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The original full study' analyses the implementation of the ‘one in, one out’ (OI00) approach

by the European Commission. The OlOO approach is a regulatory offsetting mechanism and E
methodology that was introduced into the Commission’s policy making process in 2021 and
documented in the amendments to the Better Requlation Guidelines and Toolbox (November 2021)2. Given the aims
of the OIOO approach, the study also considers its anticipated impact on the EU regulatory burden and on the
competitiveness of European businesses and especially SMEs.
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Background and context

The OIOO approach was announced via the ‘Better Regulation” Communication of 29 April 20213, which set out the
main principles and rationale underpinning the approach. This Communication was preceded by a feasibility study*
for an EU-level OIOO regulatory mechanism — conducted on behalf of the German Ministry for Economic Affairs and
Energy - that assessed key challenges facing the implementation of such a mechanism; challenges that had formerly
led the Juncker Commission to discard the idea. These challenges were: (i) the increased burden on the Commission
due to the need to devote increased resource to quantification and offsetting; (ii) the methodological challenges and
limitations related to the increased focus on generating reliable quantitative data on costs; and (iii) the risk of under-
regulation stemming from a potential imbalance between the focus on regulatory costs and benéefits.

In this context, the Commission Communication recalled the overall positive outcomes generated by similar
mechanisms implemented in the Member States and noted that, while tailored to the specificities of regulating at the
EU level, the EU OIOO approach had been developed based on national-level good practice. Through this, the
Commission argued that the OIOO mechanism had the practical advantage of drawing the attention of EU
policymakers to the impact and costs of applying legislation which have SMEs within their scope.

On this basis, the methodology for the OIOO approach was formally introduced via the updated Better Regulation
Guidelines and Toolbox, published in November 2021. Specifically, the methodology considered four main elements:
(i) the scope of the approach; (ii) the nature of the cost calculations; (iii) the application of the approach (including the
approach to offsetting costs and reporting); and (iv) relevant references and supporting material, notably outputs
produced by the OECD? and the ‘internal’ Commission OlOO online calculator.

The Commission began applying the OIOO approach to initiatives listed in the 2022 Commission Work Programme.

Key findings

Overall, this study found that the OIOO approach, as a regulatory offsetting mechanism, is highly relevant to
address the issue of the EU regulatory burden. While there has been a clear commitment from the Commission to
ensuring the OIOO approach is applied effectively, there remains scope for the Commission to increase the
transparency of its methodology. Indeed, while the OIOO approach has been systematically integrated within the
European Commission’s impact assessment process — primarily, by being considered in impact assessment reports and
in decisions made by the Regulatory Scrutiny Board - there is a need to increase the transparency regarding the
methodology used to assess the overall outputs of the OIOO approach.
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Application of the ‘One in, one out’ approach — and its impact on businesses

The data presented in the Annual Burden Survey 2022°¢ indicates that the anticipated cost savings generated by
the legislative proposals examined were largely able to offset the anticipated regulatory costs introduced, thus
leading to a net (expected) decrease in the EU regulatory burden in the first year of implementation (2022).

However, the Commission’s analysis should be interpreted with caution in light of important methodological
challenges. For instance, beyond common limitations associated with the EU Standard Cost Model (such as the
difficulty in determining accurate cost estimates), the

aggregation of cost estimates across impact ~Administrative costs / cost savings of

assessments is a difficult exercise particularly where  Commission proposals in 2022 (EUR million)
estimates are expressed in ranges and/or where no
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of the Commission’s methodology, notably linked to - '

cost and cost savings data generated via the OIOO '

calculator, makes any definitive assessment of its 0
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and thus on the competitiveness of businesses and S5 OUTs = cost savings
SMEs. The perception of businesses consulted for this . introduced by new initiatives

study suggest that there has been a net increase (or 12090
expected increase in the short-term) of the EU
regulatory burden in recent years. This is primarily due
to the recent adoption of important pieces of EU
legislation, while there is a general sense that the policy goals linked to the Green Transition will further fuel the existing
burden. In addition, the important cost savings identified in the Annual Burden Survey 2022 — expected to amount to
EUR 7.3 billion annually over the next ten years — will not emerge until after these proposals are adopted, enacted and,
in the case of Directives, transposed. There are also potential barriers to the effectiveness of the regulatory approach
that need to be considered, including gold plating, decreased effectiveness over time and costs created by co-legislator
amendments. Despite these constraints and a general lack of awareness regarding the approach’s existence, the
introduction of the OIOO approach was received positively by consulted stakeholders.

Source: Annual Burden Survey 2022

Looking at the broader Better Regulation Agenda, it should be noted that the OlOO approach comes on the
backdrop of broader efforts made by the Commission to simplify EU legislation and remove unnecessary
burdens on European undertakings and SMEs. This includes important initiatives that preceded the implementation
of the OlOO approach, including REFIT, the Think Small First principle, and the SME test. These initiatives were found
to be complementary to the OlIOO approach and, as the OECD has noted, regulatory offsetting mechanisms function
best when they are implemented alongside other regulatory best practices. As such, it would be important for future
assessments of the OlIOO approach to consider its coherence with the broader Better Regulation Agenda.
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