in Canada
Table 1 of 4

Category Environment Canada
(Regulatory & Economic Issues

Directorate)

Canadian Food Inspection
Agency

8. Timing of CBAs and
CEAs in the decision
making process

CBA: before alternatives are
identified
before preferred option is
chosen

CEA: before alternatives are
identified
before preferred option is
chosen

CBA: before preferred option is
chosen

CEA: before alternatives options
are identified

C

C

9. Implemented option
is the preferred
option from the
CBA or CEA

CBA: often
CEA: often

CBA: often
CEA: sometimes

C
C

10. Cancellation or
amendment of
proposed/intended
policy measures or
legislation by CBAs
or CBAs

CBA: not sure
CEA: not sure

They could, but would depend on
other factors including political
considerations.

CBA: no
CEA: no

As CBA and CEA are done before
decisions are taken, the legislation
is never amended.

C
C

I
R
a
S
b

11. Peer review of CBAs
and CEAs before use
by decision-makers

CBA: yes
CEA: yes

Treasury Board reviews analyses
performed in support of regulation
development. Opportunity is also
provided to stakeholders to provide
comments on the analysis. There
is, however, no peer review,
although there has been discussion
to undertake this review.

CBA: no
CEA: not sure

C
C

I
r
m
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Use of CBA and CEA in Canada
Table 1 of 4

Category Environment Canada
(Regulatory & Economic Issues

Directorate)

Canadian Food Inspection
Agency

12. Ex-post evaluations
of CEAs and CBAs

CBA: no
CEA: no

No, but this has been discussed
internally that there is substantial
value added in performing a ex-
post evaluation.

CBA: no
CEA: no

C
C

13 (a).
Specificatio

n of skills required
by the team
undertaking the
CBA or CEA

CBA: no
CEA: no

No, but it is preferential that there
is strong economic background to
staff performing CBA or CEA.

CBA: no
CEA: no

C
C

13 (b). Body
undertaking
assessments

CBA: in-house
external consultants

CEA: in-house
external consultants

Decisions on how the work will be
done will vary according to staff
availability, resources available to
hire contractors, as well as the
complexity of the issues.

CBA: in-house
external consultants

CEA: in-house
external consultants

Size of project dictates whether a
consultant needs to be hired.

C

C
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Use of CBA and CEA in Canada
Table 1 of 4

Category Environment Canada
(Regulatory & Economic Issues

Directorate)

Canadian Food Inspection
Agency

14 (a).
Stakeholder

s involved in the
process

CBA: other department and
agencies
industry
environmental organisations

CEA: other department and
agencies
industry
environmental organisations

Not sure what process is being
referred to. Economists are part of
teams that develop policies and
programs. It is essential that
economic analyses are shared and
discussed with all stakeholders.

CBA: industry
CEA: industry

C

C

14 (b). Formal
mechanism for
stakeholder
involvement

CBA: no
CEA: no

Environment Canada has a
consultation policy, but not specific
to economic analysis.

Sometimes, S-E teams are created
to undertake work. Other times,
DOE economists will do the
analysis, and seek input and review
from stakeholders.

CBA: yes
CEA: yes

Consultations with
industry/stakeholders is a
mandatory prerequisite.

C
C

I
th
th
n
m
R
f
A
th
o
Α
w
a
d
d
o
d

14 (c). Steps taken
to encourage
stakeholder
involvement

CBA: yes
CEA: yes

We encourage stakeholders to be

CBA: not sure
CEA: not sure

C
C

A
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Use of CBA and CEA in Canada
Table 1 of 4

Category Environment Canada
(Regulatory & Economic Issues

Directorate)

Canadian Food Inspection
Agency

involved in socio-economic
analysis. We welcome their
involvement at all stages of policy
development.

s
b
a
p
w
to
e
e
w

15. Additional
comments

none none n
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Use of CBA and CEA in Canada

Category Health Canada (b)
(Office of Tobacco Control)

Health Canada (c)
(Radiation)

1 (a). Policy areas
covered by the
Ministry

See response under Health Canada
(a).

Legislation dealing with
radiation-emitting devices.

T
c
s
o
th
r
w
m
H
c
c
u
c
th

1 (b). Areas of shared
responsibility

See response under Health Canada
(a).

Electron accelerators - AECB T
U
te
h
e
th
I
e
H

2. Tools used in policy
making and the
legislative process.

Χ CBA
Χ Trend analysis

Χ Regulatory Impact Assessment
(RIAs)

Χ
Χ
Χ
Χ

Χ
Χ
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Use of CBA and CEA in Canada

Category Health Canada (b)
(Office of Tobacco Control)

Health Canada (c)
(Radiation)

3 (a). Internal requirement
for CBA or CEA

CBA: yes
CEA: NA

See Treasury Board Guidelines

Regulatory Impact Assessment may
be considered equivalent, at least
partially, to CBA.

C
C

Χ

Χ

Χ

Χ

3 (b). External requirement
for CBA or CEA

CBA: yes

See Treasury Board Guidelines

NA C
C

A
3

4. Co-ordination of CBA
and CEA across
departments and
agencies

CBA: yes
CEA: NA

Lead department is the one
handling the regulation or policy.

NA N

5 (a). Guidance documents
for CBAs or CEAs

CBA: yes
CEA: no

Treasury Board Guidelines

NA C
C

S

5 (b). Training for civil
servants undertaking
CBAs or CEAs

CBA: yes
CEA: no

NA C
C
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Use of CBA and CEA in Canada

Category Health Canada (b)
(Office of Tobacco Control)

Health Canada (c)
(Radiation)

6 (a). Use of CBA and
CEA for long-term
strategic planning

CBA: no
CEA: no

NA C
C

Χ

Χ

6 (b). Use of CBA and
CEA for general
policy and
management
appraisal

CBA: yes
CEA: no

Χ Tobacco Act
Χ Tobacco regulations

NA C
C

W

6 (c). Use of CBA or CEA
in standard setting

CBA: yes
CEA: NA

Χ Tobacco regulations

NA N

6 (d). Other uses of CBA
or CEA

NA NA N

7. Policy areas using CEA
and CBA

No response given NA N

8. Timing of CBAs and
CEAs in the decision
making process

CBA: before preferred option is
chosen

NA N

9. Implemented option is
the preferred option
from the CBA or CEA

CBA: often
CEA: often

NA C
C

10. Cancellation or
amendment of
proposed/intended
policy measures or
legislation by CBAs
or CBAs

CBA: no
CEA: no

NA C
C

W

11. Peer review of CBAs
and CEAs before use
by decision-makers

CBA: no
CEA: no

NA N
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Use of CBA and CEA in Canada

Category Health Canada (b)
(Office of Tobacco Control)

Health Canada (c)
(Radiation)

12. Ex-post evaluations
of CEAs and CBAs

CBA: yes
CEA: yes

Post-implementation evaluation.

NA N

13 (a).
Specificatio

n of skills required
by the team
undertaking the
CBA or CEA

CBA: no
CEA: no

NA N

13 (b). Body
undertaking
assessments

CBA: in-house
external consultants

CEA: in-house
external consultants

On an as-needs basis.

NA C

C

W
if
in
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Use of CBA and CEA in Canada

Category Health Canada (b)
(Office of Tobacco Control)

Health Canada (c)
(Radiation)

14 (a).
Stakeholder

s involved in the
process

CBA: other departments and
agencies
industry
environmental organisations
other stakeholders

CEA: other departments and
agencies
industry
environmental organisations
other stakeholders

Public, businesses

NA C

C

14 (b). Formal
mechanism for
stakeholder
involvement

CBA: yes
CEA: yes

Stakeholders contacted formally
and informally. Submissions are
evaluated.

NA C
C

F
(
u

14 (c). Steps taken
to encourage
stakeholder
involvement

CBA: yes
CEA: yes

See above.

NA N

15. Additional
comments

NA The x-ray section generally does
not perform formal CBA or CEA.
It does the regulatory impact
assessment whenever any new
regulatory initiative is taken.

The RIAs evaluate the cost of the
initiative to industry and
government.

N

Use of CBA and CEA in Canada

Category Ontario Ministry of Environment/Energy, Science&
(Economic Services Branch)

1 (a). Policy areas (i) energy matters, particularly electricity and the future direction of OntarioH
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Use of CBA and CEA in Canada

Category Ontario Ministry of Environment/Energy, Science&
(Economic Services Branch)

covered by the
Ministry

power production and distribution monopoly); (ii) environmental protection;a

1 (b). Areas of shared
responsibility

The ESB provides economic analysis and advice on policy and program devel
Ministry and does not have responsibility for most of the issues or programsw
consultants, reviewers and evaluators but do not haveΑownership≅ of any par
only policy that ESB has some direct responsibility over is the administration
Environmental Protections Act, Financial Assurance (FA).

With respect to FA, administrative and implementation responsibility is shared
(staff in regional offices who deliver programs and enforce requirements andp
Approvals Branch (which issues approvals). ESB provides advice and guidan

2. Tools used in policy
making and the
legislative process.

Χ CBA
Χ CEA
Χ Checklists
Χ Simple scoring and weighting techniques
Χ Trend analysis
Χ Risk-benefit analysis
Χ financial impact assessment
Χ macro-economic analysis and forecasting
Χ comparative statistics
Χ input-output models
Χ complex bio-economic computer-based models

We have not used MCA as yet in any formal manner.

Between 1976 and 1994, financial assessments of 18 firms were carried out.
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Use of CBA and CEA in Canada

Category Ontario Ministry of Environment/Energy, Science&
(Economic Services Branch)

3 (a). Internal
requirement for
CBA or CEA

No, there is no formal, internal requirement by the Ministry of Environment or
all Ministry initiatives. There is a procedure in the Ministry Manual Guideline
economic analysis to situations where the Ministry has issued legal requiremen
regulations and regulated parties claim financial or economic hardship. CBA
Guidelines as well as economic impact analysis, but the Guidelines do not con
analyses are initiated only if someone complains about economic hardship.

3 (b). External
requirement for
CBA or CEA

Yes, there is a formal, written requirement government-wide to identify the be
regulatory requirements and to ensure that benefits exceed costs and that objec
lowest costs. This formal requirement is called the Regulatory Impact and Co
program initiative or regulation that requires Cabinet Approval is subject to th

4. Co-ordination of
CBA and CEA
across departments
and agencies

There is no specific, official co-ordination about CBA or CEA methods applie
However, Central Agencies (Ministry of Finance and Management Board) rev
provided in support of regulations, policy initiatives or other proposals. TheS
Commission of the government has prepared Guidelines for carrying out evalu

5 (a). Guidance
documents for
CBAs or CEAs

The province of Ontario has produced no guidance documents specifically con
has produced several studies and reports over the years which have employed
usually described the relevant methods in each report citing various relevant re
have been cited in the paperBenefit-Cost Evaluations of Air Quality Managem
Accomplished?by Donnan (1996). In these documents, it is pointed out how
to make them more amenable to environmental issues.

ESB has drafted aΑCBA Manual≅ to help determine whether or not to invest
rehabilitation of contaminated sites whose owners have disappeared or are ins

5 (b). Training for civil
servants
undertaking CBAs
or CEAs

CBA: no
CEA: no

However, ESB provides a two-day training session on economic analysis whic
requires students to carry out some exercises concerning these techniques.
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Use of CBA and CEA in Canada
Table 3 of 4

Category Ontario Ministry of Environment/Energy, Science&
(Economic Services Branch)

6 (a). Use of CBA and
CEA for long-term
strategic planning

CBA: no
CEA: no

Generally no.

6 (b). Use of CBA and
CEA for general
policy and
management
appraisal

CBA: yes
CEA: yes

Yes, but infrequently. CEA was applied extensively to help develop effluentl
industrial sectors. This application is described in a report on the pulp and pap

6 (c). Use of CBA or
CEA in standard
setting

CBA: yes
CEA: yes

Examples for environmental standards are cited in the paper by Donnan andB
the Integration of Economic Analysis in Chemical Risk Management. ESB is
Standards Development Branch to develop about 35 new or revised air quality

The Ontario Ministry of Labour has on occasion applied CEA and limited CB
workplace health and safety standards.

6 (d). Other uses of CBA
or CEA

Not sure.

7. Policy areas using
CEA and CBA

Some. Air pollution control issues, water pollution abatement, contaminateds
standard setting.

8. Timing of CBAs
and CEAs in the
decision making
process

Both after risk assessment; generally before the preferred option is chosen.
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Use of CBA and CEA in Canada
Table 3 of 4

Category Ontario Ministry of Environment/Energy, Science&
(Economic Services Branch)

9. Implemented
option is the
preferred option
from the CBA or
CEA

Sometimes.

10. Cancellation or
amendment of
proposed/intended
policy measures or
legislation by
CBAs or CBAs

Not sure.

11. Peer review of
CBAs and CEAs
before use by
decision-makers

Not to the knowledge of the respondent. However, the Ministry of Finance or
officials sometimes provide comment and feed-back on analysis prior to consi

12. Ex-post evaluations
of CEAs and CBAs

No.

13 (a). Specification of
skills required by
the team
undertaking the
CBA or CEA

Only insofar as knowledge and experience with CBA and CEA are included in
Otherwise, ESB draws the necessary skill sets (e.g. engineering, toxicology an
available MOE/MEST staff.

13 (b). Body undertaking
assessments

Assessments are carried out by ESB staff and colleagues from other Branches
consultants have been commissioned to carry out these assessments. Consulta
important, when credibility and source of results seem to be important and wh

14 (a). Stakeholders
involved in the
process

Industry and other government ministries are generally consulted in the course
obtain data and input information. Specialists from universities and consultin
contacted or contracted as well. Environmental organisations are seldom invo
MISA program was an exception. See next item.
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Use of CBA and CEA in Canada
Table 3 of 4

Category Ontario Ministry of Environment/Energy, Science&
(Economic Services Branch)

14 (b). Formal mechanism
for stakeholder
involvement

The Ministry has a policy of extensive consultation for any major initiative. If
CEA, then stakeholders may be involved in the initial steps of the analyses. In
Industrial Strategy for Abatement (MISA) - a major industrial water pollution
public advisory board representatives participated in the development of meth
was agreement with the result (although not necessarily with the interpretation

14 (c). Steps taken to
encourage
stakeholder
involvement

Yes. Presentations are made to consultation meetings; draft reports are circula
intervener funding was available.

15. Additional
comments

CBA and CEA, along with abatement cost functions, are fundamental tools fo
issues and ESB use them frequently.
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Use of CBA and CEA in Canada
Table 4 of 4

Category Saskatchewan Environment and Resource
Management

Newfoundland an
Environ

1 (a). Policy areas
covered by the
Ministry

(i) environmental protection (air, land and water; (ii)
wildlife; (iii) fish; (iv) parks; and (v) forestry

NA

1 (b). Areas of shared
responsibility

land: Saskatchewan Energy and Mines
water: Saskatchewan Water Corporation
land fills: municipal governments
migratory birds: Environment Canada

NA

2. Tools used in
policy making and
the legislative
process.

CBA and CEA are not used on a regular basis to
guide decisions. While the Department has long
considered the use of CBA, CEA and other valuation
techniques to make environmental decisions, in
practice decisions are made based on biological
science and extensive public involvement. Co-
management is seen as the best way to maximise
social welfare.

There is little or no us
systematic way within
Newfoundland and La
government has been
requiring anΑeconom
regulations on the eco
requirement and them
been standardised. Su
conducted by an agen
Ministry. The Depart
Labour has no econom

15. Additional
comments

NA NA
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ANNEX 5

DENMARK
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This Annex presents responses from:

Ministry of Environment and Energy; and

Ministry of Taxation.

Responses were requested but not received from:

European Environment Agency.
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Use of CBA and CEA in Denmark

Category Ministry of Environment and Energy Mi n

1 (a). Policy areas
covered by the
Ministry

The Ministry of Environment and Energy administers
environmental legislation and prevents and combats
the pollution of water, soil and air in Denmark. The
Agency=s activities include: (i) regulation of air,
noise and odour pollution and the discharge of
wastewater by industry; (ii) classification and
labelling of hazardous chemicals and approval of
pesticides; (iii) implementation of subsidy schemes to
promote environmentally sound technology; (iv)
approval of genetically modified organisms; (v)
protection of air, water and the soil; (vi) and the goal
of reducing the environmental burden of transport

The Ministry of Tax
and implementation
decided by the Danis

1 (b). Areas of shared
responsibility

The legislative framework is the Environmental
Protection Act which aims to decentralise. There are
three levels of inspection authorities: counties,
municipalities and the Agency. The counties are the
designated authority for some facilities (such as iron
and steel works) and for some aspects of water quality
and waste deposits. The municipalities are the
designated authority for the agricultural sector and for
some tasks relating to sewers, treatment plants, water
works and water management

The Ministry of Tax
Affairs, the Ministry
Environment and En
and the Ministry ofF
partners in drawing

2. Tools used in
policy making and
the legislative
process.

CEA
Checklists
Simple scoring and weighting techniques

CEA and simple scoring and weighting techniques are
used only occasionally. CBA and MCA are not used.
The respondent is unsure whether trend analysis is
used

CEA
Checklists
Simple scoring andw

CEA and simple sco
used only occasional
and other tools aren

3 (a). Internal
requirement for
CBA or CEA

CBA: no
CEA: no

CBA: no
CEA: no

3 (b). External
requirement for
CBA or CEA

CBA: no
CEA: no

CBA: no
CEA: no
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Use of CBA and CEA in Denmark

Category Ministry of Environment and Energy Mi n

4. Co-ordination of
CBA and CEA
across departments
and agencies

CBA: no
CEA: no

CBA: no
CEA: no

5 (a). Guidance
documents for
CBAs or CEAs

CBA: NA
CEA: yes

The Danish EPA have in co-operation with the forest
and landscape agency launched a project which is
aimed at improving the present situation in relation to
the use of evaluation methods. The project will try to
develop a methodology for evaluation of new
environmental initiatives, primarily in relation to
smaller well-defined projects. A draft manual for
project evaluation has been prepared and a number of
pilot projects have been identified, e.g. regulation of
chemicals, pesticides, waste and landscape restoration.
The intention is that the project should be completed
with a user-manual with concrete examples from pilot
projects. The manual should be used in relation to
new (bigger) initiatives, and should be used by
employees in the ministry as well as consultants.

CBA: no
CEA: no

5 (b). Training for civil
servants
undertaking CBAs
or CEAs

CBA: NA
CEA: yes

In relation to the above-mentioned method for
evaluation of new initiatives there should be a
>learning by doing process= which as a first step
includes employees working with pilot projects. At a
later stage the plan is to introduce the method to a
larger number of employees

CBA: no
CEA: no

6 (a). Use of CBA and
CEA for long-term
strategic planning

CBA: NA
CEA: yes
Occasionally, for example the action plan for solid
waste

CBA: no
CEA: no

6 (b). Use of CBA and
CEA for general
policy and
management
appraisal

CBA: NA
CEA: yes

Occasionally

CBA: no
CEA: yes

For example, the env
CEA-type analysesi
instruments. Typica
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Use of CBA and CEA in Denmark

Category Ministry of Environment and Energy Mi n

formalised analyses,
out on anad hocbas

6 (c). Use of CBA or
CEA in standard
setting

CBA: NA
CEA: not sure

CBA: no
CEA: no

6 (d). Other uses of CBA
or CEA

CBA: NA
CEA: no response given

In some other departments CBAs are used mainly on
anad hocbasis. More regularly, however, they are
used in relation to major traffic investments

No response given

7. Policy areas using
CEA and CBA

CBA: NA
CEA: no response given

In principle to all policy areas but as mentioned only
occasionally

CBA: not sure
CEA: some

8. Timing of CBAs
and CEAs in the
decision making
process

CBA: NA
CEA: before preferred option is chosen

CBA: NA
CEA: when an issue

alternative opt
option is chos
adopted

9. Implemented option
is the preferred
option from the
CBA or CEA

CBA: NA
CEA: no response given

CBA: rarely
CEA: sometimes
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Use of CBA and CEA in Denmark

Category Ministry of Environment and Energy Mi n

10. Cancellation or
amendment of
proposed/intended
policy measures or
legislation by CBAs
or CBAs

CBA: NA
CEA: sometimes

CBA: NA
CEA: sometimes

Examples from legis
effects are balanced
changes in legislatio

11. Peer review of
CBAs and CEAs
before use by
decision-makers

CBA: no
CEA: no

CBA: no
CEA: no

12. Ex-post evaluations
of CEAs and CBAs

CBA: no
CEA: no

CBA: NA
CEA: yes

In some cases, legisl
environmental spher
and evaluation, inclu

13 (a).
Specificatio

n of skills required
by the team
undertaking the
CBA or CEA

CBA: no
CEA: no

CBA: no
CEA: no

13 (b). Body
undertaking
assessments

CBA: NA
CEA: in-house, external consultants

CBA: NA
CEA: in-house, exte

When(ever) Ministry
the areas of operatio
these are consulted

14 (a).
Stakeholder

s involved in the
process

CBA: NA
CEA: no response given

Stakeholders have been involved in some of the CEAs,
e.g. industry and other departments and agencies

CBA: NA
CEA: other departm

14 (b). Formal
mechanism for
stakeholder
involvement

CBA: NA
CEA: no

CBA: no
CEA: no

14 (c). Steps taken
to encourage

CBA: NA
CEA: no

CBA: no
CEA: no
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Use of CBA and CEA in Denmark

Category Ministry of Environment and Energy Mi n

stakeholder
involvement

15. Additional
comments

Denmark is currently developing general equilibrium
models for the Danish economy which will enable us
to carry out economic and environmental analyses on a
very dis-aggregated level

None
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ANNEX 6

FINLAND
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A6-177

This Annex presents responses from:

the Ministry of the Environment; and

the Ministry of Finance.

Discussions with the Ministry of Finance have indicated that CBA/CEA is used
by:

the Ministry of Labour, and in particular the Health and Safety Executive.

Responses were requested but not received from:

National Product Control Agency for Welfare and Health; and

the Ministry of Trade and Industry.
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Use of CBA and CEA in Finland

Category Ministry of the Environment Mi n

1 (a). Policy areas
covered by the
Ministry

The Ministry of the Environment is responsible for
environmental protection, land-use, housing and
building, and international affairs.

The response was prepared by the Environmental
Protection Department

No response given

1 (b). Areas of shared
responsibility

Environment protection also falls in the remit of the
Regional Environment Centres and the Finnish
Environment Institute

No response given

2. Tools used in
policy making and
the legislative
process.

CEA
Checklists
Simple scoring and weighting
Trend analysis

CBA is not used. The respondent is not sure whether
MCA is used

In general terms, CB
government in anyp
Finnish policies onR
are weak, the Minist
these policies. To th
guidelines on the RI
to have adopted this
these guidelines, how
CBA/CEA, and thes

The Ministry of theE
but not using CBA/C
Affairs & Health and
both used what they
looks at impacts from
contrast, the Ministr
Health and Safety Ex

3 (a). Internal
requirement for
CBA or CEA

CBA: no
CEA: no

NA

3 (b). External
requirement for
CBA or CEA

CBA: no
CEA: no

NA
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Use of CBA and CEA in Finland

Category Ministry of the Environment Mi n

4. Co-ordination of
CBA and CEA
across departments
and agencies

CBA: no
CEA: no

NA

5 (a). Guidance
documents for
CBAs or CEAs

CBA: no
CEA: no

NA

5 (b). Training for civil
servants
undertaking CBAs
or CEAs

CBA: not sure
CEA: not sure

There is some training for interested civil servants.
Training only occursΑaccidentally≅ - there are no
systematic training opportunities

NA

6 (a). Use of CBA and
CEA for long-term
strategic planning

CBA: yes
CEA: no

For CEA, the sulphur emissions trading programme
for example

NA

6 (b). Use of CBA and
CEA for general
policy and
management
appraisal

CBA: no
CEA: no

NA

6 (c). Use of CBA or
CEA in standard
setting

CBA: no
CEA: yes

CEA is used for the setting of environmental quality,
for example the sulphur emissions trading programme

NA

6 (d). Other uses of CBA
or CEA

CBA: not sure
CEA: not sure

NA
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Use of CBA and CEA in Finland

Category Ministry of the Environment Mi n

7. Policy areas using
CEA and CBA

CBA: not sure
CEA: some

For CEA, the sulphur emissions trading programme
for example

NA

8. Timing of CBAs
and CEAs in the
decision making
process

CBA: NA
CEA: before chosen option is identified

NA

9. Implemented
option is the
preferred option
from the CBA or
CEA

CBA: rarely NA

10. Cancellation or
amendment of
proposed/intended
policy measures or
legislation by
CBAs or CBAs

CBA: no
CEA: no

NA

11. Peer review of
CBAs and CEAs
before use by
decision-makers

CBA: no
CEA: no

NA

12. Ex-post evaluations
of CEAs and CBAs

CBA: no
CEA: no

NA

13 (a). Specification of
skills required by
the team
undertaking the
CBA or CEA

CBA: no
CEA: no

NA
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Use of CBA and CEA in Finland

Category Ministry of the Environment Mi n

13 (b). Body undertaking
assessments

CBA: NA
CEA: in-house, special units in other departments, and

external consultants

For CEA, decisions are made on a case-by-case basis.
There are no specific criteria

NA

14 (a).
Stakeholder

s involved in the
process

CBA: NA
CEA: other departments and agencies, industry,

environmental organisations

NA

14 (b). Formal
mechanism for
stakeholder
involvement

CBA: no
CEA: no

NA

14 (c). Steps taken
to encourage
stakeholder
involvement

CBA: not sure
CEA: not sure

NA

15. Additional
comments

None None
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ANNEX 7

FRANCE
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This Annex presents responses from:

Ministère de l’Economic et des Finances; and

the Ministère de l’Industrie.

Responses were requested but not received from:

Ministère de l’Environnèment; and

Ministère au Travail.
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Use of CBA and CEA in France

Category Ministry of Economic and Finances Min

1 (a). Policy areas
covered by the
Ministry

Economic analysis: agriculture; and environment No response

1 (b). Areas of shared
responsibility

Ministry of Agriculture
Ministry of Environment

No response

2. Tools used in
policy making and
the legislative
process

CBA
CEA

None of the decision
questionnaire are use
chemical regulations
options are assessed
categories including
and employment

3 (a). Internal
requirement for
CBA or CEA

CBA: yes
CEA: yes

NA

3 (b). External
requirement for
CBA or CEA

CBA: no
CEA: no

NA

4. Co-ordination of
CBA and CEA
across departments
and agencies

CBA: no
CEA: no

NA

5 (a). Guidance
documents for
CBAs or CEAs

CBA: yes
CEA: yes

NA

5 (b). Training for civil
servants
undertaking CBAs
or CEAs

CBA: no
CEA: no

NA

6 (a). Use of CBA and
CEA for long-term
strategic planning

CBA: yes
CEA: yes

CBA used for public investments. CEA used for
climate change for example

NA

6 (b). Use of CBA and
CEA for general
policy and
management

CBA: not sure
CEA: not sure

NA
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Use of CBA and CEA in France

Category Ministry of Economic and Finances Min

appraisal

6 (c). Use of CBA or
CEA in standard
setting

CBA: not sure
CEA: not sure

NA

6 (d). Other uses of CBA
or CEA

No response given NA

7. Policy areas using
CEA and CBA

CBA: some
CEA: all

NA

8. Timing of CBAs
and CEAs in the
decision making
process

No response given NA

9. Implemented
option is the
preferred option
from the CBA or
CEA

CBA: rarely
CEA: rarely

NA

10. Cancellation or
amendment of
proposed/intended
policy measures or
legislation by
CBAs or CBAs

CBA: sometimes
CEA: sometimes

NA

11. Peer review of
CBAs and CEAs
before use by
decision-makers

CBA: not sure
CEA: not sure

NA

12. Ex-post evaluations
of CEAs and CBAs

CBA: no
CEA: no

NA
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Use of CBA and CEA in France

Category Ministry of Economic and Finances Min

13 (a). Specification of
skills required by
the team
undertaking the
CBA or CEA

CBA: yes
CEA: yes

Economists

NA

13 (b). Body
undertaking
assessments

CBA: in-house, special units in other departments and
external consultants

CEA: in-house, special units in other departments and
external consultants

No criteria butad-hocdecisions

NA

14 (a).
Stakeholder

s involved in the
process

No response given NA

14 (b). Formal
mechanism for
stakeholder
involvement

No response given NA

14 (c). Steps taken
to encourage
stakeholder
involvement

No response given NA

15. Additional
comments

None NA
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ANNEX 8

GERMANY
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This Annex presents the response from:

Federal Institute for Consumer Health Protection and Veterinary Medicine;
and

Federal Ministry for the Environment, Nature Protection and Nuclear Safety.

Responses were requested but not received from:

Federal Ministry of Finance; and

Ministry of Labour.
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Use of CBA and CEA in Germany

Category Federal Institute for Consumer Health Protection
and Veterinary Medicine

Federal Ministry f
Conservatio

1 (a). Policy areas
covered by the
Ministry

No response given The main task of theM
legal framework recon
with ecological protec
population from adve

1 (b). Areas of shared
responsibility

No response given Responsibility for env
with other department
that environmental po
based on the interests
finance, agriculture et
also aims to achieveh
ministries concerned.

2. Tools used in
policy making and
the legislative
process.

For existing chemicals, the German government does
not use economic evaluation when deciding about
consumer health protection at a national level. This
may also be true for pesticides.

For existing chemicals, Germany has a long-term
plan. At present, a product data bank is being
established. The intention of this is to give a clearer
picture of consumer exposure to existing chemicals.
Once this is done, the use of socio-economic analysis
(SEA) in decision making will be considered.

The use of formalised
data availability, theh
gathering, and vulnera
attack. The monetari
framework of a forma
politically motivatedm
danger arises that eith
superficial and/or one
will be delayed or pre
criteria.

Policy planning measu
the participation of th
ensures that the costs
that those affected hav
attention to more cost
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Use of CBA and CEA in Germany

Category Federal Institute for Consumer Health Protection
and Veterinary Medicine

Federal Ministry f
Conservatio

15. Additional
comments

With respect to assessments at the EU level, the rules
set out in the Existing Substances Regulations are
followed. Germany has only undertaken risk
assessments to date. The next step will be risk
reduction. Risk reduction strategies developed by the
UK and the Netherlands have been reviewed.

Although the Germans have not yet moved to risk
reduction for their chemicals, they are taking part in
the EU framework. While they do not use SEA at a
national level, they have some loose national
associations which are looking at this sort of thing
(involving industry, government and academia) - but
these associations have no legal basis.

While there is a negat
it does not imply that
find application in on
factor limiting use of
Also the varying cost
be fully establishedw
political negotiationp

Instead, the public par
of CBA/CEA is indisp
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ANNEX 9

IRELAND



Risk & Policy Analysts

A9-201



Risk & Policy Analysts

A9-202

This Annex presents the response from:

Department of the Environment and Local Government

The Department of Finance was also contacted for this study, and the government decided
that the Department of the Environment and Local Government’s response would suffice
as the response for Ireland.
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Use of CBA and CEA in Ireland

Category Department of the Environment and Local Gover

1 (a). Policy areas
covered by the
Ministry

Χ environmental protection
Χ sustainable development
Χ local government
Χ roads
Χ social housing
Χ physical planning
Χ construction industry
Χ electoral system

1 (b). Areas of shared
responsibility

NA

2. Tools used in policy
making and the
legislative process.

Χ Checklists
Χ Simple scoring and weighting techniques
Χ MCA
Χ Trend analysis

15. Additional
comments

This Department does not directly carry out CBA or CEA.

Much of the Department=s activity involves responsibility for the oversight of
development, e.g. motorway schemes, public and waste water infrastructure,e

Environmental considerations are addressed in such cases by Environmental Im
quantify the potential environmental impact of a given project and give rise to
minimise environmental impact.
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ANNEX 10

ITALY
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This Annex presents the response from:

Ministero della Sanita.

Responses were requested but not received from:

Ministry of Finance.
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Use of CBA and CEA in Italy

Category Ministry of Health

1 (a). Policy areas
covered by the
Ministry

Χ prevention and safety for workers (in the firm, office, etc.)
Χ prevention and security on labour issues
Χ infectious diseases
Χ mineral waters
Χ hygiene in the work place
Χ chemical risk
Χ air pollution, environmental pollution
Χ drug addicts= problems
Χ waste

1 (b). Areas of shared
responsibility

Responsibility for hygiene and safety for workers shared with the Ministry ofL
pollution, environmental pollution and waste shared with the Ministry of Envi

2. Tools used in policy
making and the
legislative process.

The respondent indicated that none of the tools listed in the questionnaire areu

15. Additional
comments

The Ministry is working on a project to give the Regions, as well as other orga
prevention responsibility, directions on how to work in this field.
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ANNEX 11

JAPAN
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This Annex presents responses from:

the Environment Agency.
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Use of CBA and CEA in Japan

Category Environment Agency

1 (a). Policy areas
covered by the
Ministry

Planning, designing and promoting basic policies concerning environmentalp
natural environment conservation, global environmental protection) as well as
government, etc.

1 (b). Areas of shared
responsibility

Responsibilities are shared with a number of agencies: (i) National Police Ag
environmental conservation, etc.; (ii) National Land Agency - planning, desig
concerning national land utilisation, etc.; (iii) Ministry of Health and Welfare
sanitary environment, and hygiene in waste disposals, etc.; (iv) Ministry ofA
- management of national forests and authorisation of agricultural chemicals,e
Trade and Industry - research on environment conservation technology, etc. (v
measures against traffic pollution and pollution caused by aircraft noises; and
urban planning, etc.

2. Tools used in
policy making and
the legislative
process.

CEA

Environmental standards for protection of the environment are set regardlesso
environmental standards priority is given to measures which are relatively cos

The respondent is not sure whether CBA, checklists, simple scoring and weigh

3 (a). Internal
requirement for
CBA or CEA

CBA: not sure
CEA: not sure

3 (b). External
requirement for
CBA or CEA

CBA: not sure
CEA: not sure

4. Co-ordination of
CBA and CEA
across departments
and agencies

CBA: not sure
CEA: not sure

5 (a). Guidance
documents for
CBAs or CEAs

CBA: not sure
CEA: not sure

5 (b). Training for civil
servants
undertaking CBAs
or CEAs

CBA: not sure
CEA: not sure

6 (a). Use of CBA and
CEA for long-term

CBA: not sure
CEA: not sure
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Use of CBA and CEA in Japan

Category Environment Agency

strategic planning

6 (b). Use of CBA and
CEA for general
policy and
management
appraisal

CBA: not sure
CEA: not sure

6 (c). Use of CBA or
CEA in standard
setting

CBA: yes
CEA: not sure

6 (d). Other uses of CBA
or CEA

CBA: not sure
CEA: not sure

7. Policy areas using
CEA and CBA

CBA: not sure
CEA: not sure

8. Timing of CBAs
and CEAs in the
decision making
process

No response given

9. Implemented
option is the
preferred option
from the CBA or
CEA

No response given

10. Cancellation or
amendment of
proposed/intended
policy measures or
legislation by
CBAs or CBAs

CBA: not sure
CEA: not sure

11. Peer review of
CBAs and CEAs
before use by
decision-makers

CBA: not sure
CEA: not sure

12. Ex-post evaluations
of CEAs and CBAs

CBA: not sure
CEA: not sure

13 (a). Specification of
skills required by
the team

CBA: no
CEA: no
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Use of CBA and CEA in Japan

Category Environment Agency

undertaking the
CBA or CEA

13 (b). Body undertaking
assessments

No response given

14 (a). Stakeholders
involved in the
process

No response given

14 (b). Formal mechanism
for stakeholder
involvement

CBA: not sure
CEA: not sure

14 (c). Steps taken to
encourage
stakeholder
involvement

CBA: not sure
CEA: not sure

15. Additional
comments

We recognise that protecting the environment to conserve the health of the nat
lives is not a matter of monetary value. But in enforcing policies we try to pur
minimum costs. To show the relationships between environmental policy and
Environment Agency has started an investigation of synthetic environment ind
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ANNEX 12

LUXEMBOURG
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Responses were requested but not received from:

Ministère de l’Environèment; and

the State Treasury.
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ANNEX 13

NETHERLANDS
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This Annex presents responses from:

Ministry of Housing, Spatial Planning and the Environment; and

Ministry of Finance, Budget Affairs Directorate.

Responses were requested but not received from:

Ministry of Economic Affairs.
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BA and CEA in the Netherlands Table 1 of 1C
Ministry of Housing, Spatial Planning and the

Environment
Ministry of Finance

licy areas covered
nistry

Environmental policy in the areas of air
pollution/soil/noise/safety/toxic chemicals.

Standard setting and co-ordination in the areas of water
and nature conservation.

One of the tasks of the Minister if Finance is to
the budget of all ministries. The Budget Affairs
Directorate supports Minister of Finance in the
The Division is involved in: (i) budget affairs
to financial management; (ii) evaluation progr
and (iii) special training in policy analysis. Wi
to the evaluation of programmes, the BudgetA
Directorate does not undertake these evaluation
advises ministries on methodologies

eas of shared
lity

Environment is a common responsibility of at least 4
Ministries.
- Housing, Spatial Planning and Environment
- Economic Affairs
- Agriculture Fishery and Nature Conservation
- Water Management and Transport

The workfields of the Budget Affairs Directora
inter-departmental

ols used in policy
nd the legislative

CEA
Checklists
MCA
Trend Analysis

The respondent is unsure whether CBA and simple
scoring and weighting techniques are used.

CBA
CEA
Checklists
Simple scoring and weighting
MCA
Trend analysis
Score card

Although the Ministry of Finance does not alw
these techniques itself it encourages governmen
departments to do so.

In the Netherlands, MCA and scorecard metho
more often used in the ex-ante evaluation. In ge
terms CBAs are used in infrastructure program
(KBA - (Rijden) account; road pricing; congest
and CEAs in health care (KEA; breast cancer
investigation). There are also guidelines for pr
where the environmental impact is expected to
These projects must be presented with an envir
impact analysis. This is legally required
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BA and CEA in the Netherlands Table 1 of 1C
Ministry of Housing, Spatial Planning and the
Environment

Ministry of Finance

ernal requirement
or CEA

CBA: no
CEA: yes

As stipulated in the indications/rules for regulations.

CBA: no
CEA: no

ternal requirement
or CEA

CBA: no
CEA: yes

Every regulation has to give information on its effects in
terms of costs and economic, environmental and legal
aspects. However, the rules governing the development
of regulations require more of a checklist than a formal
CBA.

CBA: no
CEA: no

o-ordination of
CEA across

nts and agencies

CEA: yes

In that the Ministries of Justice/Economic Affairs/and
Environment are jointly responsible for developing
regulations.

The respondent is unsure whether CBA is used.
However, it is noted that CBA is required for the
preparation/assessment of large investment projects and
that the Ministry of Finance and Central Planning
Bureau are responsible for co-ordination in such cases.

CBA: no response given
CEA: no response given

There is not specific co-ordination of the use of
and CEA but there are guidelines for evaluation
programmes. Within a Ministry the FEZ (Fina
Economic Affairs) Division co-ordinates the ev
programmes undertaken by the policy makingd
There is control by the Budget Office of theM
Finance

uidance documents
or CEAs

CBA: no
CEA: yes

BET Checklist - checking with the economic aspects of
environmental and other regulations.

CBA: yes
CEA: yes

(i) Evaluation Methods: An Introduction, Poli
Evaluation and Implementation Department of
Ministry of Financial Affairs, fourth reprint, 19
(ii) Cabinet Position on Review of Discount Ba
1995.
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BA and CEA in the Netherlands Table 1 of 1C
Ministry of Housing, Spatial Planning and the

Environment
Ministry of Finance

aining for civil
ndertaking CBAs

CBA: no

The respondent is unsure about CEA.

Regarding the BET Checklist, there is a service point
giving general support/information etc.

Regarding economic assessments of infrastructure
investment projects, experience is concentrated at some
specialized Institutes (there being no special training of
civil servants)

CBA: yes
CEA: yes

In the special training entitled “policy analysis
servants can learn the basic principles of howt
undertake a CBA and CEA. They also learn th
usefulness of the methods in the decision-maki
process and the (im)possibilities of the method

e of CBA and
ong-term strategic

CBA: no
CEA: yes (to a certain extent)

Long term priorities are set without CEA, but the further
development of policies on each of the topics (for
instance: Climate Change, Water Management, Waste
Disposal Traffic etc.) uses CEA.

CBA: no
CEA: no

The Ministry of Finance has other tools for lon
strategic planning

e of CBA and
general policy and
ent appraisal

CBA: no
CEA: no

CBA: yes
CEA: yes

Most evaluation studies are undertaken in orde
justify new policies (high speed train Amsterda
Brussels-Paris; enlarging the national airport)o
influence the decision-making by policy-maker
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BA and CEA in the Netherlands Table 1 of 1C
Ministry of Housing, Spatial Planning and the

Environment
Ministry of Finance

e of CBA or CEA
d setting

CBA: no response given
CEA: yes

Standards are based on “state of the art” Cost-
Effectiveness is one of the elements in the preparation.

For safety matters, the possibility of using CBA was
recently considered

CBA: no
CEA: no

her uses of CBA or CBA: no response given
CEA: yes

Cost-effectiveness of environmental policies is one of
the issues in the yearly report of RIVM (National
Institute for Environmental Research) on the State of the
Environment and Evaluation of Environmental Policy
(Environmental Statement, 1997)

CBA: yes
CEA: yes

To get more budget for specific programmes

licy areas using
CBA

CBA: no response given
CEA: All (at least most of them)

Always: Air Policies/Noise/Soil/Safety Waste
Sometimes: Chemical substances

CBA: not sure
CEA: not sure

ming of CBAs and
he decision making

CBA: no response given
CEA: before alternative options are identified, before
the preferred option is chosen and before the chosen
option is adopted.

CBA: when an issue is first identified, before
alternative options are identified and before the
option is adopted
CEA: when an issue is first identified, before
alternative options are identified

plemented option
erred option from
or CEA

CBA: no response given
CEA: often/sometimes (somewhere between these two)

CBA: sometimes
CEA: sometimes
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BA and CEA in the Netherlands Table 1 of 1C
Ministry of Housing, Spatial Planning and the

Environment
Ministry of Finance

ancellation or
nt of
intended policy
or legislation by
CBAs

CBA: no response given
CEA: sometimes

Influence is bigger in the phase of a proposal when a
measure is already “intended”, it is getting difficult to
cancel it.

CBA: not sure
CEA: sometimes

For CEA, breast cancer evaluation for example

er review of CBAs
before use by

makers

CBA: no response given
CEA: yes

We have a system of Environmental Impact Assessment.
Assessment Reports have to be evaluated by an
independent council. Criteria are mainly environmental,
using multicriteria analysis but sometimes CEA is also
playing a role in it.

CBA: no
CEA: no

The procedure is not formalised. In the Ministr
experience, CBAs and CEAs are sent to themf
second opinion

-post evaluations
and CBAs

CBA: no
CEA: no

But see the RIVM report mentioned which is a more
general evaluation of the environmental policy with an
eye also on cost-effectiveness.

CBA: no
CEA: no

ecification of skills
y the team

ng the CBA or

CBA: no
CEA: no

CBA: no
CEA: no

ody undertaking
nts

CBA: no response given
CEA: in-house sometimes

external consultants mostly

Simple, but very complex (without large interests of
different ministries/groups) are undertaken in-house.

In other cases, external consultants are engaged.

CBA: special units in other departments ande
consultants
CEA: special units in other departments ande
consultants

The criteria used in team selection are knowled
personal sensibility of the subject and credibilit
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BA and CEA in the Netherlands Table 1 of 1C
Ministry of Housing, Spatial Planning and the

Environment
Ministry of Finance

akeholders
n the process

CBA: no response given
CEA: other departments and agencies, industry,
environmental organisations and other stakeholders.

There is no formal procedure.
The process is veryad hoc, depending on the specific
issue. In general, we hold an open policy making with a
lot of consultation of interest groups, also in research
projects.

CBA: no response given
CEA: no response given

It depends on the issue

rmal mechanism
older involvement

CBA: no response given
CEA: no

For EIA (see before) there is a formal procedure but this
is not exclusively oriented to CEA.

In the preparation of large investment projects, we are
used to bringing the most important stakeholders
together

CBA: no
CEA: no

eps taken to
stakeholder

ent

CBA: no response given
CEA: not sure

CBA: no
CEA: no

In the course “policy analysis”, feedback is enc
between stakeholders and evaluators

dditional comments 1. English Summary of BET

2. Recent report of RIVM (Environmental Statement
1997)

Environmental Balance: the Dutch Environment
Explained.

In this issue no explicit treatment of cost-effectiveness.
In general this report gives a good impression of the
state of the art and the methods used in policy evaluation
on a integral level, together with a policy document of
our ministry this forms the most important yearly report
to members of parliament and to the public.

None
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ANNEX 14

PORTUGAL
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Responses were requested but not received from:

Direcçau-Geral do Ambiénte; and

Ministéro do Ambiénte.
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ANNEX 15

SPAIN
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This Annex presents responses from:

Ministry of Finance, the Office for Analysis and Budgetary Planning.

Responses were requested but not received from:

Ministerió de Medió Ambienté.
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Use of CBA and CEA in Spain
Tab

le 1 of 1

Category Ministry of Finance

1 (a). Policy areas
covered by the
Ministry

(i) evaluation of infrastructure and expenditure policies; (ii) reporting to the Government=s representative
Committee for Economic Affairs; (iii) advising on environmental matters; (iv) participating in inter-
ministerial meetings concerning the above; (v) analysis of proposals for the transposition of EC Directives on
environmental matters; and (vi) support on legal aspects pertaining to environmental legislation

1 (b). Areas of shared
responsibility

All areas concerning environmental matters: legal/financial support concerning sub-sectors preferably natural
environment, natural resources and externals; and evaluation of inter-ministerial territorial analysis

2. Tools used in
policy making and
the legislative
process.

The Office for Analysis and Budgetary Planning of the Ministry of Finance does not use any of the decision-
making tools specified on the questionnaire. That said, reports are sent from the Ministry and from other
institutions that directly participate in the above evaluations; as well as studies sponsored by this Department
(for exampleCost-Benefit Analysis for the Ordesa and Monte Perdido National ParkandCO2 Emissions and
their Problems for the Community - A Method for General Estimation).

CBA, particularly in the area of environmental research, such as ecosystems; biocenocis; biocenotric
interaction, etc. offers very limited application. It follows, therefore, that CEA is of more interest. At present
we are designing a model to be applied for the use of this technique, combining financial aspects with
physical quantification. We have not finalised the discussions regarding its contents. We are at the stage of
analysing the evaluation of the statistical bases and elaborating the framework of indicators that can be
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Use of CBA and CEA in Spain
Tab

le 1 of 1

Category Ministry of Finance

selected

15. Additional
comments

None
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Use of CBA and CEA in Sweden
Tab

le 1 of 2

Category Ministry of Finance - Taxation Department National Chemicals Inspectorate

1 (a). Policy areas
covered by the
Ministry

The Ministry of Finance is responsible for the
formation of the fiscal policy for Sweden which then
is decided by the Parliament.

The taxation department deals with all policy issues
in the field of taxation

No response given

1 (b). Areas of shared
responsibility

The policy formation takes place in cooperation with
other ministries within the government office.

No response given

2. Tools used in
policy making and
the legislative
process.

None of the decision-making tools specified on the
questionnaire are used by the Ministry of Finance.

CBA or CEA is not used in a systematic way when
new environmental taxes and charges are introduced
or when changes take place in their levels. However,
Sweden has a well-developed official
research/investigation system before a new tax is
introduced, a commission will investigate and make a
proposal for how it should be constructed and its

None of the decision-making tools specified on the
questionnaire are used by KEMI.

When considering regulation, KEMI has a general
requirement to undertake an analysis of advantages
and drawbacks. Guidance in this area has not been
developed and no type of analysis is specified. There
is no requirement to quantify impacts, but industry
favours quantification.
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Use of CBA and CEA in Sweden
Tab

le 1 of 2

Category Ministry of Finance - Taxation Department National Chemicals Inspectorate

level. In this case it will be decided by the
Commission which methods should be used to
evaluate and/or determine the proposed tax. Hence,
they can chose to use CBA or CEA, but it is not a
requirement

14 (a). Stakeholders
involved in the
process

NA With respect to stakeholder involvement, there is a
need to communicate with affected parties

15. Additional
comments

None None
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Use of CBA and CEA in Sweden
Tab

le 2 of 2

Category Swedish Environmental Protection Agency Ministry of Transport and Communications

1 (a). Policy areas
covered by the
Ministry

The Swedish Environmental Protection Agency is the
central authority on issues regarding the environment
and works for an ecologically sustainable development
in Sweden and abroad. The Agency supply Parliament
and the Government with information on which to
base environmental policy decisions. The Agency also
have a role vis-à-vis sector authorities, regional and
local authorities, trade and industry and the general
public to encourage action and patterns of behaviour
compatible with a sustainable society. Three areas are
especially important: transport, agriculture and forestry
in terms of bio-diversity and industry and trade
(production, products, waste)

Transport and communications.

The Ministry consists of 80 civil servants.
Agencies are responsible for carrying out the
policies decided by government and parliament

1 (b). Areas of shared
responsibility

Yes. The Ministry of the Environment is dealing with
environmental issues. Other departments are also
involved. Other authorities dealing with
environmental issues are the National Chemicals
Inspectorate (Kemikalieinspektionen), the National
Licensing Board for Environmental Protection

The Swedish government always shares
responsibilities between ministers
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Use of CBA and CEA in Sweden
Tab

le 2 of 2

Category Swedish Environmental Protection Agency Ministry of Transport and Communications

(Koncessionsnämnden för miljöskydd), the National
Board of Housing, Building and Planning (Boverket)
and the Swedish Radiation Protection Institute
(Strålskyddinstitutet). Central government
responsibility for nature conservation and
environmental protection at regional level falls to the
county administrative boards. (länsstyrelsen) At the
local level it is the municipality (kommun) which has
responsibility for environment and public health
issues.

2. Tools used in
policy making and
the legislative
process.

CBA
CEA
Checklists: not sure
Simple Scoring and Weighting Techniques: not sure
MCA: not sure
Trend analysis: not sure
Other: yes

When the Agency are about to make a decision about a
regulation (föreskrift) or a general guideline (allmänt

CBA
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Use of CBA and CEA in Sweden
Tab

le 2 of 2

Category Swedish Environmental Protection Agency Ministry of Transport and Communications

råd) or change of such a decision it is obliged to do an
analysis of the consequences of the decision in
advance, to do an impact assessment. This is stated in
14-15 the ordinance for agencies (Verksförordningen
1987:1100) An impact assessment doesn=t have to
include a valuation of environmental costs and benefit
in money terms.

3 (a). Internal
requirement for
CBA or CEA

There is not a requirement of the Agency to use CEA
or CBA, however, the standing order (Förordning
(1988:518) med instruktion för statens naturvårdsverk)
and the yearly order (regleringsbrev) instruct to
analyse economic aspects and to make cost-effective
decisions, when providing grants, setting the budget,
and on other occasions. For now we don't have an
overview regarding this requirement.

CBA: yes
CEA: NA

3 (b). External
requirement for
CBA or CEA

All government departments have to make impact
assessments. They don't have to use either CEA nor
CBA.

CBA: no
CEA: no
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Use of CBA and CEA in Sweden
Tab

le 2 of 2

Category Swedish Environmental Protection Agency Ministry of Transport and Communications

4. Co-ordination of
CBA and CEA
across departments
and agencies

No, there is no co-ordination of the use of either CBA
nor CEA.

CBA: no
CEA: no

5 (a). Guidance
documents for
CBAs or CEAs

Yes, there are guidance documents. For CEA the
Agency has published "Beräkning av kostnader för
miljöskyddsinvesteringar" Naturvårdsverkets rapport
4704. For CBE the Ministry of Finance has published
for example "Samhällsekonomiskt beslutsunderlag -
en hjälp att fatta bättre beslut" Ds Fi 1986:2. A paper
from Riksrevisionsverket" 14 konsekvensutredning"
describes how you perform an impact assessment.
Internal papers are also being produced to make it
easier for the employees to perform impact
assessments.

CBA: yes
CEA: NA

5 (b). Training for civil Not on a regular basis and not compulsory, for either CBA: yes
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Use of CBA and CEA in Sweden
Tab

le 2 of 2

Category Swedish Environmental Protection Agency Ministry of Transport and Communications

servants
undertaking CBAs
or CEAs

CBA nor CEA. CEA: NA

The Swedish Rail Administration and the Swedish
National Road Administration train their staff in
CBA

6 (a). Use of CBA and
CEA for long-term
strategic planning

If they are used it is for long-term strategic planning.
The investigation of abatementpotentialsfor NOx

(Naturvårdsverkets rapport 4530) was done to figure
out which measures Sweden should take to achieve the
future goals for NOx reductions. It can also be used
when negotiating international conventions.

CBA: yes
CEA: NA

6 (b). Use of CBA and
CEA for general
policy and
management
appraisal

Yes, that can be a purpose. The investigation on NOx

could lead to new regulations if the government would
not otherwise reach the national goals.

CBA: yes
CEA: NA

6 (c). Use of CBA or
CEA in standard

CBA: not sure
CEA: not sure

CBA: not sure
CEA: not sure
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Use of CBA and CEA in Sweden
Tab

le 2 of 2

Category Swedish Environmental Protection Agency Ministry of Transport and Communications

setting

6 (d). Other uses of CBA
or CEA

CBA: not sure
CEA: not sure

CBA: not sure
CEA: not sure

7. Policy areas using
CEA and CBA

They should be applied in all areas. I don't know if
they are though.

CBA: some
CEA: some

(This conflicts with the response to Question (2)
indicates that CEA is not used)

8. Timing of CBAs
and CEAs in the
decision making
process

not sure - When an issue is first identified (e.g. before
a risk assessment)
not sure - Before alternative options are identified
yes: Before the preferred option is chosen
yes: Before the chosen option is adopted

CBA: before alternative options are identified,
before the preferred option is chosen, before
the chosen option is identified

CEA NA

9. Implemented option
is the preferred
option from the
CBA or CEA

Not possible to give a conclusive answer CBA: sometimes
CEA: NA
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Use of CBA and CEA in Sweden
Tab

le 2 of 2

Category Swedish Environmental Protection Agency Ministry of Transport and Communications

10. Cancellation or
amendment of
proposed/intended
policy measures or
legislation by CBAs
or CEAs

It is rare that the results of a CEA or CBA cancels
intended policy measures or legislation

CBA: not sure
CEA: NA

11. Peer review of CBAs
and CEAs before use
by decision-makers

No, there is no procedure for that CBA: not sure
CEA: not sure

12. Ex-post evaluations
of CEAs and CBAs

No, there is no procedure for that CBA: yes
CEA: NA

13 (a).
Specificatio

n of skills required
by the team
undertaking the
CBA or CEA

CBA: no
CEA: no

CBA: no
CEA: NA

13 (b). Body The work that is done on CBAs or CEAs is undertaken CBA: in-house
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Use of CBA and CEA in Sweden
Tab

le 2 of 2

Category Swedish Environmental Protection Agency Ministry of Transport and Communications

undertaking
assessments

in-house or by external consultants CEA: NA

14 (a).
Stakeholder

s involved in the
process

The stakeholders that are affected by the issue CBA: other departments and agencies
CEA: NA

CBA: the Swedish Rail Administration and the
Swedish National Road Administration

14 (b). Formal
mechanism for
stakeholder
involvement

Yes, the material are sent out for consideration to
whom it may concern

CBA: no
CEA: NA

14 (c). Steps taken
to encourage
stakeholder
involvement

CBA: no
CEA: no

CBA: no
CEA: NA

15. Additional
comments

CBAs without valuation in money terms, so called
impact assessments are done to a great extent. CEAs

None
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Use of CBA and CEA in Sweden
Tab

le 2 of 2

Category Swedish Environmental Protection Agency Ministry of Transport and Communications

are not regularly done.
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Use of CBA and CEA in the United Kingdom

Category Health and Safety Executive Ministry of Agriculture, Fisheries
and Food

HM Treasury

1 (a). Policy areas
covered by the
Ministry

Protection of workers and members
of the public from health and safety
risks arising from the work
activities

(i) to protect the public by:
promoting food safety; taking
action against diseases with
implications for human health;
planning to safeguard essential
supplies in an emergency; and
promoting action to alleviate flood
and coastal erosion (ii) to promote
and enhance the rural and marine
environment (iii) to improve the
economic performance of the
agriculture, fishing and food
industries (iv) to protect farm
animals by encouraging high
welfare standards

The Treasury has two broad remits:
(i) as ministry of finance; and (ii)
as ministry of economics. This
means formulating, and putting
into effect, the Government=s
financial and economic policy. In
addition, the department is charged
with planning and controlling
public expenditure, and seeing that
it conforms to the approved plans,
and is well managed

1 (b). Areas of shared
responsibility

Fire safety - with the Home Office There are separate agriculture
departments for Scotland, Wales
and Northern Ireland. DETR has
responsibilities in respect of

There are areas of shared
responsibility in as much as all
departments play a part in
implementing the government=s
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Use of CBA and CEA in the United Kingdom

Category Health and Safety Executive Ministry of Agriculture, Fisheries
and Food

HM Treasury

environmental protection, as has
the Environment Agency (which
also has an interface with respect to
flood and coastal defence issues).
Note also interface with the
Department of Health in respect of
food safety/hygiene, etc.

financial and economic policy

2. Tools used in
policy making and
the legislative
process.

CBA CBA
CEA
Checklists
Simple scoring and weighting
Regulatory appraisal policy
evaluation (i.e. ex-post)

CBA
CEA
Checklists
(Simple scoring and weighting -
not sure)
Trend analysis
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Use of CBA and CEA in the United Kingdom

Category Health and Safety Executive Ministry of Agriculture, Fisheries
and Food

HM Treasury

3 (a). Internal
requirement for
CBA or CEA

CBA: yes
CEA: NA

Initially specified by the Health and
Safety Commission now inPolicy
Appraisal and Evaluation.

CBA: yes
CEA: yes

In particular cases. For flood and
coastal defence proposals,
requirements are specified in
MAFF=s Flood and Coastal
Defence Policy Appraisal Guidance
Notes(new edition currently in
preparation)

CBA: yes
CEA: yes

Relevant papers are: (i)Appraisal
and Evaluation in Central
Government (the Green Book); (ii)
Policy Appraisal and Environment;
(iii) Environmental Appraisal in
Government Departments; and (iv)
A Guide to Risk Assessment and
Risk Management for
Environmental Protection

3 (b). External
requirement for
CBA or CEA

CBA: yes
CEA: NA

The forthcomingRegulatory
Appraisal Guideby the Cabinet
Office

CBA: yes
CEA: yes

The forthcomingBetter Regulation
Guide andRegulatory Appraisal
Guideby the Cabinet Office and
Policy Appraisal and Environment

CBA: yes
CEA: yes

Where appropriate, given resource
constraints, i.e. time and money,
for CBA. But CEA expected for a
range of options to meet
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Use of CBA and CEA in the United Kingdom

Category Health and Safety Executive Ministry of Agriculture, Fisheries
and Food

HM Treasury

by DETR. The Regulatory
Appraisal Guiderequires
regulatory appraisals for proposed
regulations and legislation that
impose (or reduce) costs on
businesses, charities and voluntary
organisations

environmental objectives
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Use of CBA and CEA in the United Kingdom

Category Health and Safety Executive Ministry of Agriculture, Fisheries
and Food

HM Treasury

4. Co-ordination of
CBA and CEA
across departments
and agencies

CBA: yes
CEA: NA

The Treasury provides the general
methodology inEconomic
Appraisal in Central Government
(the Green Book), Cabinet Office
provides the forthcoming
Regulatory Appraisal Guide

CBA: yes
CEA: yes

Extensive co-ordination exists in
the development of methodologies
and guidelines though individual
departments decide how these
should be applied in articular cases
(seeExperience with the Policy
Appraisal Initiative)

CBA: no
CEA: no

Not as such, but currently under
DETR review to see how
environmental appraisal across
government departments can be
improved and made more
consistent

5 (a). Guidance
documents for
CBAs or CEAs

CBA: yes
CEA: yes

The Treasury provides the general
methodology in the Green Book,
Cabinet Office provides the
forthcoming Regulatory Appraisal
Guide

CBA: yes
CEA: yes

Policy Appraisal and Environment
by DETR, MAFF=s Flood and
Coastal Defence Policy Appraisal
Guidance Notes, the Treasury
Green Book

CBA: yes
CEA: yes

SeePolicy Appraisal and
EnvironmentandEnvironmental
Appraisal in Government
Departments
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Use of CBA and CEA in the United Kingdom

Category Health and Safety Executive Ministry of Agriculture, Fisheries
and Food

HM Treasury

For specific applications, additional
guidance or protocols may be
developed

5 (b). Training for civil
servants
undertaking CBAs
or CEAs

CBA: yes
CEA: yes

The Civil Service College runs
training courses for economists and
non-economists

CBA: yes
CEA: yes

Range of training available in, for
example, option appraisal at the
Civil Service College and
elsewhere

CBA: no
CEA: no

Not on a systematic basis - options
seem limited, though officials are
encouraged to attend relevant
seminars/talks when possible
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Use of CBA and CEA in the United Kingdom

Category Health and Safety Executive Ministry of Agriculture, Fisheries
and Food

HM Treasury

6 (a). Use of CBA and
CEA for long-term
strategic planning

CBA: no
CEA: no

CBA: no
CEA: no

Not through any formal procedure
though underlying principles are
implicit in the process

CBA: no response given
CEA: yes

For example, to give indication of
desirability of potential policies to
reduce greenhouse gases

6 (b). Use of CBA and
CEA for general
policy and
management
appraisal

CBA: yes
CEA: NA

CBA=s prepared for all new
proposals for legislation including
European Directives

CBA: yes
CEA: yes

For example, disposal of marine
dredging, arable area payments,
agriculture pesticide approval and
flood and coastal defence schemes
(seeExperience with the Policy
Appraisal Initiative)

CBA: yes
CEA: yes

CBA expected for new policies, in
particular>green tax= proposal, to
indicate level of externalities and
therefore appropriate level for the
tax

6 (c). Use of CBA or
CEA in standard
setting

CBA: yes
CEA: yes

Occasionally used by industry to

CBA: not sure
CEA: not sure

CBA: yes
CEA: no response given
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Use of CBA and CEA in the United Kingdom

Category Health and Safety Executive Ministry of Agriculture, Fisheries
and Food

HM Treasury

demonstrate that particular control
measures are/are not reasonably
practicable

HSE standard practice

6 (d). Other uses of CBA
or CEA

CBA: no
CEA: no

CBA: not sure
CEA: not sure

CBA: not sure
CEA: not sure
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Use of CBA and CEA in the United Kingdom

Category Health and Safety Executive Ministry of Agriculture, Fisheries
and Food

HM Treasury

7. Policy areas using
CEA and CBA

CBA: all
CEA: NA

CBA: some
CEA: some

Formal regulatory appraisals are
required when costs of businesses,
etc. are affected by proposals.
These set out the costs and benefits
quantified as far as possible of the
proposed regulations. Other
policies are subject to appraisal
when a specific need is identified
rather than routinely in all cases

CBA: some
CEA: some

CBA not appropriate for all areas;
and not all policies have specific
targets for which CEA can be used

8. Timing of CBAs
and CEAs in the
decision making
process

CBA: before preferred option is
chosen

CBA: before preferred option is
chosen
CEA: before preferred option is
chosen

CBA: before preferred option is
adopted
CEA: before preferred option is
chosen

9. Implemented
option is the
preferred option

CBA: often
CEA: NA

CBA: often
CEA: often

CBA: no response given
CEA: often
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Use of CBA and CEA in the United Kingdom

Category Health and Safety Executive Ministry of Agriculture, Fisheries
and Food

HM Treasury

from the CBA or
CEA

Disparities are likely to arise
largely from an inability to
adequately quantify all of the
benefits and costs within an
appraisal framework

10. Cancellation or
amendment of
proposed/intended
policy measures or
legislation by
CBAs or CBAs

CBA: sometimes
CEA: NA

Negotiations over European
Directives, where issues of cost
and/or practicality can be flagged
up to amend proposals

CBA: potentially
CEA: potentially

Potentially - however, modification
far more likely than cancellation

CBA: yes
CEA: yes

Unable to give specific examples in
current policy but the design of
landfill tax was influenced by the
CSERGE externalities study
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Use of CBA and CEA in the United Kingdom

Category Health and Safety Executive Ministry of Agriculture, Fisheries
and Food

HM Treasury

11. Peer review of
CBAs and CEAs
before use by
decision-makers

CBA: no
CEA: NA

CBA: no
CBA: no

Not outside the department but
policy appraisal subject to critical
internal review as it proceeds

CBA: no
CEA: no

Because work is commissioned by
departments, officials from across
government>peer review= the
studies first= - but the results are
then made available for wider
>peer review= by publishing the
results, or letting interested parties
have an early sight of the outcome.
Either way, their views will be
taken into account

12. Ex-post evaluations
of CEAs and CBAs

CBA: yes
CEA: NA

Only for legislation expected to
have significant impacts (i.e. not
for every minor piece of

CBA: yes
CBA: yes

MAFF has a systematic programme
of policy evaluation. This employs
external researchers as these

CBA: yes
CEA: yes

As set out in documents referred to
in Question 3(a), especially
Appraisal and Evaluation in
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Use of CBA and CEA in the United Kingdom

Category Health and Safety Executive Ministry of Agriculture, Fisheries
and Food

HM Treasury

legislation). Evaluation usually
carried out by independent
researchers 2-3 years after
implementation

provide objective and detached
analyses

Central Government (the Green
Book)

But see Question 4 (co-ordination
of CAB and CEA across agencies)
noting efforts by DETR to improve
appraisal - the same applies to
evaluation

13 (a). Specification of
skills required by
the team
undertaking the
CBA or CEA

CBA: yes
CEA: NA

Those co-ordinating and drafting
CBAs must be economists

CBA: no response given
CBA: no response given

The policy appraisal process is
likely to be carried out by a number
of individuals with different skills
and levels of seniority. No formal
>qualification= is stipulated though

CBA: yes
CEA: yes

For preference, economists aided
by policy advisors and, where
appropriate, other experts, e.g.
scientists

13 (b). Body undertaking
assessments

CBA: in-house
CEA: NA

CBA: in-house
CEA: in-house

Policy appraisal is usually an

CBA: in house, external
consultants
CEA: in house, external
consultants
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internal process though external
expertise may be employed in
particular cases (e.g. CSERGE on
marine dredging). In general,
however, there is a wide range of
technical advice (e.g. scientific,
economic, agronomic) available in-
house

For primary CBA work,
consultancy contracts are released.
>Back of envelope= CBA is carried
out in-house, tapping into expert
advice where needed. The same
applies to CEA - but hard and fast
rules on which route to take to not
exist, though for a major policy
developments, e.g. a tax, a
thorough CBA must be undertaken

14 (a). Stakeholders
involved in the
process

CBA: other departments and
agencies, industry and others

CEA: NA

Preparation of the CBA usually
involves consultation with industry;
usually also with trade unions \and
any other government body with an
interest (e.g. environmental
regulators)

CBA: no response given
CBA: no response given

High level of consultation (widely
cast) generally involved in the
appraisal process to ensure
comprehensive identification and,
where possible, quantification of
costs and benefits. Locus of
consultation will depend on

CBA: other departments and
agencies, industry and
environmental organisations

CEA: other departments and
agencies, industry and
environmental organisations

As far as>open government=
allows, we try to build a policy
consensus by involving all
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The CBA forms part of a set of
documents issued for full public
consultation

specific policy area interested parties, both within and
outside government

14 (b). Formal
mechanism for
stakeholder
involvement

CBA: yes
CEA: NA

Formal consultation stage

CBA: no response given
CBA: no response given

Dependent on particular policy

CBA: yes
CEA: yes

(1) seek ministerial approval on
sensitive issues, e.g. budget related
matters, before approaching
>stakeholders=. (2) under general
principles of open government

14 (c). Steps taken
to encourage
stakeholder
involvement

CBA: yes
CEA: NA

Contacts with industry (especially
trade associations) to persuade
them to provide as much
information as possible

CBA: no response given
CBA: no response given

MAFF has a wide constituency of
disparate interest groups who are
invariably keen (and need little
encouragement) to provide input to
the policy formation process by

CBA: yes
CEA: yes

Again, on principle, their
involvement is sought from the
start of policy formulation. This is
done through the network of
contacts built-up with industry and
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The consultation process itself
provides an opportunity and
impetus for stakeholders to
comment on the CBA

providing their views on the
impacts/costs/benefits of particular
policy options

other representative bodies,
inviting them to sit on steering
groups and inter-departmental
meetings. Policy is highly unlikely
to be approved without their full
consultation
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15. Additional
comments

None Many of the above questions are
rather difficult to answer as
different approaches are required
for different policies and other
measures (e.g. different approaches
may be appropriate for policies and
regulations). In broad terms policy
appraisal follows the spirit if not
the absolute letter of a CBA/CEA
framework though in many
instances it is problematic
quantifying the benefits. This is
most obviously the case with
environmental benefits where there
is not market. In some cases
however a formal cost-benefit
approach is adopted. An obvious
example of this is in the appraisal
of flood and coastal defence
proposals.

None
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It should also be noted that many of
MAFF=s policies are determined at
an EU level and that the scope for
national discretion is rather
constrained. The extent to which
the CBA/CEA is carried out at the
supranational level is unclear.
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1 (a). Policy areas covered
by the Ministry

1. Environmental protection
2. Local and regional government
3. Housing, construction,
regeneration and countryside
4. Planning, roads and local
transport
5. Railways, aviation and shipping

Responsible for Energy, Industry
(manufacturing and services),
Science and Technology, Trade,
Competitiveness Issues, Labour
Markets, Inward Investment, Small
Firms, Competition & Consumer
Affairs and the Environment
(sponsorship of environment
technology sector and responsibility
for ensuring environmental
regulation not injurious to UK
consumers and businesses).

P
E
r
a
m
e
w
c
n
a
r
f
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li
f
p

1 (b). Areas of shared
responsibility

yes
1. Environment Agency, Royal
Commission on Environmental
Pollution, English Nature,
Countryside Commission, English
Heritage, Health and Safety
Executive.
2. Government Offices for the
Regions
3. Government Offices for the
Regions, Ministry of Agriculture,
Fisheries and Food
4. Government Office for London
5. Office of Passenger Rail
Franchising, Office of the Rail
Regulator, Civil Aviation
Authority, Highways Agency,
Coastguard Agency.

There is also share responsibility
with the Government Offices for

yes
DETR takes lead on environment
issues. Treasury on energy and
industry issues.
Treasury takes an interest, although
policy lead is with DTI.

D
p
w
a
fr
D
p
c
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three policy themes included in the
policy areas in 1(a), namely
competitiveness, regeneration, and
sustainable development.

2. Tools used in policy
making and the
legislative process.

CBA: yes
CEA: yes
Checklists: yes
Simple scoring and weighting
techniques: yes
MCA: yes
Trend analysis: yes

Financial Appraisal
Risk Assessment

CBA: yes
CEA: yes

A

C
a
(

3 (a). Internal requirement
for CBA or CEA

CBA: yes
CEA: yes

Policy Appraisal and the
Environment, HMSO, 1991
DOE/DETR Resource Management
Handbook
Highways Economics Note 1 "1995
Valuation of Road Accidents and
Casualties", 1996
Economic Assessment of Road
Schemes: COBA Manual; Design
Manual for Roads and Bridges,
Vol. 13, Section 1, HMSO, 1996
Guidelines for Public Transport
Project Appraisal: Applications for
Section 56 Grant, Annex A to DOT
Circular 3/89.

CBA: no
CEA: no

C
p
a
>
p
C
m
e
e
th

3 (b). External requirement
for CBA or CEA

CBA: yes
CEA: yes

HM Treasury, Appraisal and

CBA: yes
CEA: yes

Regulatory Appraisals are required

T
th
a
a
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Evaluation in Central Government,
The Stationery Office, London,
1997
Cabinet Office, The Regulatory
Appraisal Guide, Better Regulation
Unit, 1997
Cabinet Office, The Better
Regulation Guide, Better
Regulation Unit, 1997

by Cabinet Office, for all new
Regulations. These should contain
details of compliance costs and
associated benefits.

A
th
d
b
th

H
is

4. Co-ordination of
CBA and CEA
across departments
and agencies

CBA: not sure
CEA: not sure

Ad hocarrangements may be made
to achieve coordination for specific
purposes, such as DETR-led
initiatives relating to environmental
appraisal, for example the
interdepartmental Group on
Environmental Costs and Benefits
which meets about twice a year to
discuss issues of general relevance.

CBA: yes
CEA: yes

Cabinet Office co-ordinates
Regulatory Appraisals. Otherwise,
it is common for departments to be
involved, through Steering Groups,
consultation etc. with CBAs
undertaken in policy areas in which
they have interest.

T
th
C
>
f
in
a
e

5 (a). Guidance documents
for CBAs or CEAs

CBA: yes
CEA: yes

Policy Appraisal and the
Environment, HMSO, 1991
DOE/DETR Resource Management
Handbook
Highways Economics Note 1 "1995
Valuation of Road Accidents and
Casualties", 1996
Economic Assessment of Road
Schemes: COBA Manual; Design
Manual for Roads and Bridges,
Vol. 13, Section 1, HMSO, 1996
Guidelines for Public Transport

CBA: yes
CEA: not sure

Treasury Green Book.

T
r
g
M
s
P
th
A
R
s
g
b

A
a
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Project Appraisal: Applications for
Section 56 Grant, Annex A to DOT
Circular 3/89

g
in

5 (b). Training for civil
servants undertaking
CBAs or CEAs

CBA: yes
CEA: yes

The following courses are available
at the Civil Service College:

An Outline of Option Appraisal
Option Appraisal
Risk Analysis in Option Appraisal
Option Appraisal for the Economist

CBA: not sure
CEA: not sure

S
a
p
tr
tr
in
a

6 (a). Use of CBA and
CEA for long-term
strategic planning

CBA: yes
CEA: yes

The United Kingdom National Air
Quality Strategy of 1997 is now
being reviewed, and CBA is a key
element of the work.

CBA: no
CEA: no

C
C
is
b
s

C
te

6 (b). Use of CBA and
CEA for general
policy and
management
appraisal

CBA: yes
CEA: yes

CBA is also being used as part of
the policymaking process for
decisions relating to access to the
countryside.
Policy for the Structure and Level
of Social Housing Rents (i.e. those
of local authorities and housing
associations).
Government Office for London,
The London Congestion Charging

CBA: yes
CEA: yes

Increasingly used to help form new
policies or to inform negotiating
line in Europe.

e.g. CBA to inform review of
National Air Quality Strategy.

CBA to inform negotiations on
Water Framework Directive.

C
a
ju
b
p
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Research Programme, HMSO,
1995.

6 (c). Use of CBA or CEA
in standard setting

CBA: yes
CEA: not sure

Widespread use of CBA by Health
and Safety Executive for work
safety issues. It is also used for
regulatory appraisal in all contexts.

CBA: yes
CEA: no

Yes, where these incorporate
economic considerations, otherwise
- no.

C
(b
p
a
m
e
m
C
m

6 (d). Other uses of CBA
or CEA

CBA: yes
CEA: yes

CBA especially is used for project
appraisals, particularly in the
transport field, such as highway
schemes, or where the Department
scrutinises other promoters' scheme
in fields such as rail and local
transport.

CBA: no
CEA: no

E
r
C
th
r
o
r
p
m
to

7. Policy areas using
CEA and CBA

CBA: all
CEA: all

In principle all policy areas are
covered by the requirement for
sound decision procedures. But the
practice could vary with specific
instances, since there are
constraints on the resources
available for undertaking
appraisals, on the time which may
be available, and there are of course
limitations on the use of valuation
techniques.

CBA: not sure
CEA: not sure

Environmental issues are covered
using CBA. I'm unaware of any
other uses of the technique.

C
a
d
a
s
to
a
g
o
a
a
s
e
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8. Timing of CBAs and
CEAs in the decision
making process

When CBA/CEA are used will vary
with the context and nature (for
example urgency) of the issue.

CBA:
CEA:

Depends on the particular issue.

C
th
th
s

9. Implemented option
is the preferred
option from the
CBA or CEA

Not possible to answer this without
a disproportionate amount of work,
but the answer would probably be
'often' or 'sometimes'.

I don't have the information to
answer this question, I suspect
sometimes and increasingly.

O
th
d
it
a
S
th
d

10. Cancellation or
amendment of
proposed/intended
policy measures or
legislation by CBAs
or CBAs

CBA: yes
CEA: yes

It would be curious if policy or
legislative proposals were not
capable of being influenced by
appraisal results. In the UK
context, one example is the
Landfill Tax which was influenced
by CBA results both with regard to
the level of the tax, and its form
(being levied by unit of weight, and
not by value).

CBA: yes
CEA:

Solvents Directive: DTI, CBA
study helped to strengthen UK's
negotiating position, resulting in
having cost-efficient targets.

y

11. Peer review of CBAs
and CEAs before use
by decision-makers

CBA: no
CEA: no

Where there is no formal
procedure, all appraisals would be
scrutinised as part of the normal
decision making process.

Sometimes. More normally,
however, it is the elements of CBA
which are peer-reviewed. e.g. DTI
and DETR funded study of Vosh in
context of air pollution to establish
what value should be used in CBA.
This was peer reviewed.

Y
f
c
s
A
a
o
r
th
r
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12. Ex-post evaluations
of CEAs and CBAs

CBA: yes
CEA: yes

In principle, evaluation of outturns
should be carried out to confirm the
appropriateness of the prior
decisions, wherever this is likely to
be useful and practicable. The
procedures for doing this are
identified within the general
appraisal guidelines which apply
across Government. While there is
an aspiration that this should be
done, there is no overall view of
how far it is done. Empirical
observation suggests that
evaluation is more prevalent for
project decisions, particularly those
in the transport field which may be
based on the results of modelling
work, than on policy decisions.

CBA: yes

DTI currently funding study to look
at consistency between ex-ante and
ex-post valuations and to try to
discover why these might differ.

N

13 (a).
Specificatio

n of skills required
by the team
undertaking the
CBA or CEA

CBA: no
CEA: no

CBA: yes

Economists plus scientists and
engineers with experience in the
area of study - e.g. in case of water
pollution need hydrologists.

n

13 (b). Body
undertaking
assessments

CBA: in-house & external
consultants
CEA: in-house & external
consultants

The criteria are not strict, but
relevant factors would include the
availability of in-house staff to do
the work or to manage consultants,

CBA: in-house & external
consultants

Usually size - in-house studies are
restricted by internal resource
constraints.

In
c
d
in
c
a
u
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where the most suitable skills for
the task were felt to lie, and the
availability of financial resources
for paying consultants.

14 (a).
Stakeholder

s involved in the
process

There is no template which
determines the appropriate stages
of a decision at which stakeholders
should be involved, and therefore it
cannot necessarily be said that any
or all stakeholders would be
"involved" in the process at the
stage of producing a CBA or CEA.
Nevertheless the Government is
anxious to take the views of
stakeholders into account in
decisions where possible given the
context and the constraints. To this
end, numerous consultation
initiatives are undertaken (e.g.
"Economic Instruments for Water
Pollution", 1997 and "Access to the
Open Countryside in England and
Wales", 1998).

CBA: other departments, agencies
and industry.

D
in
IP
o
r
s

14 (b). Formal
mechanism for
stakeholder
involvement

CBA: no
CEA: no

Not normally a formal mechanism,
but see 14(a).

CBA: no

Can be through formal
consultation, involvement on
Steering Group and informal
contacts.

Y
f

14 (c). Steps taken
to encourage
stakeholder
involvement

CBA: not sure
CEA: not sure

Given the answer to 14(a), no
general response would be
applicable.

CBA: yes

As above. Industry and other
government departments are
normally keen to be involved in
issues which are of interest to them.

y
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15. Additional
comments

A range of decision techniques is
used in DETR depending on the
nature and context of the decision.
Some decisions are taken initially
at the political level, so CEA may
then be the most appropriate tool
for optimising their
implementation.

Certainly within the environmental
policy field, there is a great deal of
co-operation between government
departments and industry.

It also seems that CBA is used
more frequently than in the past to
inform the policy making process.

We at DTI prefer CBA to CEA,
where CBA can be undertaken, as it
prescribes a more thorough analysis
of whether something is worth
doing - not just indicating which
approach or measure is least costly.
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1 (a). Policy areas
covered by the
Ministry

The Office of Pollution Prevention and Toxics (OPPT) has responsibility fort
mostly chemicals, but including metals and biotechnology products.

1 (b). Areas of shared
responsibility

While OPPT addresses risks from toxic substances in all media (air, water, lan
and the environment, other offices and agencies have more narrow focus on so
For example, the Office of Air and Radiation within the U.S. EPA may regula
problems they cause through air or the Occupational Health and Safety Organi
protect workers.

2. Tools used in
policy making and
the legislative
process.

CBA
CEA
Simple scoring and weighting techniques
Impact (equity) analysis

The definition of cost-benefit analysis (CBA) in the questionnaire is more con
that it seems to focus on only those costs and benefits that can be monetized.
an economist=s perspective, in practice many categories of benefits especially
be monetized and need not be for CBA to be very useful in organizing informa
word Αaims≅ in the phraseΑaims to place a monetary value≅ in the definition
flexible interpretation which I will use in responding to the questions for theU

3 (a). Internal
requirement for
CBA or CEA

CBA: yes
CEA: yes

Although not in such a direct fashion. The Toxic Substances Control Act (TS
implements, usesΑunreasonable risk≅ as its decision criterion. It is clear that
consideration of efficiency and balancing of benefits and costs in the determin
also clear that this balancing was not intended to be driven only by the availab
qualitative considerations of benefits and costs too.
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3 (b). External
requirement for
CBA or CEA

CBA: yes
CEA: yes

By Executive Order EO12866,Regulatory Planning and Review, issued by th
all offices under the administrative branch of government must assess benefits
causing greater than $100 million dollars in impact in any one year. Also by-l
Mandates Reform Actand theSmall Business Regulatory Enforcement Fairne

4. Co-ordination of
CBA and CEA
across departments
and agencies

CBA: yes
CEA: yes

Individual offices within the U.S. EPA conduct CBA and CEA analyses in com
implement, precedents in court cases and the needs of their offices, but there i
Sciences Discussion Group of the EPA=s Science Policy Council, and also thr
Council. There is also coordination through activities by the Office of Policy,
including a central file of economic analyses which they maintain.

5 (a). Guidance
documents for
CBAs or CEAs

CBA: yes
CEA: yes

Most recently, the Office of Management and Budget issued guidance to imple
guidance on both CBA and CEA. Somewhat dated, but still useful is U.S. Env
guidance issued in 1983 and, more recently, issued in 1993 is internal guidanc
Pollution Prevention and Toxics. This latter guidance document is currently in
On an agency-wide basis, new guidance is being prepared on a number of issu
intergenerational equity, and valuation of fatal risks under the leadership of th
the work being lead by the Office of Policy, Planning and Evaluation

5 (b). Training for civil
servants
undertaking CBAs
or CEAs

CBA: no
CEA: no

Not in an organized fashion after being hired. Economists doing this work are
level or Ph.D. level prior to being hired to undertake these analyses at the Age

6 (a). Use of CBA and
CEA for long-term
strategic planning

CBA: no
CEA: no
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Not currently

6 (b). Use of CBA and
CEA for general
policy and
management
appraisal

CBA: yes
CEA: yes

When new policies are being considered, these tools are used to evaluate altern
taken. Examples are implementation of an asbestos rule and the lead batteries
Workshop in London.

6 (c). Use of CBA or
CEA in standard
setting

CBA: yes
CEA: yes

While the rule is not yet finalized, CBA has been used extensively in assessing
in soil and dust. Across the Agency, these tools, especially CEA, are used tos

6 (d). Other uses of CBA
or CEA

CBA: sometimes
CEA: sometimes

Short-term strategic planning - to consider whether to reduce a risk through ap
of concerns to industry leaders, communication of risks to consumers, etc.

7. Policy areas using
CEA and CBA

CBA: some
CEA: some

Under the Toxic Substances Control Act (TSCA), administered by OPPT, mo
use CBA at various levels of rigor depending on the nature and magnitude oft
policies, such as preparing rules requiring testing for the risks of chemicals, ec
CBA or CEA is normally conducted. Under many of the other statutes admini
used to seek the most cost effective approach to meeting a requirement determ
criteria.
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8. Timing of CBAs
and CEAs in the
decision making
process

CBA: varies
CEA: varies

Variable, but in OPPT, frequently during the process of identifying alternative
option is chosen. Other economic information relating to baseline conditions
assessment is done, but that is too early to conduct a CBA or CEA. Under som
administered by the EPA, such as those requiring non-economic decision crite
or CEA analysis will be conducted later in the process. (May be interested in
Resources for the Future)

9. Implemented
option is the
preferred option
from the CBA or
CEA

CBA: sometimes
CEA: sometimes

10. Cancellation or
amendment of
proposed/intended
policy measures or
legislation by
CBAs or CBAs

CBA: sometimes
CEA: sometimes

If I understand the question correctly. There is no legal authority whereby aC
a proposed/intended policy measure;Αcancel≅ is too strong a word. CBA and
valuable information to decision makers as part of their deliberations. As such
in shaping the final decision and, I suppose, could be considered to contribute
positions. For example, in the lead batteries decision presented at the London
largely as the result of the CBA, whereas prior to the analysis it was expected

11. Peer review of
CBAs and CEAs
before use by
decision-makers

CBA: yes
CEA: yes

Certainly for rules determines to beΑmajor≅ under EO12866 (these are rules
impact on the economy in any one year or otherwise determined to be major).
economists at the Office of Management and Budget during a period when an
before it becomes final. In addition to this, some analyses are reviewed by pee
economists external to the Agency who are members of the Science Advisory
occasions, by other peer reviewers outside the Agency.
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12. Ex-post evaluations
of CEAs and CBAs

CBA: not sure
CEA: not sure

Generally, no but I can=t say for sure it has never been done. There is some d
stimulating this type of work through the Agency=s research plan for economi

13 (a). Specification of
skills required by
the team
undertaking the
CBA or CEA

CBA: no
CEA: no

Not specifically for CBA/CEA. The Office houses a number of staff scientists
groups called branches. The economics branch is responsible for all economic
To address benefits of the actions being proposed, the economists rely on expe
engineers, toxicologists, biologists, and similar disciplines.

13 (b). Body undertaking
assessments

CBA: in-house, external consultants
CEA: in-house, external consultants

Contractors (external consultants) are used to supplement in-house staff but in
studies and all policy interpretations from them

14 (a). Stakeholders
involved in the
process

CBA: varies
CEA: varies

Most CBA/CEA analyses are conducted to assess the impacts of rules the Age
Stakeholders, including other agencies, industry, environmental groups, userg
dialogue about the design of alternative actions the Agency could take, and ma
CBA/CEA analyses, but have never been a partner, to my knowledge in the ac
process of rule making normally followed calls for 1) the Agency to proposea
associated with it, 2) for interested parties (stakeholders) to comment on the ru
support documents, including the CBA/CEA and 3) then, taking into accountt
rule.

14 (b). Formal mechanism
for stakeholder
involvement

CBA: yes
CEA: yes

The comment period described in the last sentence of 14 (a), above, is part of

14 (c). Steps taken to
encourage

CBA: yes
CEA: yes
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stakeholder
involvement See response to 14 (a), above. I am not sure how to separate stakeholder invo

rule and in the CBA/CEA. By participating in the development of the rule, the
alternative actions are crafted and may provide cost or impact data. For rulesw
particularly desired, the Agency makes great effort to encourage participation.

15. Additional
comments

It has been difficult for many of these questions to provide a one-word answer
doesn=t directly fit our circumstances or the circumstances vary from one situ
have tried to pick the most appropriate one-word answer and then elaborate on
how CBA/CEA are used in our program.

Also, while I maintained the convention of the questionnaire of linking theset
(OPPT) we use CBA almost to the exclusion of CEA so we can make every ef
the optimal choice, from an efficiency perspective, for a decision. This approa
Αunreasonable risk≅ decision criterion in TSCA. The same cannot be said for
EPA where different decision criteria are required by law. Frequently, econom
to provide information to help their decision makers find the most cost effectiv
environmental outcome determined by non-economic means.
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