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Introduction
For nearly ten years, the EU institutions have, to a greater or lesser extent, pursued a better regulation agenda. EUROCHAMBRES, the European association of
Chambers of Commerce and Industry and representative of the views of businesses
large and small, has been a strong advocate of this process, repeatedly calling for
its acceleration and reinforcement.
The Chamber network has been encouraged by progress within the European
Commission during the last term under the leadership of Enterprise and Industry
Commissioner, Günther Verheugen. However, this study into the cost of EU regulation
to business, commissioned by EUROCHAMBRES and carried out by academic experts
from Manchester Business School and London Business School, corroborates the
perception among Chambers and the business community at large that much remains
to be done.
The study’s findings demonstrate vividly the scale of the challenge, with an
estimated overall EU regulatory cost to business of approximately €1 trillion.
This figure confirms that complying with EU regulations and the associated reporting
obligations account for a significant percentage of EU GDP. It is only logical that
this burden should be minimised, particularly in this period of acute economic
difficulties.
Challenges encountered in gathering data for the study are arguably just as
revealing as the findings. Research and feedback from national Chambers of
Commerce and Industry worryingly indicate that most EU Member States still do
not implement a rigorous impact assessment process and while others may, the
results are not always made public, which from an external stakeholder’s perspective,
makes the exercise essentially redundant.
Cost-benefit analysis is integral to business management and strategy and must
similarly be integral to policy making, where sometimes divergent policy objectives
and frequently different stakeholder views have to be carefully balanced. The logic
behind impact assessment is very straightforward: if it can be measured, then it
can be managed and improved. The alternative scenario of limited impact assessment
is a bleak one of heavy burdens on business, unfulfilled policy objectives and an
unnecessary drain on Europe’s economy, thus reducing competitiveness and
growth.
Effective preparation, transposition, implementation and evaluation of EU regulation
will reduce the overall regulatory burden, thus breaking down barriers encountered
by business, especially in relation to the internal market. The current economic
recession must galvanise politicians and officials in the pursuit of this task, rather
than distracting them from it and we cannot allow the crisis to be interpreted as a
reason for increased regulation of the real economy.
Pierre Simon,
President of EUROCHAMBRES

We hope that this study proves to be a valuable tool in demonstrating the scale of
the challenge and the value of pursuing a regulatory reform agenda more
rigorously than ever.
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Counting the Cost of EU Regulation to Business
Tim Ambler, Francis Chittenden and Asif Bashir1
The EU should be synonymous with being part of a wider single market: open
competition creating benefits of scale for businesses and thus lower prices for
consumers and stronger national economies. To a large extent these benefits
have materialised but EU regulations, as the Commission has recognised, have
also brought regulatory costs for business2.
The purpose of this paper is to focus on trying to quantify the regulatory costs
placed, over the last 11 years, on EU business by EU legislation3 in addition to the
national regulation by each member state and the EU legislation before 1998.
In 2004, Peter Mandelson, then European Trade Commissioner, estimated that EU
directives and regulations cost 4% of EU GDP4 per annum. If the ratio remains
correct that would now be equivalent to €504bn5 except that regulation has been
growing much faster than economies. It is of course possible that regulation is a
contributor to reduced EU economic growth but we do not pursue that topic in this paper.
The Mandelson estimate may be compared with another Commission estimate6
which put just the administrative burden of both EU and member state regulation
combined at about 3.7% of GDP for the EU as a whole. Administrative burdens are
only a part of the total cost of regulations to business which is much greater. To
reconcile the two figures, we need to gross the administrative burdens up to the
total cost and add EU member state regulation7. Doing that with reasonable
estimates puts the Mandelson figure adjusted for EU and national regulation at
6.7% (€844bn) and the EU administrative burdens estimate adjusted to include
substantive compliance costs of regulation at 12.3% of EU GDP i.e. €1.6trn. These
are totals per annum for EU and member state regulation that fall ultimately on
EU citizens. They are the equivalent of a tax per head of €3,200 for every man
woman and child in the EU. Of course the benefits that arise from regulation also
benefit EU citizens but these are more difficult to quantify.
The next section deals with Impact Assessments (IAs) which should, in theory,
provide the actual data but in practice, and despite claims to the contrary, do not.

1

Senior Fellow, London Business School, Professor and MBA student, Manchester Business
School, respectively. This paper draws on the MBA Dissertation by Asif Bashir, 5 January 2009

2
The terminology in this report is consistent with the International Standard Cost Model Manual
available at; http://www.oecd.org/dataoecd/32/54/34227698.pdf
3

EU legislation means EU Directives and relevant Regulations. In practice, only a small minority of EU Regulations are legislative in nature, i.e. they are laws. The great majority are
Administrative Orders which this paper ignores. The Lisbon Treaty agreed that this distinction, between laws and orders, should be clarified in future terminology. Note that we calculate the
accumulated burden over these 10 years, not the annual burden
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Speech to the Annual CBI Conference. Birmingham, 8 November 2004
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Eurostat gives EU GDP as €12.6trn in 2008

6
Measuring administrative costs and reducing administrative burdens in the EU,
MEMO/06/425, Brussels, 14th November 2006
7

The UK government estimated that UK regulations costs the economy about 100bn per
annum (page 12), and of this total 20bn to 40bn (page 4) was thought to relate to
administrative burdens, Source: Regulation - Less is More, Better Regulation Task Force 2005
available at http://archive.cabinetoffice.gov.uk/brc/upload/assets/www.brc.gov.uk/lessismore.pdf,
last accessed 12th February 2009. Suppose administration is 30% of total and EU is 60% of
combined (70% since 1998), then the total is (100/30) x 3.7 = 12.3% of GDP, which is consistent
with other international estimates that Regulation costs 10% to 12% of GDP in the United
States and the Netherlands (Less is More, page 12). Whereas adjusting Mandelson s figure
results in (4%*100/60 = ) 6.7%, so Mandelson s estimate appears too low
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In the following section we look at national variations. Whilst there will be some
differences in transposition and implementation, the annual burden of EU business
legislation should be roughly equal, as a percent of GDP, across member states,
except that accession states are likely to face a higher costs because their economies
have adopted much EU regulation in a relatively short period of time.
The next sections discuss the apparent shift in thinking from IAs challenging the
legislation as a whole to focussing merely on the administrative burdens, i.e. excluding
substantive compliance costs. We then consider the Social Chapter which brings
particular difficulties in that the UK delayed implementation until 1998, thereby
causing a higher than normal level of total regulatory costs in the following years.
Of course for those member states that joined after 1998, a similar difficulty arises.
The penultimate section broadly explains how we reached our estimate of about
€1 trillion for the cumulative cost of EU legislation on EU business over the past
ten years and how that breaks down across member states. It concludes with a
response to the expected complaints about UK bias in sourcing this data, and,
indeed, this report in general.
The final section draws conclusions and makes recommendations.
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1. Impact Assessments
1.1 Overview
Regulations play an important role in enabling or restricting the progress of
businesses depending on how well they are prepared and implemented8. No one
doubts that markets require regulation in order to operate fairly yet competitively
for the good of society as a whole. The transition from enough to excessive
regulation is hard to identify and that is complicated by its quality. The EU and
many member state governments claim they favour less and/or better regulation,
whatever their practice.
The primary instruments for achieving better regulation are IAs for new EU and
national primary and secondary legislation. The objectives of new regulations
should be set out and a variety of solutions (mandatory and self regulation and
other means) considered and compared to deliver those objectives at least cost to
government, business and consumers. Both costs and benefits should be calculated.
Mandatory regulation is not always the best way to achieve the desired results and
it can bring unnecessary burdens. If legal regulation is inevitable it should be
prepared and applied on the basis of objective evidence.
Radaelli and De Francesco9 show that four countries in the EU regard IAs as having
the lowest level of importance (Bulgaria, Czech Republic, Luxembourg and the
Netherlands) but almost all countries consider the IA process to have increased in
importance. Their findings are based on a questionnaire sent to members of a
support network specifically created by DG Enterprise in 2004. The support
network was composed of [national] government officials in charge of better
regulation policy as well as four members of organizations representing business
interests.” (p.111). 19 countries responded but Bulgaria and Norway, being included
in the support network were also included. Sweden was included twice (government
and business responses).
Any review of IA in the EU comes up against the yawning gap between theory and
practice. Even the UK, which is the oldest and perhaps the most enthusiastic
European proponent of IAs, ticks the boxes for compliance without being able to
show that it has made much difference in practice10. Nevertheless, IA is the only
system that exists to challenge new regulation, it has been formally adopted by
the EU Commission and it should be the source for any analysis of the costs and
benefits of EU regulation.

8
Second strategic review of Better Regulation in the European Union, Commission of the
European Communities, Brussels, 30.1.2008, COM(2008) 32 final
10
National Audit Office, Evaluation of Regulatory IAs 2006-07, Report by the Comptroller and
Auditor General, HC 606 Session 2006-2007, 11 July 2007

Tim Ambler, Francis Chittenden, and Stefano Iancich, The British Regulatory System, British
Chambers of Commerce, March 2008
Tim Ambler, Francis Chittenden, and Deming Xiao, The Burden of Regulation: Who is watching out
for us? British Chambers of Commerce, April 2007
Tim Ambler, Francis Chittenden and Kapil Ahuja, Regulators: Box Tickers or Burdens Busters?
British Chambers of Commerce, April 2006
Tim Ambler, Francis Chittenden, and Chanyeon Hwang, Regulation: another form of taxation,
British Chambers of Commerce, March 2005
Tim Ambler, Francis Chittenden and Mikhail Obodovski, Are regulators raising their game? UK
regulatory IAs in 2002/3, British Chambers of Commerce, March 2004
Tim Ambler, Francis Chittenden and Monika Shamutkova, Do the regulators play by the rules?
An audit of UK regulatory IAs, British Chambers of Commerce, January 2003
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1.2 Quantifying costs and benefits
In theory, we should be able to accumulate the costs and benefits identified in EU
IAs and those totals should equal the total costs and benefits identified in
member state IAs for EU legislation. If only life was so simple! In practice the EU
system only equals the member state systems in their patchy implementation of IAs.
A starting point should be the EU’s comprehensive and publicly available database
of all EU IAs. However, this is not adequate, firstly because the EU IA system has
been growing only slowly since its inception in 2003 and as yet covers only a small
proportion of all EU legislation and secondly because even those IAs rarely
quantify their effects with adequate rigour11. It was not therefore possible to estimate
the total costs and benefits of EU legislation from EU IAs.
Table 1 below shows the extent of IA in most EU member states. All these countries
claimed to adopt standard formats for their IAs. Claims and practice may differ.
The most striking thing about the table is that only a few countries make their IAs
accessible, or easily accessible, e.g. on their national government websites. One
has to wonder what purpose IAs serve if they are not made public and easy to
locate. Their raison d’être surely is to bring transparency to the legislative process,
make decision-makers and legislators more accountable and enhance the quality of
legislation. Any internal-only IA can only be a rationalisation of what would happen anyway.
Table 1 – IAs in selected EU member states

IA
Importance
Non
Importance12 increased regulatory
options
considered13

Monetary
costs/benefits
Quantified for

Quantification of
non-monetary
costs/benefits

IAs
Accessible
by Public

Govt., business

Possible, but not mandatory

Austria

2

Yes

No

Belgium

3

Yes

Yes

Citizens, industry, not for profit

Cyprus

3

Yes

Yes

Only qualitative assessment made

Yes

No

Czech Rep.

1

Yes

Yes

Govt., business, SME, citizens

Yes

No

Denmark

4

Yes

No

Govt., business, citizens

N/A

No

Estonia

3

Yes

?

SME

?

Not yet

Finland

3

N/A

N/A

N/A

N/A

No

France

3

Yes

Yes

Govt., business, citizens

Yes

No

Germany

4

N/A

Yes

SME, govt, business, citizens

N/A

Yes

Greece

5

N/A

?

Govt., business, citizens

N/A

No

Italy

4

Yes

Yes

Govt., business, citizens

N/A

?

N/A

N/A

?

Business, citizens

N/A

?

1

Yes

Yes

Business, SME, citizens

N/A

No
?

Lithuania
Netherlands
Poland

Yes

Encouraged but not mandatory No

5

Yes

?

Business, citizens

N/A

Portugal

N/A

N/A

?

Business, citizens

N/A

?

Slovenia

N/A

N/A

No

Govt., business, citizens

N/A

No

Spain

2

Yes

?

Govt., business

No

No

Sweden

4

Yes

Yes

Govt., business, SME, citizens

Yes

No

United Kingdom

5

Yes

Rarely

Govt., business, SME, citizens

Yes

Yes

11

BCC reports noted above

12

5 = high importance; 1 = low

13

No, means not mandatory, although the analysis may be conducted voluntarily
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Accordingly, we were unable to assess the overall regulatory costs and benefits of
EU legislation from member state IAs. The Commission and Parliament encounter
the same problem, they do not know the costs of regulation that the EU imposes
upon businesses in Member States even though these costs impact directly on
competitiveness and jobs. The truth is that EU Regulators work with little valid
information on which to design regulations.
The differences between columns 2 and 3 and the rest of the Table probably arise
from the different means of data collection. As noted above, Radaelli and De
Francesco based their findings on completed questionnaires by government officials
and other members of the support group nominated by the Commission. One
would expect a more positive view of IA practice from these sources compared to
independent observation.
We should note in passing that the central thrust of the Radaelli and De Francesco
book was to validate their method, used in their questionnaire, for assessing the
quality of the regulatory process. In total they proposed no less than 75 indicators
as set out by Table 2.
These indicators are all judgmental and theoretical rather than empirical. The 22
indicators on IAs did not include any for special consideration of SMEs, nor of
alternative solutions, including non-regulatory options, nor of costs and benefits
for the three parties – government, citizen and business. The data is based on
reviewing the national guidelines for preparing IAs, not the Assessments themselves,
still less data collected from the parties subject to the regulations.
Table 2 – Indicators of Regulatory Process Quality
Design of better regulation policy

18

Quality assurance process

10

IA (quality of activities and guidance)

22

Consultation (quality of activities and guidance)

11

Quality of simplification process

9

Strategy for access
Total

5
75

14

Claudio M. Radaelli and Fabrizio De Francesco (2007), Regulatory Quality in Europe,
Manchester University Press, Table 5.2, p.116

15

8

The 2009 guidelines for EU IAs do now require special attention for SMEs

1.3 Comments on member states practices on which data was
readily available
Examples of the national situations are explored in more detail below. They provide evidence of the diversity of approaches and different stages of adoption of
better regulation initiatives across member states. An agreed EU wide approach
to Better Regulation is as fictional as the universal application of EU IAs to new
business-burdening legislation:
Austria : the government decided in April 2006 to reduce administrative burdens
for businesses by 25%. All federal ministries take part in this initiative which is
coordinated by the Ministry of Finance. Austrian business representatives such as
the Austrian Federal Economic Chamber, trade unions and further interest groups
are involved in the initiative as well.
From November 2006 - June 2007, all legal provisions in force by 31 December
2006 containing information obligations for businesses were analysed and measured
using the standard cost model (SCM). The measurement was carried out by external
consultants using face-to-face interviews in businesses and expert panels.
Altogether 561 legal provisions with 5,687 information obligations were analysed
and measured. These information obligations cause administrative burdens for
Austrian businesses of €4.3bn or 1.6% of GDP (administrative costs in total
amount to €7.5bn or 2.8 % of GDP). Approximately half of the administrative
burdens in Austria originate from EU regulation.
The overall reduction will be achieved in two phases. Reductions for nationally
induced burdens have to be achieved by 2010, and reductions for EU induced
burdens have to be achieved by 2012. In March 2008 the Austrian government
published its first simplification plan containing 133 reduction measures of all
ministries concerned.
Any legislative proposal containing new or amended information obligations for
businesses has to be assessed ex-ante using the SCM model in order to ensure the
sustainability of the reduction target. Based on a special provision which entered
into force on 1 September 2007 all federal ministries calculate the administrative
costs of any new draft legislation following general guidelines. Every legislative
proposal has to include an information note on its impact on the administrative
burdens for businesses (no ex-ante measurement for information obligations
under 1000 hours or €40,000 of administrative burden).
Belgium: IAs were introduced in January 2005 and were made mandatory for all
laws that have a regulatory effect on citizens, industry or non-profit organisations.
The Regulatory Management Unit has taken several initiatives to make the IA system
more effective and meaningful. One is the establishment of a helpdesk and an IA
guide and publication of an IA handbook. Training has been organized at three
levels for stakeholders: a beginner’s course, interactive sessions for advanced trainees,
and six monthly study days on specific subjects17.
Cyprus: Until the adoption of a full Impact Analysis model for proposed legal or
regulatory measures, the government has adopted a simplified mechanism that
submits all new legislation proposals by Ministries/Departments to a simplified IA
procedure. This is done through a standard questionnaire that has to be completed
and attached to every proposed new law/regulation/instruction when submitted to
the Law Office of the Republic of Cyprus for legal scrutiny and subsequently to the
16

More information can be found at:
http://www.verwaltungskostensenken.at/English/Initiative/Results/_start.htm
http://www.administrative-burdens.com/default.asp?page=218
http://www.administrative-burdens.com/default.asp?page=220
17
The development of indicators for regulatory management, D/2006/3241/252, Flemish
Minister for Administrative Affairs, Foreign Policy, Media and Tourism
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Council of Ministers. This new mechanism came into effect on 19 November 2007.
A special unit at the Ministry of Finance (established at the beginning of 2007) is
overseeing the better regulation initiative, part of which is the IA procedure. The
initiative is monitored by a special Steering Committee chaired by the Permanent
Secretary of the Ministry of Finance.
Czech Republic: There have been pilot projects for IAs, and plans are underway to
establish IA units in ministries. Government has set a target of 20% reduction in
administrative burdens by 201018, and efforts are being made to gear up to the
overall EU better regulation agenda.
Estonia: The Enterprise Policy 2007-13 includes a better regulation initiative.19 The
major aspects of the programme include IAs of existing and new legislation,
measurement of administrative burdens, participation of entrepreneurs and the
general public, and simplification of communication between enterprises and
government. Almost all of the projects that have been completed under this
scheme so far have evaluated administrative burdens. The better regulation
agenda seems largely geared towards economic impacts and administrative
burdens but it is in development and will take some time before the plans are fully
implemented.20
Finland: The country has moved from a highly regulated economy to low or better
regulation in order to make the economy more market oriented and less burdensome
for businesses. The President’s Better Regulation Action Programme is largely focused
on Impacts Assessments which take into account the economic, administrative,
environmental, and social costs and benefits of legislative proposals to seek the
best route to achieving the desired results.21 The programme has evolved from
economic IA (1998), environmental IA (1998), business IA (1999) and regional
development IA (2003), before implementation of the current comprehensive system.22
Germany: There are two parts of the German better regulation initiative, the first
focuses on reduction and simplification of existing legislation and bureaucracy for
SMEs. The second is the establishment of an independent watchdog, the
“Normenkontrollrat” or Regulatory Control Council (RCC).23 All ministries are
required under the Joint Rules of Procedure to conduct an IA, with the emphasis
on bureaucratic costs imposed by information obligations,24 i.e. administrative
burdens. Approval is required from the RCC.25

18

http://www.administrative-burdens.com/default.asp?page=149

18

Better Regulation in Estonia, Ruth Hint, Ministry of Economic Affairs and Communication,
Warsaw, 9 October, 2006
20
21

Since the actions under the Enterprise Policy 2007-13 are in early stage of implementation

IA In Legislative Drafting, Guidelines, Ministry of Justice, Finland, Publication 2008:4

22

Regulatory Impact Analysis (RIA) Inventory, Public Governance And Territorial Development
Directorate, page 25, 29th Session of the Committee, 15-16 April 2004, OECD
GOV/PGC/RD(2004)1
23

Better Regulation through Systematic and Standardised Measurement of Administrative
Costs in Germany, Seminar on the quality of legislation, EU Commission, Legal Service,30
March 2007

24
Deutsche Bank Research, Better Regulation in Germany and the EU; Time to See Results, EU
Monitor 47, August 30, 2007
25

Better Regulation through Systematic and Standardised Measurement of Administrative
Costs in Germany, Seminar on the quality of legislation, EU Commission, Legal Service,30
March 2007 Dr. Dominik B llhoff, Federal Chancellery, Better Regulation Unit
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Greece: After several years of unsuccessful efforts, the Prime Minister, in July
2006, set out a detailed agenda for better regulation and integrated IAs. All ministries
were required to carry out IAs covering economic, social, and environmental
impacts for all new legislation, supervised by the General Secretariat of the
Government.26 Also ex-post reviews were mandated one year after the implementation
of the new laws. However, this ambitious programme has been criticized as being
unsophisticated and not in line with conditions on the ground. The success of the
initiative has been minimal.27
Italy28: IAs were introduced in Italy on an experimental basis in 1999, and later
formalized through a directive by the Prime Minister in 2000. All draft bills were
to have preliminary and final IAs. The directives and guidelines prepared in Italy
for IAs are detailed and have been benchmarked against the OECD recommendations
and some advanced country models such as UK, Australia, Mexico and Canada.
This was recognised by the OECD regulatory review published in 2001.
Lithuania: An OECD report29 in 2005 found some evidence of better regulation
components but no centrally coordinated programme under the auspices of one
body. Regulatory IAs were first implemented in 2003 and all new legislation was
required to have such assessments. Two types of assessments were conducted;
basic and expanded. Also public consultations were obligatory in certain cases.
Despite having laws and guidelines on the IA procedure, the process was ineffective
and uncoordinated. The IA methodology is now being revised and updated to make
it effective.30
Poland: The Ministry of Economy in Poland developed a Regulatory Reform
Programme 2006-10, mainly inspired by the National Reform Programme 2005-08.
However, whether this programme will actually be implemented remains to be
seen. Some commentators remain sceptical about the process being followed to
improve the effectiveness of IAs, and point to gaps in the system.31 The major
aspects of the programme are as follows;32
• Simplification of national legislation;
• Implementation of EC rolling programme aimed at simplification at the national level;
• Improvement in the implementation of EU directives;
• Optimisation of Regulatory IA (RIA) system;
• Implementation of the administrative cost measurement system;
• Introduction of the “think small first” principle;
• Reinforcement of regulatory capacity through execution of recommendations
made during Poland’s regulatory capacity review under the SIGMA programme.33
26

Regulatory IA in Greece, Presentation by Dr. P. Karkatsoulis Policy Advisor to the Ministry of
Interior, Public Administration and Decentralization, Professor at the National School of Public
Administration, OECD s GfD in Arab Countries Initiative, Tunis 15-16 Feb 2007

27

Aristides N. Hatzis, Sonia Nalpantidou (op cit)

28

A comparative analysis of regulatory IA in ten EU countries, Report for the EU directors of
better regulation group, Dublin, May 2004
29
National Lisbon Strategy Implementation Programme (2005-2008),
http://www.ukmin.lt/en/strat_prog/lisbon/doc/Lisabona-angl.doc
30

Better regulation in Lithuania, Ms Aurelija ulkut , Ministry of Economy of the Republic of
Lithuania, Internal Market Coordination Department

31
Methodological problems of the Polish system of regulation IA, ENBR Working Paper No.
04/2007, Wojciech Rogowski, W odzimierz Szpringer , 03 April 2007
32

Regulatory Reform Program , Ministry of Economy, Poland

33

Regulatory Management Capacities of Member States of the European Union that joined the
Union on 1 May 2004, GOV/SIGMA(2007)6, Public Governance and Territorial Development
Directorate
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Portugal: In March 2001 the Council of Ministers created the Commission for the
Simplification of Regulation. The main aim of the introduction of the programme
was to address the perverse effects of legislation on the daily life of citizens as
well as companies. The programme was criticised by some as being ineffective and
not achieving any of the desired objectives.34 The current government initiated two
Better Regulation Programs under the titles SIMPLEX and PRACE in March 2006,
targeted at administrative and legislative simplification and public administration
reform respectively. IAs were made a part of the SIMPLEX program. The government has announced mandatory and compulsory IA ex ante and ex post studies for
all ministries’ legislative proposals.35
Spain: In June 2008 the government approved a plan to reduce the administrative
burdens of regulation and to achieve better regulation. A 30% reduction in administrative burdens target was set for 2012. Impact assessment of legislation is the
responsibility of the Quality Assessment Agency, reporting to the Ministry of
Public Administration. There is no tradition of formal impact assessment at the
sector level. From 2010, the State Administration will require that all bills be
accompanied by an impact assessment, identifying the administrative burdens for
business as a result of new regulation. The Autonomous Communities are working
towards the same outcomes.

34

The Practice and Discourse of Legislative Evaluation in Portugal, ENBR working paper no.
12/2007, Nuno Garoupa, Guilherme Vasconcelos Vila a

35

12

Garoupa and Vila a op. cit

2. The shift to Administrative Burdens
Over the last 15 years, e.g. the Treaty of Amsterdam 1997, the EU has been calling
for an improvement in the quality of legislation. The Lisbon European Council
(March 2000) set objectives and a high level advisory group (Mandelkern Group)
was mandated to prepare, by 2001, a strategy and proposals for improving the
quality of regulation in the EU. Two objectives were to protect citizens and
help European business compete more effectively and be more innovative, thus
increasing productivity and employment. The revised Lisbon strategy in 2005
emphasized the need to focus more on growth and employment as ways to achieve
the earlier goals set, further necessitating a framework for better regulatory
practices to support the priority agendas.38
Today, the Commission would claim to have at least slowed down, if not rolled back,
the pace of regulation but there is little evidence to support this. They have shown
a list of possible regulations that have been shelved but we have no means of
knowing that they might not have failed in the process anyway. They were
certainly not shelved by the process, with just one exception in 200839 that raised
the thresholds for defining small and medium sized enterprises. For example, of
the 104 largest by level of burden estimated in UK IAs from 1998 – 200840, Table 3
(below) shows the number by year due to EU legislation.
Note that this 51, which is also 47%, is drawn from the 104 most burdensome
regulations over the 11 years. Taking all IAs, the EU has contributed about 30%
until 2007/8 when the proportion dropped significantly to 20%.41
Table 3 – UK IAs derived from EU legislation by year
1998

2

1999

4

2000

4

2001

5

2002

3

2003

8

2004

6

2005

9

2006

2

2007

4

2008

4

Total

51

36

Mandelkern Report on Better Regulation (13 November 2001)
A strategic review of better regulation in the European Union, Commission of the European
Communities, Brussels, Com(2006) 689, 14 November 2006
38
Better Regulation for Growth and Jobs in the European Union, Commission of the European
Communities, Brussels. Com(2005) 97, 16 March 2005
39
The Small Companies and Groups (Accounts + Directors Report) Regulations 2008 enabled
increases in the audit exemption threshold for small companies as a result of changes to the EU
size definitions of SMEs. In 2008 the UK introduced two further IAs that had net reductions
in costs to business arising from EU regulations. These were the Food Standards Agency
Guidance Notes on Articles 14, 16, 18 and 19 and The Merchant Shipping (Liner Conferences) Act
1982 (Repeal) Regulations 2008. However, in both these cases the changes resulted from
initiatives by UK government officials rather than the Commission
40
Burdens Barometer 2009 , British Chambers of Commerce, March 2009
41
Tim Ambler and Francis Chittenden, Worlds Apart: The UK and EU Regulatory Systems,
British Chambers of Commerce, May 2009
37
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Since those bold, but it seems fruitless, initiatives in Lisbon in 2000, attention has
subtly shifted from reducing or at least restraining the total costs of regulation to
business to reducing the “administrative burden”, i.e. the administrative burden
such as form-filling, as distinct from the substantive compliance cost of implementing
the regulations.
This new focus is very attractive to politicians and civil servants: they can appear
to be attentive to the needs and regulatory costs of business whilst still regulating
regardless. It puts businesses, and especially SMEs, in a difficult position: they
have to welcome any reductions in costs, and administrative burdens are pro rata
higher for SMEs, yet this shift of focus does little to change their strategic or
competitive positions. The substantive costs of regulation remain in place.
Be that as it may, the official account of administrative burdens is as follows.
Administrative burdens in the EU are estimated at 3.7% of GDP, and the
Commission adopted an action programme in 2007 to reduce administrative
burdens by 25% before the end of 2012.42 It is estimated that this reduction can
lead to an increase of approximately 1.4% or €150bn in EU GDP, although the basis
for this assertion is unclear.43
The action plan requires the Commission and member states to work together to
measure the administrative burdens related to Community legislation and national
transposition, and also the national and regional legislation by member states
themselves. The Standard Cost Model (SCM) methodology is employed to quantify
administrative burdens, and a target was set to provide an assessment of these
costs from selected Community legislation by end 2008. The Commission has
taken several steps including launching a website for stakeholder input and setting
up a committee of independent experts to contribute to the quality of the process.
A list of fast track actions or quick wins has also been prepared as an initial contribution to reaching the reduction target by producing quick short term results.
The Commission claims that administrative burden savings of €30bn have been
achieved but this is based on measures “presented or foreseen”.44 Unsurprisingly,
83% fall in the latter category. More modestly, in 2008 the UK government
departments announced savings in administrative burdens of £1.9bn, but the UK
National Audit Office advised that such announcements should be treated as no
more than “indicative estimates”. At the time of the National Audit Office report
(October 2008) 40% of UK businesses reported that complying with regulations
had become more time consuming.45

42

"Enhancing IA", European Commission IA
Centre Borschette, Brussels

Discussion with Stakeholders, 28 June 2007,

43
European Commission, Action Programme for Reducing Administrative Burdens in the
European Union , COM (2007) 23 final
44

Reducing Admin Burdens in the European Union, Annex to the 3rd Strategic Review on
Better Regulation, Commission Working Document, COM(2009) 16/3, Brussels, 28 January
2009

45
The Admin Burdens Reduction Programme, 2008; National Audit Office, London, October,
page 8
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How this affects business in reality remains to be seen. The Dutch government,
who initiated this approach, claims to have achieved the 25% savings target but
Dutch business interests say that they have seen little difference. Similarly, many
of the savings claimed by the UK civil service are based on very theoretical
assumptions about, for example, the use of websites still in rudimentary form.46
On the plus side we now have a range of estimates for administrative burdens. On
the other hand those estimates, even if reconciled to a credible total, can only be
converted to total costs of regulation with some heroic assumptions.
In 2005 Henk Kox presented a model to estimate the regulatory costs for all EU
member states, considering only the burdens arising from mandatory information
requirements, i.e. administrative burdens. The SCM method, slightly adapted for
international comparisons, suggested a model for aggregation of EU level costs by
building on earlier studies by a World Bank team and OECD.47
The paper suggested that the cost estimate should be built up from company data
for particular mandatory information events using a common methodology, and
aggregated to calculate the government department level administrative burdens.
The total costs for all departments will then add up to the national total. A similar
methodology would be employed to estimate the burdens for other EU states.
However, owing to the lack of such data across the EU member states, Kox used
the estimates calculated for the Netherlands as a point of departure, and based
the estimates for other EU countries using the inter-country differences from the
World Bank/OECD report. This methodology estimated administrative burdens for
other EU member states (in the range of 1.9% to 4.4% of GDP). This methodology
is used to provide rough estimates for comparison and aggregation purposes for
the EU.48 This compares well with the EU’s overall estimate of 3.7% noted above
but we should not draw too much comfort from that as the estimates may not be
independent.
Taking the EU GDP at €12.5trn., 3.7% translates to €463bn.49

46

NAO, op cit

47

CPB Memorandum, EU Competitiveness Report 2005, DG E&I (WIFO), Intra-EU differences in
regulation-caused administrative burden for companies, Henk Kox, December, 2005
48
European Economy, Economic Papers, Quantitative Assessment of Structural Reforms:
Modelling the Lisbon Strategy, by Alfonso Arpaia, Werner Roeger, Janos Varga, Jan in 't Veld,
Number 282 - June 2007
49

Eurostat available at:
http://epp.eurostat.ec.europa.eu/portal/page/portal/esa95_core_national/data/main_tables
last accessed April 2009
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3. The Social Chapter and Recent Entries
The Social Chapter presents problems for our purposes here because it arose from
Maastricht in February 1992 and was presumably implemented in all the then EU
member states, except the UK which opted out, before our start date of 1998.
Since this paper accumulates the cost of EU regulations borne by EU businesses
for the past 11 years, it is logical to use the dates when the burden was implemented.
In the case of the Social Chapter and the UK, the EU agreed the opt-out until 1998
and it is therefore logical to include the costs for the UK and the states that joined
in 2004 and 2007, but to exclude them for the other member states.
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4. Estimation of Total, and by Member State,
EU Legislative Burden on EU Business
Total EU
We should remind ourselves that the objective of this paper is to identify the total
costs of EU regulation on EU business of regulations arising in the 11 years since
1998. This excludes the burden from pre-existing laws and from national
regulation. The general formula is therefore:
11

Σ {NRC

11

2008-n

}+

n=1

Σ {n x RC

2008-n

}

n=1

where NRC2008-n and RC2008-n are the non-recurring and recurring cost in year 2008-n
respectively.
Since we are unable to build up the total, as can be done in the UK, directly from
EU or member state national IAs, three routes are open to us:
1. Gross up from EU estimates of administrative burdens as described above. For
simplicity we have assumed that the administrative burden has grown pro rata
with GDP, i.e. “AB%” is constant and administration is 30% of the total burden.
We have therefore accumulated the incremental administrative burden on a
straight line basis, i.e. the accumulated burden is
11

Σ {n x GDP

2008-n

} x AB% x (100/30)

n=1

Since the 3.7% (12.3% total if administration 30% of total) looks about right,
bearing in mind it also includes all member state regulation and EU legislation
since 1952. Assuming the EU burden is 69.4%50 of the total burden and the last
11 years is 20% of the total burden, then the cumulative burden becomes
€1.6trn. It should be noted that this figure is likely to underestimate the true
costs of regulation as administrative burdens data do not include the costs of
change associated with implementing new regulations.51
2. Gross up UK IA52 estimates of the cumulative 11 year total regulatory costs to
business to the EU as a whole, adjusting for the Social Chapter, omitted IAs
(below a €10M cost cut-off point) and accession dates. The UK has 14.5% of the
EU GDP.53 The UK 2008 Barometer54 including and excluding the Social Chapter
is €99.89bn and €63.4bn respectively. Grossing these figures up to the EU
using the Kox methodology gives €1,036bn, net of any benefits to business
identified in IAs and including the Social Chapter costs as described above.

50

Based upon EU proportion of the costs of regulation to business in the UK Burdens Barometer
for the last 11 years
51
International Standard Cost Model Manual, page 11
52
The rules for conducting UK IAs including estimation of casts and benefits can be found at :
http://www.berr.gov.uk/files/file44544.pdf, last accessed 26th March 2009
53
See footnote to Table 5
54
A description of the UK Barometer methodology is included in the appendix to this report
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3. Gross up estimates of the net cost to businesses of EU regulations from the UK
IAs to the EU 27 based on the relative GDP of member states, i.e. assuming
that all EU countries implement regulations with the same level of efficiency,
which is known to be untrue.55 However, even this highly conservative approach
yields cumulative net costs to EU business of €462bn.
We acknowledge that all these bases, especially the last one, are shaky but taken
together they place bounds on our overall estimate.
Table 4 shows the outcome of each method to establish the cumulative burden and
then our best estimate after considering all these approaches.
Table 4 – Estimates of EU Costs of Regulation on EU Business 1998-2008
Methodology

Costs
€bn.

1.

1,606

Grossing the EU’s administrative burden estimates up to
total regulatory costs to business for the EU 27

2. UK IA data for EU regulations estimated for the EU 27
using the Kox administrative burdens approach

1,036

3. Grossing UK IA data up to the EU 27 using national GDP data

462

Best estimate (€ billions)

1,036

55

See for example, Doing Business in 2009, the World Bank rankings available at
http://www.doingbusiness.org/economyrankings/, last accessed 19 February 2009
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Member States
Assuming this best estimate overall, we can now apply the multipliers established
in the third methodology to break the total best estimate down by member state
allowing for the special treatment of the Social Chapter and the accession dates
of the more recent members.
Table 5 – Estimates of EU Regulatory Costs to Business by Member State 1998-2008
Member state

GDP
2008 €trn.

Share of
EU GDP %

Accession
Date

% of
Total58

Austria

0.28

Belgium

0.35

Bulgaria

0.03

Cyprus

0.02

Costs
€bn.

2.26

1/1/95

2.92

30.26

2.76

23/7/52

2.17

22.50

0.27

1/1/07

0.07

0.75

0.14

1/5/04

0.12

1.23

Czech

0.15

1.19

1/5/04

0.75

7.72

Denmark

0.23

1.87

1/1/73

1.00

10.33

Estonia

0.02

0.13

1/5/04

0.12

1.25

Finland

0.19

1.49

1/1/95

0.63

6.51

France

1.96

15.61

23/7/52

16.26

168.45

Germany

2.49

19.92

23/7/52

20.75

214.94

Greece

0.24

1.94

1/1/81

3.72

38.51

Hungary

0.11

0.84

1/5/04

1.09

11.27

Ireland

0.19

1.48

1/1/73

1.00

10.39

Italy

1.57

12.57

23/7/52

16.28

168.60

Latvia

0.02

0.18

1/5/04

0.18

1.82

Lithuania

0.03

0.26

1/5/04

0.12

1.22

0.04

0.29

23/7/52

0.12

1.28

0.006

0.05

1/5/04

0.04

0.42

Luxembourg
Malta
Netherlands

0.60

4.75

23/7/52

4.95

51.29

Poland

0.36

2.88

1/5/04

2.74

28.40

Portugal

0.17

1.33

1/1/86

1.72

17.82

Romania

0.14

1.10

1/1/07

0.47

4.89

Slovakia

0.07

0.52

1/5/04

0.45

4.70

Slovenia

0.04

0.30

1/5/04

0.24

2.46
117.44

Spain

1.10

8.76

1/1/86

11.34

Sweden

0.33

2.63

1/1/95

1.11

11.48

UK

1.81

14.49

1/1/73

9.64

99.89

12.5157

100

100

1035.83

Total

56

Share of EU adjusted for Social Chapter and post 1998 accession dates based upon Kox
All these estimates of GDP are from the same source as used earlier for the EU GDP, namely
Eurostat, figures do not total due to rounding

57
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UK bias?
Reading this paper, it would be reasonable to form the view that it was excessively
biased to the UK. That impression arises because we have had to use the data
available and, especially in the case of IAs, UK data was available and the
equivalent data from the other member states were not. Regrettable as it may be,
one has to make bricks from the straw one can acquire. Part of the development
process for this paper has been to send a draft to the Chambers of Commerce of
all EU member states. We have invited them to correct any errors or misperceptions
and to remove any possible bias by contributing more and better data from their
countries. The published version has had the benefit of that process.

50

Based upon EU proportion of the costs of regulation to business in the UK Burdens Barometer
for the last 11 years
51
International Standard Cost Model Manual, page 11
52
The rules for conducting UK IAs including estimation of casts and benefits can be found at :
http://www.berr.gov.uk/files/file44544.pdf, last accessed 26th March 2009
53
See footnote to Table 5
54
A description of the UK Barometer methodology is included in the appendix to this report.
55
See for example, Doing Business in 2009, the World Bank rankings available at
http://www.doingbusiness.org/economyrankings/, last accessed 19 February 2009
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5. Conclusions
Our best estimate of the net cost of EU regulations introduced in the last eleven
years that fall on business is just over €1trn (€1,036bn). This has been estimated
using the cost (net of benefits) estimates calculated by UK civil servants and
included in UK IAs, adjusted to the level of the 27 member states using the Kox
(2005) methodology that was adopted by the EU for the purpose of estimating
administrative burdens. This is our central estimate, the range being €1.606trn €.462trn.
Since all regulatory costs fall ultimately on consumers58 (i.e. EU citizens) every
man, woman and child59 in the EU has effectively paid, over the past 11 years, an
additional €2,082 for goods and services as a consequence of EU regulations with
which EU businesses are required to comply.
EU regulations are intended to bring benefits to EU citizens, but these may not be
equal the costs imposed because:
1. Until recently, relatively few EU Regulations and Directives were subject to EU
IAs60; According to the EU IA Board’s list, 252 assessments were conducted in
2008 but a number of these were redrafts so that only 122 matters were the
subject of IAs.61 Of these 43 dealt with Directives, 33 Regulations and one with
a White Paper. 44 were unrelated to laws or prospective laws at all. These
figures should be compared with a search of the Official Journal showing that
for 2007 and 2008 respectively, there were at least 75 and 120 Directives and
1,580 and 1,008 Regulations.
2. Where an EU IA does exist, it rarely estimates the costs and benefits. EU
politicians are therefore making decisions without the necessary information
on which to base their judgements. It would appear that EU regulation is a
political process with little regard to the economic consequences for businesses
and ultimately the people in the EU;
3. There is no link between member state analysis of the costs and benefits of
regulations and the EU IA process. The EU IA guidelines make no reference to
using member state IAs, for example.62 The Commission is, therefore, making
ill-informed judgements about the effects of proposed legislation;

58

Tim Ambler, Francis Chittenden, and Chanyeon Hwang, Regulation: another form of
taxation, British Chambers of Commerce, March 2005

59

Based upon Eustostat data in 2008 there were 497 million EU citizens, available at
http://epp.eurostat.ec.europa.eu/portal/page?_pageid=1996,39140985&_dad=portal&_schem
a=PORTAL&screen=detailref&language=en&product=REF_TB_population&root=REF_TB_popu
lation/t_popula/t_pop/t_demo_gen/tps00001, last accessed 21 February 2009
60
Tim Ambler, Francis Chittenden, and Deming Xiao, The Burden of Regulation: Who is watching out
for us? British Chambers of Commerce, April 2007
61

http://ec.europa.eu/governance/impact/cia_2008_en.htm, accessed 26 March 2009. This
list of IAs does not appear to reconcile with the summary in the Board s annual report
(Commission Staff Working Document, Impact Assessment Board Report For 2008, Brussels,
28.1.2009, Sec(2009) 55) which said:
In 2008, the Board examined 135 draft impact assessments, compared to 102 in 2007. The
number of impact assessments that the Board asked to examine for a second or third time
increased even more: from 10 (or 10%) in 2007 to 43 (or 32 %) in 2008. As a result, the
Board issued a total of 182 opinions in the course of the year. In spite of the increase in
numbers, the Board examined all impact assessments that were submitted to it. It did not need
to prioritise the cases to be examined, as it announced might be the case in its report for 2007,
although the Board's capacity was at times stretched to the maximum

62

Section 4 (Gathering information and consulting with Stakeholders), European Commission
IA Guidelines, 15 January 2009, Sec(2009) 92
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4. This situation is mirrored in member states. As noted above, even though most
EU governments state that they have a better regulation agenda, there is little
consistency in the approaches adopted across the EU. The main focus appears
to be on reducing administrative burdens even though these account for only
about one third of the costs of regulation;
5. Of the countries responding to our survey (see Table 1 above) only three,
Austria, Germany and the UK, have IA systems that are transparent, i.e. easily
open to democratic scrutiny. Consequently in most jurisdictions where IA
exists, the preparation of IAs is dominated by political interests rather than
challenging the need for regulation nor identifying the most appropriate
regulatory solution.
Finally, even though the EU holds the keys to creating a true single market (e.g. in
the area of services), the continued high levels of poorly designed regulation and
maintenance of the patchwork of different national regulatory regimes by the
continued use of Directives that are transposed in different ways by member
states, simply ensures that EU competitiveness is hampered without certainty
that the intended regulatory benefits are either achievable or achieved.
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Appendix
Methodology for preparing the UK Barometer of EU
Regulatory Costs to Business 1998-2007:
The UK Barometer is cumulative and compiled from data in the IAs produced by
UK government departments up to the end of June 2008, with the net costs
extended to for a full year to 30 June 2009.
The costs to business identified in the IAs are net of the benefits that accrue to
business.
Where IAs have given a range of costs, the mid-point figure is used.
In those cases where certain provisions come into force later than the regulation
itself, the reduction in compliance costs has been ignored.
IAs that reported a net annual plus one off cost to businesses by July 2008 of
above €10M were included.
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