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Executive Order 12866:

A Foundation Document For Federal Regulations

· States President’s regulatory principles (assess costs and benefits, and adopt a regulation only upon a reasoned determination that benefits justify costs).

· Designates OMB as office to review agency regulations for consistency with President’s priorities.

· Designates OIRA (within OMB) as repository of expertise on regulatory methodologies and procedures.

OIRA Has Issued Regulatory Impact Analysis Guidance For Many Years

· Appendix V in regulatory program of United States (began in 1980s’; last time 1993).

· 1996 memorandum:  economic analysis of federal regulation under executive order 12866.

· 2000 memorandum:  guidelines to standardize measures of costs and benefits (required  by FY99 Omnibus Appropriation Act).

· 2003:  new OMB draft guidelines for conduct of regulatory analysis

· Prepared under direction of OIRA administrator and member of CEA.

· Compose Appendix C to OIRA’s draft 2003 Annual Report to Congress on costs and benefits of regulations.

· Will replace previous guidance.

What Does OMB’s 2003 Guidance Say Agencies Should Do?

·  Show why regulation is best solution

· Identify and analyze alternatives

· Do quantitative benefit-cost analysis

· Do quantitative cost effective analysis

· Make results transparent and reproducible

· Do quantitative analysis of uncertainties

· Consider small entities

What Is New In OMB’s 2003 Guidance
· Encourages both cost-effectiveness and cost benefit analyses of regulations.

· Recommends use of two discount rates (3% and 7%) for analysis of major rules.

· Requires formal probability analysis for rules costing more than $1 billion per year.

· Puts increased emphasis on alternatives analysis.

Impact Of OMB’s 2003 Guidance On APO

Additional APO resources will be required to:

· Do both benefit/cost and cost effectiveness analyses.

· Calculate costs and benefits using both a 3% and 7% discount rate.

· Put greater emphasis on alternative analyses.

APO’s Comments On OMB’s Draft Guidance

· Guidance is needed on whether to include secondary costs/benefits.

· Guidance is needed on handling costs/benefits to foreign entities.

· Need statement on assumed compliance with regulations.

· Why report costs/benefits in FY 2000 dollars?

