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Foreword 
In today’s time, all- round development and 
inclusive growth have become a priority for 
almost all countries across the globe. Though 
economic and financial regulations worldwide are 
putting the impetus on attaining communal goals 
by delivering consumer protection and improving 
economic performance through promotion of 
competition, the practice is in turn leading to the 
creation of unintended and unavoidable barriers 
to trade and burdens to businesses. 

The quality of regulatory decision making has 
thus become a need of the hour calling out for 
a serious transformation. Having realised the 
importance of assessing and understanding 
the alternatives available, costs of compliance 
and enforcement, potential impact of new 
or changed regulation, many countries  have 
adopted Regulatory Impact Assessment (RIA) 
as an approach towards having a more effective 
and efficient legal governance. Today more 
and more countries especially the developing 
nations and Organisation for Economic Co-
operation and Development (OECD) countries 
are implementing RIA which is helping them 
foster more open and competitive policy dialogue, 
thereby improving the quality of regulatory 
content, design and implementation. 

RIA as a tool has not only helped countries 
facilitate better understanding of the impact 
of regulatory actions, it has also enabled the 
integration of multiple policy objectives and 
enhanced accountability of governments and 
regulators. 

To reach a sustainable level of RIA quality, 
India needs a clear strategy aimed towards 
institutionalisation of RIA capacities and 
incentives within the prevailing government 
machinery.  In the past several expert 
committees and independent studies have 
highlighted the benefits of RIA and have 
recommended its adoption for India. 

This knowledge paper aims at giving a holistic 
picture of RIA, its usage and how it acts as a 
great tool for having better regulations, if utilised 
properly. With such a proactive and  pre-emptive 
approach, we look forward to making India a 
country having simplified procedures, more 
transparent and effective governance besides 
clearing out obsolete and antiquated laws 
in furtherance of the concept of  ‘minimum 
government, maximum governance’ 

Shailendra Singh 
Additional Secretary, 
Department for Promotion of Industry 
and Internal Trade, 
Ministry of Commerce and Industry, 
Government of India 
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Preface 
India has set itself the ambitious target of 
scaling up growth to become a 5 trillion USD 
economy over the next five years. Given the 
challenges currently confronting the global 
economic order, we have to go that extra mile for 
fostering economic activity, for unleashing our 
entrepreneurial energy, and for promoting inward 
investment. 

One of the key areas where policy reform can 
yield immediate economic and social benefits 
is in the realm of regulatory compliance. 
Regulations governing investments and 
economic activity tend to be added on in an 
accretive fashion over the years by different arms 
of government, thus tending to become opaque, 
unwieldy, and complex. 

One of the very successful policy initiatives that 
have been adopted globally is the Regulatory 
Impact Assessment approach, which is 
essentially a tool that scans the regulatory 
landscape with a view to simplify and unify 
regulations, keeping in mind the requirements 
of government, the citizen, and the entrepreneur. 
The RIA approach has proved very useful 
in reducing the regulatory burden in some 
developed countries, and given the scale and 
complexity of the Indian economy, there is little 

doubt that the adoption of this approach will yield 
immediate and tangible benefits to all concerned. 

A key principle of the RIA paradigm is to involve 
the community in designing and reforming the 
regulatory architecture. Another useful precept 
would be for regulations to migrate to a self-
certification mode wherever possible. 

In this paper, we have attempted to sketch some 
broad principles of RIA, as well as an approach 
for adopting RIA in India. It is hoped that this 
will prove useful for policy makers to plan 
for implementing some of these ideas in our 
complex regulatory landscape. 

Elias George 
Partner and National Head 
Infrastructure, Government and 
Healthcare (IGH) 
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1. How can new enactments achieve the intended 
objective? 
Effective regulation helps in achieving the policy 
objectives that led to its inception. A structured 
process with the support of a well-planned 
enactment shall help enhance the overall 
performance manifold by outlining and following 
key requirements and keeping in mind the need of 
the act while removing obstacles, if any.  

2.How will it impact businesses and society at 
large? 
An effective regulation aims at improving society’s 
economic and social welfare as a whole by ensuring 
that the overall benefits of the regulation are higher 
than the total costs of the regulation for the society 
as a whole. Impactful regulations thus promote 
adoption of a better regulatory mechanism, bringing 
in more transparency and efficiency in government 
procedures thus leading to building of more trust 
and confidence among citizens, development of 
better approaches towards regulation and help 
making difficult choices imperative for the overall 
growth of society and the economy as a whole.  
Such regulations thereby can help reduce the 
administrative burden on the government and the 
cost of compliance for businesses, society and 
other stakeholders involved in bringing about better 
adherence and improved outcomes. 

3.What monetary/non-monetary burden will it 
have on business? 
Efficiency and effectiveness are the key factors 
for any regulation, as there exist confines to the 
amount and type of regulation the economies can 
absorb and governments can enforce. Effective 
regulation provides regulators the liberty to 
compare the overall economic burden of any 
act, besides ensuring benefit assessment of 
alternatives in terms of their enforcement costs. 
Regulations impact businesses throughout their 
entire life cycle. It is just not the administrative cost, 
but also the collective and overall cost of complying 
with regulations that is a matter of concern for most 
businesses. Effective regulation thus lays emphasis 
on considering all modes of implementation 
and assessing the associated costs beforehand. 
The economic benefits of better regulation is 
substantial, which means even small improvements 
in regulatory efficiency can have large payoffs in the 
country’s overall income. 

4.How will the new rules work in the existing 
system? 

Enhanced regulation aims at bringing about synergy 
in operations and strengthening the existing 
regulatory practices rather than replacing them 
completely. Effective rules compliment current 
decision-making frameworks to make them 
more efficient and transparent, while increasing 
regulators’ accountability at the same time. Thus, 
best practice regulatory systems have different 
elements designed and implemented to be 
mutually supportive of each other aiming at better 
governance. 
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RIA or Regulatory Impact Analysis or Regulatory 
Impact Assessment is an assessment generally 
undertaken before a new regulation or ordinance is 
introduced in a system. It helps in conducting critical 
assessment and analysis of the possible positive as 
well as negative effects of the proposed and prevailing 
regulations and other unregulated options.  

RIA thus plays a significant role in improving the 
overall rule-making process thereby promoting 
transparency and good governance. The approach 

allows governments to ensure formulation of efficient, 
obvious and accountable laws and regulations. 

RIA has gained a lot of importance worldwide and 
has been heavily promoted by many international 
organisations. RIA as an instrument of public policy 
analysis provides impetus for improving the quality 
of regulations, and is usually followed by a process 
aimed at reducing regulatory encumbrance on the 
implementing bodies of a particular sector, thereby 
improving the competitiveness of any establishment 
as a whole. RIA helps policy makers ask logical 
questions about the different policy options 
available and possible consequences of government 
intervention thereby assessing the output which later 
becomes the base for comparing different strategy 
choices. 

Needs and objectives of RIA1 

Development of democracy 

Social and economic transformations 

Eliminating burdensome regulations 

Consistent rule making process and 
new policy tools 

Enhancement of benefits over cost 

Systematic appraisal of the potential 
impacts of a new regulation 

1. Development of democracy: Regulatory 
processes help making an existing democracy more 
efficient, leaner and easier to comply with. Efficient 
regulations pave the way for new regulatory policies 
and procedures applicable to a democratic culture, 
thus making the overall demographic system 
more open, transparent, with better participation 
of all stakeholders and enhanced trust among the 
citizens. 

1. Regulatory Impact Analysis in OECD Countries Challenges for developing countries, 
OECD,Delia Rodrigo, June 2005 
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2.Economic and social transformation: In order to 
meet various transformations that the economy and 
society are undergoing today, governments need to 
implement reforms that may be required to make 
an overall approach transition to meet increased 
compliance and reduce all possible regulatory 
inefficiencies. RIA thus aims at bringing about a 
behavioural change among regulators, the economy 
and society at large from regulations being 
cumbersome, costly and time consuming to being 
a means of simplifying the overall governance, 
strengthening the existing socio- economic 
ecosystem and enhancing the quality of life, thus 
leading to more openness and better adaptability 
of such regulations in the prevailing system. RIA 
may also be used to analyse impacts of a proposed 
policy or regulation in terms of its costs, benefits 
and risks towards gender equality and progression 
of women in the society and economy. 

3.Eliminating burdensome regulations: 
Identification of problem areas, eliminating complex 
regulations and suggesting suitable reforms is 
the need of the hour for all government bodies to 
be able to work more effectively and efficiently. 
Having in place a consistent rule-making process 
and replacing the onerous rules with new policy 
systems which are simpler and easily accessible 
shall help manifold in ensuring better governance. 
RIA as a tool thus helps regulators make decisions 
in favour of creating more effectual policy options 
thus doing away with the ineffective alternatives. 

4.Consistent rule - making process and new 
policy tools: RIA plays an active role in the 
overall decision-making process. Conducting an 
impact assessment during the initial stages of the 
policy-building process, adoption of innovative 
strategy tools and embracing consistency in the 
regulatory approach often leads to effective policy 
recommendations, development of better or smart 
regulatory framework aimed at increased efficiency 
in the overall governance. 

5.Enhancement of benefits over cost: The 
cost-benefit analysis is often a guiding norm for 
regulators. RIA encourages policy makers to 
conduct a cost and benefit analysis as a part of 
the core rule-making process. The analysis helps 
advisors make regulatory decisions in a more cost-
effective manner, thereby reducing unnecessary 
regulations. An effective RIA thus translates in 
outnumbering benefits over costs. 

6.Systematic appraisal of the potential impacts 
of a new regulation:  RIA largely helps in carrying 
out a comprehensive and coherent valuation of 
the potential impacts of a fresh regulation. It helps 
measure whether the regulation is likely to achieve 
the desired objectives, notify the possible gaps and 
identify deviations in the profit–risk balance which 
are apparent during routine use. After the critical 
assessment of all possible risks, proper regulatory 
action is undertaken to lessen all possible threats. 
The above steps lead to an effective decision-
making process, largely demonstrating the impact 
of the proposed decisions on the larger audience 
and the economy. 
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Over the years, there has been a tendency to enact a 
rule or amend one by passing a government order. Many 
regulations and acts are more than 50 years old and 
may not be in sync with the current economic goals and 
opportunities. Therefore, it would be prudent to carry out 
a current state assessment of the existing regulatory 

landscape and assess the need for all regulations. 
This presents an opportunity to implement RIA using 
which the existing regulations can be made leaner and 
a practice of enacting leaner rules going forward may 
be implemented. The various prospects and benefits 
of RIA for the government can thus be summarised as 
under: 

Focusing on inclusive growth 

Promoting efficiency and effectiveness of the 
regulations 

Integrating multiple policy objectives 

Promoting better policies for better lives 

Clarifying factors relevant to policy decision-
making 

Exposing the benefits of choices and effects of 
actions 

Providing clear justification for any proposed 
intervention 

Ensuring regulations achieve their objectives 

Focusing on monetary/ non-monetary 
determinants of inclusive growth 

Improving government accountability 

Pushing regulators towards balanced decision-
making 

Transforming stakeholders’ understanding of 
actions 

Improving the understanding of real-world 
impact of government actions 

Making more effective and efficient policies 
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Early integration of RIA helps provide an initial 
overview about the possible effects that the legislation 
may have. It thus becomes imperative that RIA is 
taken into consideration during the early stages of 
formulation of any new regulation. RIA may thus be 
proposed in the policy-making process as under: 

• Discussion 

• Agreement 

• Policy 
implementation 

• Information 

• Analysis 

• Consultation 
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Methodology and framework 
1. Outlining a governing problem: This is the first 

and the most crucial step as the problem should be 
clearly defined and stated at the outset. 

2.Defining the objectives: The next logical step 
is to set clear objectives - general, specific and 
operational that are coherent with the existing 
governmental policies and strategies. 

3.Establishing all possible options: Once the 
problem has been identified and objectives stated, 
it is important to list down all possible interventions 
in the form of concrete policy options. 

4.Data gathering: After taking cognisance of the 
different options available, the correct approach 
for data collection through public consultations, 
interviews, discussions, questionnaires, etc. must 
be identified and adopted. 

5.Impact analysis and comparison of various 
options:  A detailed analysis of all possible options 
in terms of their proposed impacts i.e. economic, 
social and environmental, their occurrence, 
administrative burdens and whom they shall affect 
may be done, besides having a detailed comparison 
between the different options available. 

6.Recognising favoured regulatory options: 
Once different options have been identified and 
compared, the most efficient option may be 
listed which can be later chosen to have a better 
regulatory impact. 

7. Sharing results with the policy makers: After 
the preferred option has been identified, it may 
be further communicated to the policy makers for 
adoption and usage. Once taken into consideration 
by the policy makers, the results of RIA may 
be published. This allows further exchange 
with stakeholders and improves the general 
transparency of the overall regulatory process. 

RIA: Methodology and framework 

Problem identification 

Defining objectives 

Identifying options 

Data gatheing 

Impact analysis 

Recognising preferred option 

Sharing results and implementation 
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What? 
Proper implementation of RIA is ensured by following 
the minimum parameters such as: 

1. Defined assurance and support from top leadership 
in the government 

2. Incorporation of RIA in the policy-making process 
and ensuring consistency 

3.Framework based on defined guidelines, 
procedures, tools, methods and requirements for 
RIA 

4. Defined consultation process and data-collection 
mechanism to incorporate feedback and collect 
accurate data from relevant stakeholders 

5.Capacity-building activities and continuous 
monitoring  

6.Application of RIA into existing and suggested laws. 

Who? 
Conducting an effective and transparent RIA process 
is best administered by ministries, regulatory 
agencies or specialised government bodies capable 
of providing officials with high value, unbiased and 
trustworthy advice about regulatory issues, as well 
as maintaining the quality of analysis, all of which 
are critical for drafting new regulations or amending 
existing ones. Such agencies are responsible for 
steering, monitoring and commenting on impact 
assessments related to specific areas of regulations 
and are therefore best suited to understand regulatory 
problems and offer possible solutions. 

Moreover, ministries or regulatory agencies have a 
better understanding of the possible impacts as they 
maintain direct contact with the targeted audience. 
Such entities are also responsible for providing 
guidance to experts conducting assessments and 
ensure that the ministries comply with the guidelines 
through a regular monitoring mechanism. 

How? 
RIA is usually measured keeping in mind, specific 
guidelines for conducting impact assessment and the 
legal requirements to do so. The importance of RIA 
guidelines goes beyond simply helping government 
officials follow rules and regulations. They strengthen 
the entire impact assessment process and increase 
the benefits resulting from RIAs. 
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Implementation of RIA is not easy and different 
regulatory frameworks may display variation in their 
approaches. While the best practice elements may 
be missed out, it is also possible that there’s no fully 
operational RIA system in place. 

Besides, it is observed that assessments of potential 
impact of regulatory changes are more concentrated 
in developed countries than the developing ones 
and are performed differently, depending on legal 
obligations, financial availability and the capacity of the 
regulatory agencies.2 The major challenges faced by 
countries while implementing RIA can be thus broadly 
categorised as:

 Limited knowledge and acceptance among 
public institutions 

Lack of dependable information necessary to 
build base for RIA

 Lack of coherent, evidence-based participatory 
policy process 

Indifference by the public administration 

Opposition from politicians concerned about 
losing control over decision-making 

Lack of time to enact a regulation – regulations 
are mostly reactive than proactive 

Insufficient institutional and skilled manpower 
support to implement RIA 

Introduction of impact assessment thus requires 
amendments in the existing regulatory frameworks 
by making a paradigm shift in the behaviour of the 
officials that is, from strategy-oriented mind-set to a 
more production-oriented approach. 

2. Global Indicators of Regulatory Governance: Worldwide Practices of Regulatory Impact 
Assessments, World Bank Group , May 2019 
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A good RIA is inclusive of the best information 
available at the moment. Despite being concise, it 
is quite specific and can be used as a stand-alone 
document clearly explaining the problem and ways to 
address the same through the proposed measure. It 
supports policy proposal through a series of clear and 
logical arguments supported by data. 

Public availability of RIA on a unified website for 
all proposed regulations3 

Having a specialised government body tasked 
with reviewing and monitoring 

Conducting RIAs by other individual agencies or 
government bodies 

Having explicit criteria or thresholds for 
determining which proposed regulations 
receive impact assessment 

Periodic review to assess whether RIAs are still 
needed or they need revision. 

Maximise political 
commitment to RIA 

Train the 
regulators 

Pass on the 
results 

Design and 
put into effect 
data collection 

techniques 

Involve the  
community 

widely 

Use a constant 
but adjustable 

systematic method 

Use RIA to current 
as well as new 

regulations 

Target 
RIA efforts 

Allocate 
responsibilities 

for RIA elements 
carefully 

Combine RIA with 
the policy making 

process, during the 
early stages itself 

Introduction of impact assessments thus requires 
amendments in the existing regulatory frameworks 
by making a paradigm shift in the behaviour of the 
officials that is, from strategy-oriented mind-set to a 
more production-oriented approach. 

3. OECD, Regulatory Impact Analysis: Best Practice in OECD Countries, Paris, 1997 
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RIA is now getting implemented worldwide with more 
and more countries benefitting through adoption and 
successful implementation of regulatory reforms in 
their policy-making processes4 . 

The following cases give an overview of how various 
countries from across the globe have adopted RIA as a 
part of their policy-making process, thereby increasing 
their overall effectiveness5: 

AUSTRALIA 

• Requirement administered by the Office of Best 
Practice Regulation (OBPR) in the Department of 
the Prime Minister 

• OBPR conducts training and provides guidance 
to agencies in preparing Regulation Impact 
Statements (RIS) 

• The Australian government reports frequently 
on implementation of regulatory reforms and 
administration of RIA which are publicly available. 

UNITED KINGDOM 

• Better Regulation Unit (BRU) in each department 
to oversee the department’s processes for better 
regulation and compliance with requirements4 

• Regulatory Policy Committee (RPC) to examine 
the evidence and analysis, supporting regulatory 
changes affecting businesses 

• Independent scrutiny of RIAs and Post 
Implementation Reviews (PIR) by RPC. 

UNITED STATES OF 
AMERICA 

• Office of Information and Regulatory Affairs (OIRA) , 
the central authority for reviewing executive branch 
regulations and coordinating retrospective review 

• The U.S Federal Communications Commission 
(FCC) has voted to establish the Office of 
Economics and Analytics to bring cost-benefit 
analysis to the agency, thus improving the quality 
of rule-making at the FCC and re-evaluate existing 
rules. 

4. Institutionalising Regulatory Impact Assessment in India, CUTS C-CIER, February 2018 

5. Global Indicators of Regulatory Governance: Worldwide Practices of Regulatory Impact 
Assessments, World Bank Group 

© 2020 KPMG, an Indian Registered Partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved 



 

 

 

 

 

 

 

 

11  |  Achieving the next level of impactful regulations 

SOUTH KOREA OTHERS6 

• RIA to be conducted as per Basic Act on 
Administrative Regulations (BAAR) while 
establishing a new regulation/ reinforcement of 
existing regulations. Decisions on the target, scope 
and method of regulation are made basis the above 
RIA 

• Presidential Regulatory Reform Committee (RRC), 
for reviewing regulatory proposals and existing 
regulations. 

6. Global Indicators of Regulatory Governance: Worldwide Practices of Regulatory Impact 
Assessments, World Bank Group, May 2019 

• Lithuania: The 2014 law on the basics of legislation 
registration and publication of laws. 

• Morocco: Organic law on the organisation and 
conduct of the government. 

• Romania: Three pilot impact assessment studies 
conducted under the coordination of the Prime 
Minister’s Chancellery to test the new regulatory 
impact guidelines developed in 2015. 

• South Africa: Compulsory to subject any proposed 
regulation to Socio Economic Impact Assessment 
(SEIAS) after the cabinet resolution of 1 October, 
2015. 

• Spain: Evaluation of approved regulations’ 
reports to be made available to the public for a 
pre-consultation on regulatory initiatives besides 
creating a broader opportunity of regulatory impact 
assessments to be inclusive of competitiveness, 
market unison and analysis of SMEs under Law 40. 
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Today, 92 of the 185 countries surveyed by the Global 
Indicators of Regulatory Governance (GIRG) conduct 
an impact assessment of proposed regulations.7 A 
few examples of international outcomes using RIA are 
as under:8 

• European Commission (EU): The Registration, 
Evaluation, Authorisation and Restriction of 
Chemicals (REACH) regulation from the EU has 
been revised to make it easier to comply with. For 
the European chemicals industry, it meant a total 
cost of EUR10 billion when it was first drafted. The 
rule was later modified to make it easier to comply 
with, without altering the significant benefits 
leading to a substantial drop in the total cost to 
EUR2 billion only. RIA costs the commission about 
EUR1 million, thereby producing a high social return 
on investment and saving thousands of jobs8 . 

• Australia: Between 2005-06 and 2009-10, the 
RIA process attained projected gross savings 
of AUD902 million over the 10 year life of the 
regulations. For every dollar financed in the RIA 
procedure, gross investments to the private sector 
and government were recognized to be between 
AUD28 and AUD568 . 

• South Korea:  The removal of quite a few 
regulatory blocks in South Korea was estimated to 
improve Foreign Direct Investment (FDI) by US$26 
billion over five years6. 

• The U.K.: The One-in, Two-out policy of the U.K., 
promoting removal of GBP2 costs for imposition of 
GBP1 costs via state-led interventions, has brought 
about a net reduction of GBP836 million in costs to 
business between 2010 and 20149 . 

• Moldova: New regulatory proposals decreased 
by 39 percent the year following introduction of 
compulsory RIA.10 

7. Global Indicators of Regulatory Governance: Worldwide Practices of Regulatory Impact 
Assessments, World Bank Group 

8. The RIA revolution, Scott Jacobs, 19 November 19 2015 

9. Institutionalising Regulatory Impact Assessment in India, CUTS C-CIER, February 2018 

10.Global Indicators of Regulatory Governance: Worldwide Practices of Regulatory Impact 
Assessments, World Bank Group Institutionalising Regulatory Impact Assessment in 
India, CUTS C-CIER, February 2018 
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RIA in OECD countries plays a key role in the policy - 
making process and is conducted through a wide 
range of methods. OECD countries have come a long 
way towards establishing better quality regulations, 
forming sound regulatory policies along with 
strengthening of government-wide regulatory reforms 
through the appointment of ministers and/or high-level 
officials.

 Though almost all Organisation for Economic 
Co-operation and Development (OECD) countries 
have today accepted one or the other forms of RIA, 
successful implementation of RIA still remains a 
challenge for nearly all member countries. 

RIA issues and challenges for OECD 
countries 

Ensuring compliance and scope for 
coverage 

Developing good quality RIA and data 
collection strategies 

Instituting effective training programmes 

Assuring the required level of political 
support 

1. Ensuring compliance and scope for coverage: 
Proper compliance and effective enforcement 
are the key parameters towards achieving better 
regulation. RIA guidelines must clearly identify 
and remove regulations having poor prospects 
for compliance. Creating and implementing a 
comprehensive RIA programme is not easy. RIA is 
costly for businesses and governments, which may, 
in turn, impact countries from ensuring effective 
compliance. OECD member countries have had 
diverse experiences in this area. Often regulatory 
agencies having insufficient resources, or due to 
absence of monitoring and enforcement strategies 
tend to have low enforcement of compliance and/or 
detection of non-compliance. 

2.Instituting effective training programmes: 
To conduct high quality RIA, regulators must 
possess the requisite skillset along with a thorough 
understanding of the methods, processes and 
importance of RIA. A substantial diversity in the 
guiding and training of RIA-related activities among 
OECD countries has been observed and a constant 
need for renovation and improvement is often 
felt. For countries with limited capacities and lack 
of sustainable trainings, the essential systematic 
methods may become very complex and costly to 
be implemented. 
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3.Developing good quality RIA and data-collection 
strategies: Data collection is a very important yet 
challenging task for RIA. The quality of the data 
used for evaluation of the impact of a projected or 
current regulation largely defines the efficacy of RIA. 
Despite being an important tool, a successful data-
collection strategy still remains a challenge for many 
OECD countries. Often, the data for conducting a 
good analysis is lacking and collection strategies 
become overly time-consuming or too costly.  
Stakeholders often aim at selective endowment of 
data in order to promote their own interests leading 
to non-effective or biased data. 

4.Assuring the required level of political support: 
RIA largely helps identify factors relevant to policy 
decision-making. Still, building constituencies in 
OECD countries to bring about more transparency 
and accountability is difficult. In many developing 
countries, the top level authority perceives RIA as a 
challenge as it is tough to take political recognition 
for choices that serve broader welfare rather 
than the narrower programme interests. RIA is 
thus sometimes incorrectly taken as a short-term 
solution to enhance poorly designed regulations 
whereas RIA measures often need a long-term, 
constant investment. It is thus suggested that 
RIA should be accepted at the top political levels 
in OECD countries and must be inclusive of 
unambiguous and computable regulatory quality 
standards. 
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11. Measuring Regulatory 
Responsiveness in India: A 
Framework for Empirical 
Assessment, Anirudh Burman, 
Bhargavi Zaveri, Carnegie India, 
April 2019 

12. Regulatory Impact Assessment: 
A Survey of Selected Developing 
and Emerging Economies, Adelle 
C., Weiland S., Dick J., González 
D., Marquart J., Rots G., Wübbeke 
J., Zasada I. , Public Money and 
Management, 36(2) 89-96, 2016 

Since 1991, after the advent of liberalisation, 
globalisation and industrialisation, India has had 
several independent regulatory authorities to 
discourage monopolies, allow the growth of network 
industries in a number of non-financial sectors and 
govern the financial sector as a whole. 

Such authorities aim at smoothening the overall 
functioning of a complex, yet modern economy, 
besides protecting wider public interest objectives. 

RIA as an independent regulatory authority has been 
institutionalised in several jurisdictions across the 
globe, thereby benefitting many countries at large 
through its adoption and application. 

In India, RIA is still new to most regulators. According 
to a survey11, the country does not still have a RIA 
framework in place. While its introduction is often 
debated, RIA is only applied on an impromptu basis, 
for instance in the infrastructure and business sectors, 
and such initiatives are split-up and issue-specific. 

The country has undertaken some initiatives in the 
past towards adopting the RIA framework in different 
sectors to ensure better functioning and coordination 
in the overall ecosystem. Some of the prominent 
independent regulatory authorities existing in India 
under different sectors are mentioned on the next 
page12: 
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Sr. No. Regulator Sector 
Year of 

establishment 

1 Reserve Bank of India (RBI) Finance 1934 

2 Securities and Exchange Board of India (SEBI) Finance 1992 

3 Telecom Regulatory Authority of India (TRAI) Infrastructure 1997 

4 Tariff Authority for Major Ports (TAMP) Infrastructure 1997 

5 Insurance Regulatory and Development Authority (IRDA) Finance 1999 

6 Competition Commission of India (CCI) Competition 2002 

7 Central Electricity Regulatory Commission (CERC) Infrastructure 2003 

8 State Electricity Regulatory Commissions (SERCs) Infrastructure 2003 

9 Pension Fund Regulatory and Development Authority 
(PFRDA) Finance 2005 

10 Food Safety and Standards Authority of India (FSSAI) Health  2006 

11 Warehousing Development and Regulatory Authority 
(WDRA) Infrastructure 2007 

12 Airport Economic Regulatory Authority (AERA) Infrastructure 2008 

13 Petroleum and Natural Gas Regulatory Board (PNGRB) Infrastructure 2008 

14 Real Estate Regulatory Authority (RERA) Infrastructure 2015 

15 Insolvency and Bankruptcy Board of India (IBBI) Finance 2016 

Due to the absence of an existing permitted 
administrative framework, all the above agencies are 
directed by their rules and regulations, thus leading to 
a wide variance in their performance and functions. 

To ensure its successful implementation, it is thus 
suggested that the country develops a clear strategy 
aimed at having a regulatory framework in place by 
institutionalising RIA capacities and incentives within 
the existing government framework. In the past, the 

country has undertaken a few initiatives towards this 
direction, some of them being: 

1. Working group on business regulatory 
framework13:  The Planning Commission of India 
formulated a cross-cutting working group under the 
steering committee on industry to recognise the 
existing business regulatory system in the country 
and suggest reforms towards improvement of 
business and manufacturing sector performance. 

13.Towards Optimal Business Regulatory Governance In India, Planning Commission of India, 2011 
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The inputs were further utilised for designing of the 
National Manufacturing Plan (NMP) as well as the 
twelfth five-year plan (XII FYP) for the country. 

The working group in its report in the year 2011 
recommended the following eight elements to 
be established under RIA for usage in the Indian 
context: 
i. Policy consistency 
ii. Cost of doing business 
iii. Competition 
iv. Innovation 
v. SMEs 
vi. Consumers 
vii. Labour 
viii.Environment 
It also recommends three techniques for adoption 
of RIA across the country that is voluntary adoption, 
incentive-linked adoption and mandatory adoption. 

2.Financial Sector Legislative Reforms 
Commission (FSLRC)14: A report was submitted 
by FSLRC to the Ministry of Finance in 2013. The 
report highlighted the following : 

i. Analysis of the existing regulatory framework 
and suggested a draft Indian financial code for 
providing replacement of the existing financial 
laws 

ii. Structured regulation-making process for 
regulators. 

3.Committee for reforming the regulatory 
environment for doing business in India14: The 
Ministry of Corporate Affairs in the year 2012, set 
up the committee to bring reforms in the regulatory 
environment for doing business in India. Besides 
other recommendations , the committee in its 
report gave the following suggestions related to 
reforming the existing business environment : 
i. Defining a clear directive for a new regulatory 

authority 
ii. Appointment and supervision of regulatory 

authorities 
iii. Autonomy of regulatory authorities 
iv. Self-evaluation by regulatory organisations 
v. Drafting regulations 
vi. Setting up a regulatory review authority 

vii. Reviewing the proposed regulations 
viii. RIA 
ix. Incentivising regulatory reforms among states. 

4.Expert committee on prior permissions and 
regulatory mechanism16: The committee was 
set up in April 2015 for studying the requirement 
of multiple prior permissions, examining the 
possibility of replacing these permissions, 
proposing a regulatory mechanism and drafting a 
proposed legislation. Alongside other suggestions, 
the committee in its report submitted to the 
Department of Industrial Policy Promotion in 2016, 
recommended setting up of a standing committee 
on regulatory affairs that could advise the 
government on issues with regulators and carry out 
independent regulatory impact assessments. The 
committee also proposed replication of a similar 
mechanism at the state level. 

5.Others 

i. Pre-legislative Consultation Policy of 
the Government of India: Highlighted the 
requirement for estimating the impact of 
proposed regulation on key stakeholders 

ii.Insolvency and Bankruptcy Board of India: 
Proposed to incorporate impact assessment in 
the regulation-making process 

iii.Financial Stability and Development 
Council: Decided to adopt application of non-
legislative suggestion of the FSLRC, inclusive of 
cost-benefit analysis of draft regulations 

iv.Telecom Regulatory Authority of India 
(TRAI): Developed a public consultation 
process seeking comments and counter 
comments from the public at large. 

6.Regulatory Reform Bill, 2013: Drafted by the 
Planning Commission of India, the bill aims at 
administering the composition, guidelines and 
working of the regulatory commissions for public 
utilities and undertaking reforms, favourable to 
advancement of public utility industries, deciding  
tariffs, implementation of performance standards, 
encouraging investment and competition. Currently, 
the draft bill has not been introduced in either of 
the houses of the parliament, and has been placed 
in the public domain for comments by various 
stakeholders. 

14. Report of the Financial Sector Legislative Reforms Commission, Government of India, 16. 15 Report of the Expert Committee on Prior Permissions and Regulatory Mechanism, 
March 2013 submitted to the Department of Industrial Policy Promotion, February 27, 2016 

15. Report of the Committee for Reforming the Regulatory Environment for Doing 
Business in India Ministry of Corporate Affairs Government of India, September, 2013 
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Major challenges faced by Indian regulatory system 
Though India has undertaken a number of 
initiatives in the past towards implementing RIA 
in different sectors, there still exists a number 
of prevailing challenges, which affect the 
implementation of regulatory practices in the 
country. Some of the major challenges being: 

1. In India, a lot of micro issues are under 
the jurisdiction of the states. This is a 
major challenge as each state has its own 
distinctiveness and way of functioning that 
varies according to the state’s leader in 
charge. 

2. India still lacks a conducive policy on 
regulations and regulatory reform. Many 
significant variations can be observed in the 
structure of the governing bodies, tenancy 
of the members, sources of finances and 
interface with the government. 

3.Though India had opened its gates  
for liberalisation, privatisation and 
decentralisation in 1990’s, it’s the government 
that continues to be the policy maker and 
auctioneer of operating licences in the 
country while owning some of the largest 
companies in those sectors. Continued 
involvement of the government, regulatory 
ineffectiveness, legislative ambiguity and 
lack of clarity in the jurisdictional powers thus 
continue to be some of the areas of concern 
for India. 

4. The Indian regulatory system often observes 
conflicts between the public duty and private 
commercial interests, in which the country’s 
private capacity interest could inopportunely 
influence and compromise the basic 

functions of good governance. 

5.Often regulatory interference in securing 
large economic gains by vested interests 
is a common feature of the Indian political 
life. Such groups may indulge in inefficient 
redistribution or self-motivated allocation of 
the resources for political or private gains, 
sometimes leading to massive economic 
consequences on the country, in turn. 

6.The liberty of making flexible decisions in 
the interest of different sectors remains 
a challenge for most regulators in India. 
Despite being autonomous bodies, the 
dependence of regulators on government 
funding poses a serious threat to their 
independence. Institutional steadiness 
might therefore be assumed to be high but 
implementation capacity is perpetually low. 
Regulatory bodies simply go through the 
motions of following rules and processes 
in an effort to reap legitimacy for regulatory 
actions. The existence of multi-party coalition 
governments and alliance politics has added 
a considerable amount of complexity to the 
overall decision-making process because 
of the rising need for multi-level policy 
coordination towards creation of technical 
and regulatory agencies at various levels. 

7. Though India has a number of regulatory 
bodies across different sectors, it still lacks 
a proper government regulatory policy and 
an oversight body for putting in place the 
systemic tools across different parts of the 
government ecosystem as a whole. 
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In a country such as India, adoption and 
implementation of an effective regulatory policy 
framework is important to better integrate the 
relationship between the state, citizens and 
businesses and regulate the residual monopoly 
segment, establish and enforce functioning rules of 
the market and set tariffs in the lead-up to competitive 
markets. RIA plays a major role in bringing about 
more transparency and effectiveness in the overall 
governance of the country. Some of the ways by 
which RIA can be better adopted in the existing Indian 
ecosystem are as under: 

1. Establishment of a non-partisan chief ministers’ 
governance forum as suggested by the former 
Prime Minister Late Sh. Atal Bihari Vajpayee in 
2002 to offer a structured platform for sharing of 
experiences of achievements and disappointments 
across states. This forum shall help deal with the 
micro issues of the states at large thus bringing in 
more transparency and effectiveness in the overall 
governance. 

2.Besides, the regulatory burden related to micro 
issues can be dealt with by using regulatory 
impact assessments of both new and existing 
laws and practices. For example, Mexico, under 
the Agreement for Deregulation of Business 
Activity in 1995, reviewed and revised almost 
95 per cent of the existing legislations, which 
led to a nearly 40 per cent decrease in either the 
opportunity or the directive17. Similarly, in 1998, 
South Korea introduced the Presidential Regulatory 
Reforms Commission with an aim to do away with 
the regulations that hindered market access or 
competition while strengthening the ones relating 
to environment, health or safety. Accordingly, 35 
per cent of all procedures were removed, which 
significantly added to its industrial growth17. India, 
too, needs to carry out in-depth assessment of its 
existing regulations and remove the cumbersome 
practices while paving the way for effective and 
efficient ones. 

3.Along with the above, macro issues can be 
best handled by a group of elected public 
representatives from states, parliament and key 
stakeholders, who can together propose solutions 
as a national imperative. A similar non-partisan 
exercise would also be needed at the level of the 
states for better implementation. 

17. https://economictimes.indiatimes.com/opinion/et-commentary/india-needs-to-
launch-regulatory-impact-assessments-to-weed-out-laws-that-hurt-business-growth/ 
articleshow/15609529.cms 
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4. To ensure effective governance at all levels, it 
is important to adhere to multi-level regulatory 
governance through equal distribution of regulatory 
responsibilities across national and sub-national 
levels. 

5.RIA must be integrated into the Indian 
government’s policy-making processes with some 
level of freedom to ensure that the procedure is 
not influenced by existing administration matters or 
politics. In Australia, the same was achieved by the 
introduction of a supervisory role within a statutorily 
independent institution (the Office of Regulation 
Review-ORR). Similarly, to ensure its independence, 
the SBA (Small Business Administration) Office 
of Advocacy in the U.S. reports directly to the 
president. 

6.To make RIA more effective in India, it is imperative 
to involve the public at every level rather than 
limiting the process to a purely government 
initiative. This will ensure that the benefits of the 
decisions taken reach the public. Representation of 
the private sector through task forces or legislative 
boards given the responsibility of evaluating the 
requirement and designing the RIA system can 
play an important role in achieving the above. The 
Regulatory Impact Unit (RIU) Scrutiny Team in the 
U.K., for example, includes private-sector experts. 

7. Besides, a public-private task team or panel 
may also be prearranged to conduct an initial 
assessment of all regulations in India and provide 
solutions for evaluating and reducing costs of 
compliance in general, specially SMEs . 

8.Making the regulatory process transparent is of 
paramount importance in the Indian context. The 
step shall help develop more credibility in the 
system by the masses. 

9.Effective implementation of RIA in India shall need 
support and involvement of political leaders at all 
levels. Like in the U.K., legislative involvement 

is confirmed by necessitating the minister of the 
appropriate department to sign off on regulatory 
impact assessment. Therefore, the ultimate 
accountability for reform and preventing unplanned 
compliance cost resides with the respective 
ministers. 

10.To ensure the percolation of reforms to all levels in 
the Indian ecosystem, it is important to integrate 
them into the legislation. This will also help provide 
small businesses and supporting groups get 
the required leverage to keep establishments to 
its promises. For example, the Small Business 
Regulatory Enforcement Fairness Act of 1996 
in the U.S. permits small industries to request a 
legal assessment of compliance to the Regulatory 
Flexibility Act of 1980, which necessitates 
departments to evaluate and reduce the cost 
impact of regulations. 

11. Also, clear guidelines on regulations must be 
formulated to provide a basis for evaluation and 
ensure consistency. 

12.Since India is home to several parties and 
governing bodies at the central and state levels, it 
thus becomes imperative to have in place a central 
coordinating body to coordinate and control efforts 
at various levels. The said authority should be 
independent of the regulator to be able to ensure 
transparency such as in the U.K., where the RIU 
reports to the cabinet. 

13.India must focus on developing a regulatory 
oversight function by having in place a central body 
or policy to maintain and enhance the regulatory 
level of the country. This shall help in disseminating 
best practices and driving consistency in the 
regulatory process, besides doing a quality check 
of the new regulatory proposals. 
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RIA could be a useful tool to enable regulatory 
mechanisms to move from being largely reactive 
to proactive and addressing a potential need. In 
summary: 

• The existing law practised in most countries needs 
effective and efficient regulation to be able to 
support the law-making process, as poor regulatory 
governance affects the trust of the citizens and also 
paves way for red-tapism and corruption in public 
sphere. In this respect, RIA proves beneficial in 
providing a platform to rule makers to be able to 
improvise upon the existing regulatory framework, 
thereby bringing in more transparency and 
effectiveness. 

• RIA is the main tool used to examine how to best 
design laws to be able to fetch good results at the 
lowest cost and helps governments make difficult 
choices and do more with fewer resources. 

• RIA contributes significantly towards improvement 
of governmental coherence and intra-ministerial 
communication. 

• RIA is of big help in the formulation of regulatory 
decisions in a more cost-effective manner, thereby 
reducing unnecessary regulations. 

• Although designing and implementing RIA is 
not easy, most countries would benefit through 
regulatory governance improvements by merely 
introducing RIA procedures. 

• Even though the potential impacts of regulatory 
changes are more concentrated in richer countries, 
an effective RIA can be achieved at all income 
levels. 

• Though RIA has been adopted by almost all OECD 
countries, high-income economies predominately 
conduct RIAs with consistency. 

• In the case of developing countries, designing and 
executing effective RIA needs thorough deliberation 
because of a number of prevailing challenges. 
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Way forward 
1. Moving towards “inclusive growth”: An inclusive 

growth provisions increased levels of employment 
and increase in wages. OECD (2013) defines 
inclusive growth as “economic growth that creates 
opportunity for all segments of the population and 
distributes the dividends of increased prosperity, 
both in monetary and non-monetary terms, fairly 
across society”18. The focus of effective regulation 
must be thus laid on ensuring developmental 
governance capabilities aiming towards better 
implementation of policies by targeting specific 
market failures in selected political settlements.18 

2.Assessing the correct need: Effective governance 
must aim to recognise the need to assess 
regulations in order to determine and assess its 
contribution towards planned policy goals. Any 
governing decision, should clearly define the 
problem and justify government action thereof. 
The necessity for intervention thus needs to be 
translated into concrete policy options. 

3.Adopting broader measures of performance: 
Quality regulation must adopt broader reforms, 
which includes a range of clear policies, disciplines, 
regulatory reform agendas, targets, tools and 
evaluation mechanisms. 

4.Ensuring proper planning: Well-designed 

18. Promoting inclusive growth through better regulation: 
The role of regulatory impact assessment, OECD, 
Rex Deighton-Smith, Angelo Erbacci and Céline 
Kauffmann 

legislative planning is imperative for any country 
to be able to guarantee orderly drafting and 
implementation of the regulatory activities through 
the use of RIA, thus giving enough time for 
preparation of the RIA document. 

5.Choosing the right decision-making methods: 
Often, countries choose the policy-making 
methods according to their explicit circumstances. 
Smaller countries make use of benchmarking 
more as compared to the larger ones. Political 
emergencies tend to shift decisions towards 
political systems and away from the applied ones. 
Effective regulation must thus lay emphasis on 
refining the quality of political and administrative 
decision-making, while responding to increasing 
calls for openness, public participation and 
responsibility. 

6.Getting the scope right: RIA implementation 
needs time and resources and the benefits might 
always not rationalise the corresponding cost. 
Governments and administrations implementing 
RIA must decide well in advance if RIA should be 
made compulsory for all regulatory acts, or only the 
important ones. 
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