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Appendix D

Letter from Legislature Requesting Study

California Lepislature

STATE CAPITOL
SACRAMENTO, CALIFORNIA

July 12,2010

Mr. Daniel Hancock _
Chairman, Little Hoover Commission
925 L Street, Suite 805

Sacramento, CA 95814

Dear Mr. Hancock:

In our respective Houses and Caucuses, we have been deeply involved in legislation to improve
the state’s regulatory processes and adopt principles of accountability and transparency. Because
of our critical responsibilities in overseeing the Executive Branch as it implements policies
enacted by the Legislature, we take seriously the need to ensure regulatory processes incorporate
the best information on effectiveness, impacts and alternatives, while still ensuring that the goals

of the lcg!slatlon are diligently achieved.

111 tbxs spmt, we respectfully rcqucst 'thaf' e‘thtle Hoover Comnusswn cnndux:t a study of some
of the crmca] -aspects of the current regu]atory prcu:ess m C_ 'forma and Idenufy unprovemaﬁs

in the following areas:

e The Admmstratwe Procedures Act requn'es agencles to “assess the potential for adverse
economic impact” on California businesses and the economy. Are state agencies
adequately and usefully preparing those assessments? Are they using solid and
consistent economic or analytical principles? Are they soliciting or taking advantage of
credible and reliable third-party resources to buttress their analyses?

e Are these assessments, and the other analytical requirements in the APA, velted with
knowledgeable third pa.rtles as well as the regulated community?

.» How are agencies reviewing and analyzing alternative approaches to a regulatory
proposal? Are there consistent policies and protocols used to assess alternatives? Do
agencies have a policy to consider market or incentive-oriented regulatory approaches
over more intrusive or “command and control” approaches? How are these policies
incorporated into the regulatory adoption process?

o Are there best practices used by the federal government or other states that could be
applied to improve the responsiveness, cost-effectiveness, transparency and
accountablhty of California’s regulatory adoption process? ' LR

As ﬂ;e Leglslature tmggles qﬂth the related challenges of balancing the state budget and
‘spumng,}eb growth.in, Ca,lrfcm.la, we.are. poncemed at thc ci]nent*reguia‘tory system ay’ be
hmdermg those objectives. We belicve that Californians‘démand a regnlatoky’§ystem that not':
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only improves their health, safety and environmental protection, but also ensures that empiéyers
will consider making California home to their businesses and employ our citizens. This is a key
element to improving our investment climate and thereby providing the basis for long-term fiscal

improvement.

We appreciate your consideration of this request, which we believe is consistent with your
critical mission to promote efficiency and economy in California government,

ROBERT DUTTON
Senator, 31 Dist.
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Appendix E

Economic Analysis Approaches at Selected California Agencies

Agency

Economic Analysis Process

Agricultural Labor Relations Board

Does not create rules that require economic analysis

Air Resources Board

Has a formal economics program; described in Background
and Solutions chapters of report

Boating and Waterways, Department of

Rarely proposes regulations; no formal economic analysis
process

Building Standards Commission (BSC)

Staff (e.g., Associate Construction Analysts) conducts
economic analyses when necessary; BSC primarily acts as an
administrative oversight body for agencies that are proposing
building-related regulations

Cal/EPA

Economic Analysis Program (EAP); described in Background
chapter of report

Cal/Occupational Safety & Health

Technical staff conducts analyses on an as-needed basis

Caltrans

Staff conducts analyses via an informal process; propose only
a small number of regulations that require an assessment;
hire consultants if a major analysis is required

Coastal Commission

Rarely needs to perform analyses; no formal process

Coastal Conservancy

Does not create rules that require economic analysis

Conservation, Department of

Does not create rules that require economic analysis

Conservation Corps

Does not create rules that require economic analysis

Consumer Affairs, Department of

Budget office analysts conduct needed reviews; if economic
analysis from a particular board or bureau needs substantial
improvement, budget office performs revisions

Corporations, Department of

Proposes roughly five or fewer regulations per year, which
rarely produce a significant economic impact; staff completes
the Form 399

Delta Stewardship Council

Does not create rules that require economic analysis

Energy Commission

Formal standards; described in Background and Solutions
chapters of report

Fair Employment and Housing, Department of

Proposes a small number of regulations; staff completes Form
399

Fair Employment and Housing Commission

Rarely proposes regulations; no formal economic analysis
process

Financial Institutions, Department of

Informal analysis process; considering developing a formal
economic analysis unit, but concerns exist regarding ability
to hire economists

Fish and Game, Department of

Consultants have performed significant economic analyses

Food and Agriculture, Department of

Individual divisions perform analyses on an as-needed basis
by using informal (e.g., internet research) and formal (e.g.,
stakeholder workshop) processes

Health and Human Services Agency

Some departments (e.g., Department of Social Services)
assign program specialists to conduct analyses on an
as-needed basis

Housing & Community Development, Dept of

Codes Division performs analyses through an informal
process; other divisions rarely need to perform analyses
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Insurance, Department of

Proposes roughly 20 regulations each year, but only recently
started completing the economic impact section of the Form
399; staff completes the form to the best of its ability

Parks and Recreation Commission

Does not create rules that require economic analysis

Public Utilities Commission

Staff in individual divisions conducts economic analyses on
an as-needed basis (e.g., determining the impacts on
ratepayers of a rate change), but the agency generally is
outside the scope of the Administrative Procedure Act

Real Estate, Department of

Proposes a small number of regulations each year; program
analysts/managers complete the Form 399

State Lands Commission

Does not create rules that require economic analysis

State Water Resources Control Board

Performs analyses on an as-needed basis; a research program
specialist assigned to economic tasks is listed on Office of
Planning, Research & Performance organization chart

Toxic Substances Control, Department of

Consultants have performed economic analyses for
significant proposed rules; can use air board’s economic
expertise

Water Resources, Department of

Formal economics unit with guidance documents, but
generally not considered a regulatory entity
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