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REGULATORY IMPACT 

ASSESSMENTS
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Trainer notes:

• This section concerns the module on regulatory impact assessment.

• This is a separate course of one day. However, it is normally delivered together 

with the EBPPM because the topics are very related and because the case that the 

participants develop for the EBPPM is also useful for practicing techniques learned 

during RIA.

• This course does not use the rural healthcare demonstration case and instead it 

relies on examples from the EU better regulatory guidelines and toolkit. This has 

not interfered with the training of this course.
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How can we make draft policies better?

What does “better” mean?

• More effective (delivering the policy objective and goal)

• More efficient (reducing resource requirements)

• Fewer negative effects (don’t create problems elsewhere)

• More just (avoid unjust and unfair treatment of one group compared to 
another)

• More predictable (create stability with few needs for change)

• More coordinated (linking policy efforts of different ministries)

• More corruption proof (reduce opportunity for corruption)

• And so on….

 This means we need to think ahead about the impact of the 
draft policy
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Trainer notes:

• The overarching point is that RIA is a quality enhancing process for policy 

development. 

• In this slide we start from the EBPPM fundamental policy making process and see 

how we could improve it to make better policies. 

• And better can mean many things, which are outlined above. 

• The final point is that to make policy better, it is required that we try to predict or 

estimate the implications of a policy option 
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Impact assessments

• Impact assessments are an important method to increase the 
quality of your policy proposals during policy development.

• These impact assessments are ex ante: we are trying to predict 
what the effects are of the policy once it is implemented. Based on 
what we learn, we can then improve our policy proposal or we can 
pick the most optimal policy option.

• We can try to determine the impact of a proposed policy on 
anything that you want to focus on: businesses, citizen groups, 
privacy, environment, etc. 

• We can also focus on the comparison of the cost of a policy option 
with the benefits for society if a policy option is implemented. This 
provides more detailed information for decision-makers.
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Trainer notes:

• This slide is used as a bridge to go from predicting implications to assessing impact 

and on the next slide regulatory impact assessments. 

• The slide introduces the concept of impact assessment and that these are used 

here ex ante, before a policy option has been approved. 
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What is a regulatory impact 

assessment?

• Regulatory impact analysis is a type of impact assessment 

• “RIA is a systemic approach to critically assessing the 

positive and negative effects of proposed and existing 

regulations and non-regulatory alternatives.” (OECD)

• It is a process with certain tools and methods that need to 

be applied during policy development or policy review. 

• There is not one way to do RIA properly. Every government 

decides for itself how it wants to organize RIA and what key 

activities and outputs come from the RIA process. But there 

are common elements.
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Trainer notes:

• This slide introduces the concept and definition of the regulatory impact 

assessment. 

• A key point is that RIA is a process that is aimed at systematically enhancing quality 

of policy proposals. 

• Another key point is that there is not one way to do RIA. All countries developed a 

RIA process that fit their needs and Ukraine would ideally do the same. Although 

there are commonalities in the RIA processes, countries differ in the scope and 

scale of RIA as well as in the RIA objectives.  
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Spread of RIA practices across 

governments

• The foundation of RIA came in 1946 with the 
Administrative Procedure Act in the US. RIA was 
formalized in the USA during the 1970 for inflation 
impact assessment.

• Over time, this instrument was adopted by many 
countries within and outside the OECD with different 
applications and focus areas.

• The scope of RIA kept increasing and it is now often 
used to label a package of quality enhancing measures 
applied to regulatory efforts.

• The EU covers RIA in the “Better regulation” guideline 
and toolbox.

6

Trainer notes:

This slide recounts the history of RIA as it spread over time to many different 

countries. 
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(Regulatory) impact assessments 

resources

• There are many resources regarding RIA:

– http://rulemaking.worldbank.org/ria-documents

– http://www.oecd.org/gov/regulatory-

policy/ria.htm

– https://ec.europa.eu/info/law/law-making-

process/planning-and-proposing-law/impact-

assessments_en
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Trainer notes:

This slide provides some links to online libraries where example RIA processes from 

countries world-wide can be found. 
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Ukraine legal framework

• Ukrainian legislation calls for RIA:

– Law of Ukraine on the ‘Principles of State Regulatory Policy 

in the Area of Economic Activity’

– Rules of Procedure of CABMIN in articles 50.1 and 52.3.5 

calls for an examination of regulatory impact.

– Annex 4,8 and 9 of the CABMIN rules of procedure also 

reference the RIA.

• However, in Ukraine RIA seems not to be used 

often (~3% of key legislation) 
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Trainer notes:

• RIA is mentioned in some parts of the rules of procedure of CABMIN. However, it is 

not mentioned often. RIA is not conducted often when preparing legislation. 

• Recently the rules of procedure of CABMIN was amended to include the 

requirement for ministries to look at the impact of policy proposals on key 

stakeholders. 

• This is a common element of RIA and it is likely that in the future additional RIA 

elements will find their way into the RoP, especially as various international 

capacity building project encourage this.

• For example, in 2008 USAID prepared a manual and process for conducting RIA in 

Ukraine. However, this did evidently not result in the embrace of RIA by the 

Ukrainian public administration.  
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Why are RIAs used?

Why does government spend time, effort and cost on conducting RIA?

• Better policy development will increase the chance of better policy 
results;

• Centre of government may use RIA to check quality, impartiality etc, of 
policy proposals prepared by ministries (principal-agent issue);

• Centre of government may use RIA to push for policy alternatives;

• Centre of government may use RIA to push horizontal policy issues or 
special priority issues; 

• Government may use RIA to counter outside political pressure to  select 
an option; 

• Government may use RIA as a risk management tool to get information on 
what citizens, businesses etc., are impacted by proposed policy.

• Government may use RIA to signal improved policy development 
processes and decision-making to VK, citizens, EU and other international 
partners.
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Trainer notes:

• This slide outlines the purposes for conducting a RIA. 

• Many such reasons are not to enhance the quality of the policy proposal, but 

rather the reasons are for purposes of change management or to manage political 

pressure. 

• These may be reasons for top leadership in Ukraine to embrace the RIA process 

even though it will make policy making a more time consuming process than 

before. 

9



Who conducts the RIA?

• RIA is conducted by the organization and the 
department preparing the policy options. 

• RIA aspects may need cooperation with other 
departments in the ministry or it may require 
cooperation with other ministries in case it is a 
cross-cutting policy issue. 

• The responsible organization /ministry may 
outsource parts of the RIA, but the overall 
responsibility remains with the ministry.
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Trainer notes:

• This slide focuses on the responsibility of the lead organization to conduct the RIA. 

Even if parts of the RIA process are outsourced, the lead ministry is still 

accountable for the overall RIA and its quality. 
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Limitations on RIA use

• RIA processes take considerable effort to be 
completed and there may be limitations to its use 
despite its quality enhancing effects:

– Government staff trained and experienced in completing RIA 
processes and its key components may be limited in number;

– Outsourcing parts of RIA require funding that may not be 
available

– The overall time required for a full RIA may not be available. 

• For these reasons, governments often scale their RIA efforts 
with more extensive RIA processes used only for  key 
initiatives and simpler RIA approaches for more common use. 
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Trainer notes:

• The key point of this slide is that because the RIA process tends to consume many 

resources and time, governments have often chosen to take a graduated response 

to RIA. This means that there are different levels of RIA process, the most 

complicated and time consuming of which are reserved for key or critical policies. 

• In Ukraine, time is in short supply as civil servants often are on very tight schedules 

and this will have to be addressed if the government wants to adopt RIA practices.
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Requirements for organizing RIA

• To properly conduct RIA in a systematic, high-quality 
and consistent manner, requires a number things:

– An officially approved guideline for government on how 
and when to conduct a RIA, including specific guidance on 
the CBA and other techniques;

– Trained staff at the ministries who know how to conduct 
RIA in accordance with the guideline;

– Time and resources for the ministries to conduct RIA

– Centre of government institutions (SCMU) able to review 
submitted or requested RIA;

– A decision-making mechanism to decide on the results of 
the RIA to select particular a policy option.
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Trainer notes:

• This slide is focused specifically on what is needed to adopt RIA processes. 

• An approved guideline is necessary so that ministries know what to do when and 

how to do it. It also ensures that CABMIN receives RIAs prepared in the same way.

• Ministry staff that need to conduct the various RIA parts need extensive training. 

This would include not only the policy staff  but also legal and finance staff as well 

as relevant managers. 

• Conducting RIA takes time, human and sometimes financial resources. Top 

management needs to make this available. 

• SCMU will receive RIAs and it will need to assess the quality of the RIAs. It is not 

the role of SCMUY to jusge the content of the RIA but it should assess overall 

quality. This will require an assessment approach and trained SCMU staff to assess 

RIA quality.

• Decision makers such as CABMIN and ministers will need to know what RIA is and 

how they can use it. This can not be assumed to exists. SCMU can help here to 

inform CABMIN in an appropriate way.

• All these are needed before a RIA approach can be implemented and even then it 

will take time. 
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So what are common elements in RIA?

• Problem analysis

• Generation of options

• Stakeholder involvement

• Cost-benefit analysis or cost-effectiveness analysis

• Multi-criteria analysis

• Risk analysis

 This results in a evidence-based, thoroughly analyzed 
set of policy options for consideration by decision 
makers. 
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Trainer notes:

• There are a number of common elements in RIA practices.

• The first three were already covered in the EBPPM course.

• The latter three are covered in this course. 
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COST BENEFIT ANALYSIS

14

Trainer notes:

• This section is about cost-benefit analysis. 

• The content will does not aim to train the participants to conduct cost-benefit 

analysis, because the target audience are policy staff not budget staff.

• However, policy staff need to know about cost-benefit analysis and they need to be 

aware that policy cost is an important aspect of decisions regarding policy options. 

• This section will explain them what cost-benefit is, how it typically works and how 

the information can be used in decision making. 
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What is cost-benefit analysis

• Cost-benefit analysis aims to compare the cost 

and the benefits from policy options to 

determine which policy option has the best 

ratio of benefits to cost. 

• Relative to other policy options

• Also single for one option, are the cost worth 

the benefits?

15

Trainer notes:

• This slide gives a brief overview of the core purpose of cost benefit analysis.

• Another key message is that we normally compare options against each other. This 

message reinforces the overall narrative in the EBPPM and RIA course that policy 

options should be prepared to come to better decision making. Generating policy 

options is still rare in the Ukrainian public administration, also because CABMIN 

does not often ask for options. Adopting RIA would likely change this at some 

point. 
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Typical cost-benefit analysis steps

1. Specify the set of options (which options are we comparing)

2. Decide whose costs and benefits count (which group do we focus on?)

3. Identify the impacts and select measurement indicators (what are the 
cost and benefit items and how do we measure?)

4. Predict the impacts over the life of the proposed regulation (what are 
the total number of cost and benefit items over time?)

5. Monetize (attach money values to) impacts (how much money do the 
cost and benefit items represent?)

6. Discount future costs and benefits to obtain present values (correct for 
future inflation and for opportunity cost)

7. Compute the net present value of each option (calculate the discounted 
NPV for each option)

8. Perform sensitivity analysis (adjust for uncertainty of future impact) 

9. Reach a conclusion (compare and decide on preferred option)
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Trainer notes:

• This slide shows the typical steps in doing a cost-benefit analysis. 

• First policy options are needed to compare against each other.

• Secondly, it is important to determine whose costs and benefits will be included. 

This will help to scope the cost benefit analysis. When looking at public 

transportation, do we include only government and citizens or also the benefits to 

the city, tourists etc.?

• Thirdly, we need to identify which cost and benefit items we measure and how? Do 

we only look at the cost of buying and maintaining busses or also at road 

maintenance noise and air pollution for citizens?

• Fourthly we need to specify for what period of time we measure cost and benefits 

and we then need to add up the impact of each item (how much over time?)

• Fifthly we need to convert all cost and benefit impact into money so that we can 

compare the money costs and benefits of all items against each other.

• Sixthly we need to adjust for inflation because we also need to compare money 

values in the future to money values now: it all needs to be expressed in the same 

money value to be able to compare. 

• Seventhly, we can compute the aggregate net present value for each policy option 

and compare the options. 

• Ninthly, we need to check if our predictions about net present values for each 

option do not fluctuate greatly if a few assumptions are changed (for example 

inflation rate). This we do with the sensitivity analysis (more on slide 88)
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Identifying costs and benefits

• In order to get an accurate assessment of the cost and 
benefits of a policy option, it is important to include as 
many cost and benefit items as possible.

• These include direct cost and benefits as well as 
indirect cost and benefits.

• Costs are not just financial costs but also time, effort, 
burden, missed opportunities, costs or negative effects 
to others, etc. Same applies to benefits.

• Many of these cost and benefit items will later need to 
be monetized as at this stage they may not have a 
monetary value. 
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Trainer notes:

• This slide gives a little more detail about the choice to include cost and benefit 

items.

• Including more cost and benefit items would result in a more accurate cost-benefit 

analysis because it is more comprehensive. 

• A classical example is the air pollution and health damage cause by car exhaust 

fumes. These negative effects cause cost in society but this is not included in the 

price of the car. Such externalities mean that that potential positive or negative 

effects are not included in the costs or benefits. 

• Ideally everything would be included but in reality this is hard because somethings 

are hard to measure and hard to monetize.

• The government of Ukraine during policy preparation seems mainly focused on 

direct cost to government.
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How do you monetize items?

• For the CBA we try to express everything in monetary value in 

order to compare. However, not everything already has a 

monetary value attached. There are a number of solutions:

– Market prices (determine the market price of the cost or 

benefit)

– Shadow pricing (estimate the price if there is no market 

price)

– Willingness to pay or accept (WTP/WTA) (Ask what people 

are willing to pay to receive a benefit or to accept for a 

negative impact)

18

Trainer notes:

• This slide is focused the difficulty of monetizing the impact of cost and benefit 

items. This refers to the expression f an impact in money terms. How much does 

air pollution cost?

• Easiest is if the cost item has a market price. This is the case if something can 

normally be bought in the market. 

• If an item is not on the market but something quite similar is on the market, then 

the price of the existing item could be used and it can be attempted to adjust the 

price to account for the difference between your item and the item available on 

the market.

• If that is also not available, it may be possible to just ask a group of people how 

much money they would need to receive to accept some thing bad or how much 

they would be willing to pay in order to get a benefit. This can be used to monetize 

the cost or benefit item. 

• It is also possible to look at efforts of others in how they monetized items. You are 

not likely the first to monetize a particular item, so there is information on line or 

with other parts of government. 
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Net present value formula

NPVx = (Bx₀-Cx₀) + (Bx₁ -Cx ₁) /(1+r)¹ + (Bx₂ -Cx₂) /(1+r)² +….+ (Bxt-Cxt)/(1+r)t

• NPVx = net present value of option X

• Bxt = the benefit of option X at time t  

• Cxt = the cost of option X at time t  

• r = the discount rate  

• t = the year  

• (Bxt-Cxt) = Net Social Benefit

• IF NPV > 0, then it can be considered for selection 
(benefits over time are bigger than the cost) 
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Trainer notes:

• This slide presents the net present value formula. 

• The formula basically for each year subtracts the costs from the benefits. The 

resulting value will be added to the net social benefit results of the other years. If 

this total net present value is higher than 0 then it may be suitable to select this as 

the costs are less than the benefits. 

• The discount rate refers to the inflation rate. 

• It is easy to see that by manipulating what you measure and for how long and how 

you set the inflation rate you can skew the results in a particular direction. This si

why normally there are strict guidelines from the ministry of Finance in how this is 

calculated. 

• Different policy options will have different net present values. 
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Example picture of net benefits over time
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• This picture has two policy 

options plotted

• Notice the different net benefit

levels from year to year.

• This represent different (B-C) 

values from year to year

Trainer notes:

• This slide shows the net present value per year of two different policy options one 

in a solid line and the other in a  dotted line. 

• The key message of this picture is to show that the net present value of policy 

options often show the pattern of net cost in the beginning year and benefits 

emerging after that. This represents policy implementation in the beginning, which 

is often costly and during implementation the policy doesn’t provide benefits for 

citizens yet. Later on, policy implementation is over and during the policy 

maintenance phase the policy provides its main benefits to the citizens. 

• This picture does not show total net present values although this can be derived 

from the picture (for each option add all benefits and subtract all costs) this can 

then be compared to the other policy. 
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Accommodating uncertainty

• Because we are projecting future cost and benefits, we 
are using certain assumptions. For example, we assume 
an inflation rate or we assume a benefit to have X value. 

• However, assumptions can be wrong and values can vary 
in reality. 

• In order to make our CBA more robust and honest, we 
conduct a sensitivity analysis.

• A sensitivity analysis shows how sensitive CBA results are 
to variation in variable values.

• It aims to show decision makers more likely CBA results 
or a range of CBA results.  
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Trainer notes:

• Making predictions far into the future is difficult and it is easy to mislead decision 

makers with an illusion of accuracy and certainty in the cost benefit analysis that 

actually does not exist.  

• Especially when cost-benefit analysis and comparison are presented as single 

numbers, decision makers can assume more certainty than what exists in reality. 

• One way of addressing this partially is by doing a sensitivity assessment. This is a 

quality control check on our cost-benefit predictions. The aim is to test how much 

the cost-benefit analysis results will change if we make changes to assumptions 

and values. 

• If a small change form example cause policy option 1 to suddenly be the best 

where before it was the second best, then the analysis may be too sensitive and 

not give an accurate and honest assessment. 

• This may then require that perhaps cost-benefit ranges are presented to decision 

makers as opposed to single numbers to convey to them this uncertainty.  
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Sensitivity analysis

There are a number of ways in which to conduct a 
sensitivity analysis:

• Worst/best case analysis: pick worst and best scores for 
cost, benefits and discount rates and recalculate NPV.

• Partial sensitivity: change one impact item value while 
keeping the others constant.

• Monte Carlo assessment: use a computerized 
mathematical model to vary all impact item values, 
create a probability distribution  and analyze results to 
determine probabilities of desired results.
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Trainer notes:

• This slide gives a few more examples of different types of sensitivity analysis. 
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Cost-effectiveness analysis

• Cost-effectiveness analysis is used if a CBA cannot be 
done because most important impact cannot be 
monetized. 

• It compares alternatives on the basis of the ratio of 
their costs and a single quantified, but not monetized, 
effectiveness measure, such as lives saved. 

• It is generally used in the area of health care. For 
example, the benefit measure may be quality-adjusted 
life-years (QALYs). A similar cost-effectiveness measure 
that is also used is disability-adjusted life years (DALYs). 
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Trainer notes:

• In some cases it is not desirable to monetize cost and benefit items. This is for 

example the case with discussion healthcare where we discuss life and death of 

patients. In such cases, we may determine that is is morally and ethically not 

acceptable to monetize cost and benefits.

• In order to still be able to rationally compare cost and benefits, another 

measurement can be adopted, for example Quality of life adjusted years (how 

many years a patient can live in good health if operation X or medicine Y is paid by 

government). 

• In such cases options can be compared on cost and the benefits that the options 

generate for their cost.
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MULTI-CRITERIA ANALYSIS

24

Trainer notes:

• This section is focused on multi criteria analysis as a practical tool to compare 

policy options. Participants are normally required to do a multicriteria analysis for 

the policy options they generated during the EBPPM.
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What is multi-criteria analysis?

• Multi-criteria analysis is a method to compare 
different policy options on a number of criteria 
considered important to decision makers

• This method allows a more systematic and 
structured way of comparing alternatives. 

• The result is a ranking of the policy options, with 
the highest ranked option scoring highest on 
most criteria.

• This method is often done in addition to a cost-
benefit analysis. 
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Trainer notes:

• This slide introduces multi criteria analysis as a tool. 

• The results from the multi-criteria analysis supplement cost-benefit analysis as 

both methods provide pertinent information to decision makers to help them 

make informed decision. 
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Two ways of scoring and comparing

1. Standard MCA: focuses on criteria performance scores 
whether ranked, scored or weighed. This method is easier 
and more straightforward to understand

2. The outranking method: focuses on ranking policy options 
by looking at the preferences of the decision-makers, as 
indicated by the weights assigned to the various criteria. 
– This method is non-compensatory, meaning that good 

performance on one criteria does not compensate for poor 
performance on another criteria. 

– This method is good for more complicated comparing of policy 
options, for example when political support or opposition for a 
particular criteria is significant and policy makers want to 
accommodate or avoid this. 
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Trainer notes:

• There are a number of variants of the MCA tool , each with different 

characteristics. 

• The standard MCA normally allows compensation of bad performance on a criteria 

with good performance on another criteria in order lift the aggregated result of the 

policy option.

• In the outranking MCA methods, such compensation of bad results is not possible. 

It is non-compensatory. 

• In the next slides these different variations of the MCA will be covered in more 

detail.
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Steps in a multi-criteria analysis

1. Establish the decision context. (What are the aims of the MCA?)

2. Identify the options (what options will you compare?)

3. Identify the criteria (what criteria will you use to compare the 
options?)

4. Describe the expected performance of each option against the 
criteria (how good is performance on the criteria?)

5. ‘Weighting’. Assign weights for each of the criteria to reflect their 
relative importance to the decision. 

6. Combine the weights and scores for each of the options to derive 
and overall value. 

7. Examine the results. 

8. Conduct a sensitivity analysis of the results to changes in scores 
or weights.
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Trainer notes: 

This slide presents the different steps in conducting a multi-criteria analysis.

• These steps will be explained in subsequent slides with examples. 

• The first step is to determine why the MCA is conducted, meaning what type of 

information decision makers need to receive as a result of the MCA.

• The  second step concerns the identification of the policy options that are 

compared during MCA.

• The third step focuses on the determination of the criteria that are used to 

compare the policy options. Normally these would already be set by SCMU or 

other responsible organization as part of the officially approved process for MCA. If 

they are not set, then try to pick criteria relevant to the decision maker. 

• The fourth step would be the determination of how different policy options 

perform on different criteria. 

• The fifth step would be to determine if some performance criteria are more 

important than other for the decision makers and to set weights to the criteria in 

order to reflect their importance.

• The sixth step would be to calculate all scores and to rank the results.

• If needed a sensitivity analysis can be conducted.  
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Ranking, scoring and weighing

• In MCA you can choose to rank option 
performance on a criteria. For example, you can 
assign ++, +, +-, -, -- or 1 to 5 stars, etc.

• You can also choose to score them, for example 
on a scale of 0-100. Scoring allows you to do 
more accurately compare or even make 
composite scores.

• Weighting can be adopted in case some criteria 
are more important than others. 

• The outranking method requires scores and 
weights.
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Trainer notes:

• This slide gives an overview of the different approaches to scoring. It is possible to 

use symbols or a numerical scale. 

• It is also possible to attached weights to criteria, but this requires a numerical 

scale. 

• The outranking method is the most complicated variant and it requires numerical 

scales and weights to work. 
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Example MCA grid (standard,  not 

scored and not weighted)

29

This is quick to make but less easy to determine which is the best because there 

is no information on what criteria matter most and they are not comparable. 

Source: Multi-criteria  analysis:  a  Manual,  Department  for  Communities  and  Local Government, London, 2009

Trainer notes:

• This is an example of a family selecting what toaster to buy, using MCA.

• This example of the MCA is a standard MCA grid where options are compared on a 

number of aspects (price, reheating option, etc.)

• This MCA is not weighted, no option is more important than another. 

• The MCA does not score the performance of a toaster on each individual aspect. 

• The problem with this MCA is that it is very difficult to see which toaster is the 

best. This is because it is difficult/impossible to determine how a star relates to a 

checkmark. There is also no weighting to help in such an assessment.

• So this MCA is easy to make but not so informative.
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Example MCA grid (standard, scored and 

weighted)

The weighted scores make it easy to compare criteria and overall scores. Good scores on 
one criteria may compensate a mediocre score on another criteria. 

30

Notice that the weights add up to 100. Weighted scores

Trainer notes:

• This version of the MCA is a standard MCA in which bad results can be 

compensated with good results. The performance scale is numerical from 0 to 100 

and the MCA criteria are weighted.

• Note that the weights add up to a hundred so these are to be used as percentages 

( price with weight 30 means that the performance score should be multiplied with 

0.30. 30% of the total score will depend on the price performance.

• Note that features of the toasters that are yes or no present on the machine have 

been converted to a position on the 0 to 100 scale: 0 if it is not present, 100 if it is 

present. 

• Note that drawbacks is a negative aspects: having fewer drawbacks makes you 

score better so 0 means many drawbacks and 100 fewer or none.  

• The total score for a toaster is based on the performance score on a criteria 

multiplied with the weight of that criteria.  For each toaster all weighted criteria 

scores are added up to get the total score. 

• For examples for the first toaster: 

(100x 0.30)+(0x.005)+(0x0.15)+(0x0.25)+(0x0.15)+(50x0.10)= 35

• This version of the MCA can be used by participants to analyze their own policy 

options from their case. 

30



Example MCA grid 

(outranking example)

31

Source: EU better regulation toolbox tool 63

Trainer notes:

• This version of the MCA is an outranking method.

• A key difference with the previous MCA is that it is not possible to compensate bad 

scores with good scores. 

• The trick for this is that the overall performance of an option is not based on the 

weighted performance score but instead on the weights alone. 

• The weights represent the importance of a criteria to the decision makers. 

• Weights can be negative in this version and negative weights represent criteria that 

decision makers want to avoid. Having less of a negative criteria is considered 

better. This can form example be a bad effect on a population group or a negative 

side affect that is politically sensitive and which the decision makers want to avoid. 

• In this example we are no longer using toasters but we are comparing policy 

options A, B and C.
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Outranking matrix

32

=> 0.2+ 0.1 = 0.3 for AB

=> 0.1+ 0.3+ 0.3 = 0.7 for BA

Trainer notes:

• In this version we are comparing policy options against each other in order to find 

the most optimal ranked combination of policy options that best reflects the 

priorities of decision makers.

• In this example we first compare option A to option B.

• We look at the performance of option A on criteria 1 50 and multiply it with the 

weight of 0.1 to get 5. B scores on criteria 1 70 multiplied by 0.1 = 7. 7 is higher 

than 5 so on criteria 1 option A is worse than option B. We do not score option A. 

• On criteria 2 option A scores 0.6x0.2 =0.12. This is higher than option B, which 

scores in total 0.06. For this criteria we record a score for option A. The score we 

record is the weight of this criteria 0.2.

• On criteria 3, a negative criteria that decision makers wish to avoid, option A scores 

400 x -0.1 = -40 and option B scores 500 x -0.1 = -50. Option A scores best here 

with less of a negative criteria (-40 is less bad than -50). We record a score for 

option A, which is the weight 0.1 (note that we drop the negative sign since that 

has done its work). 

• When we do the same for criteria 4 and 5, option A is worse than option B on 

these criteria and no additional score is recorded. 

• The total score of option A over option B is the total of the scored weights, 0.2 +0.1 

=0.3

• We repeat this comparison for every pair of policy options and record the scores in 

the outranking matrix.
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Outranking results

33

This table shows that the policy options ranking that corresponds best with the 

preferences of the decision-makers is combination BAC.  

This means that option B > option A > option C.

Trainer notes:

• This diagram shows all the different combinations of policy options A, B and C with 

their total score.

• The combination of BAC best reflects the priorities of the decision makers. 

• This is a complicated version of the MCA. It allows for a much more accurate and 

nuanced MCA that truly reflects the priorities of the decision makers. But it is 

harder to make and the results are much less intuitive that the standard MCA. IT 

will require policy staff trained in doing this work and it will also require that 

decision makers understand how to interpret the information.
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Sensitivity analysis

• For MCA you can also test the sensitivity of 
results to variation in criteria performance.

• Both very high and very low sensitivity may be 
a reason to further explore why this is:

– Too high sensitivity may indicate that some criteria 
are too unpredictable resulting in unclear policy 
results.

– Too low sensitivity may indicate that you MCA 
model is not measuring the right things or that it 
is not sensitive enough.
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Trainer notes:

• For an MCA you can also conduct a sensitivity test. Frequently a minor change in 

weights can have a big impact on the ranking of options. 
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RISK MANAGEMENT

35

Trainer notes:

• This section concerns risk management. This is relevant to decision makers in 

making a decision on what policy option to pursue. 
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Why include risk management in the 

implementation plan?
• Things go wrong!

• It is common for implementation processes to run into difficulties that impact 
implementation with delays, cost over-runs or even the complete halting of an 
implementation process.

• It is unrealistic to assume the best circumstances will occur when 
implementing a particular policy and therefore not spend effort on risk 
management.

• It is equally unrealistic to just assume that risks if they occur will “somehow 
be managed”. Maybe the negative impacts can be managed but this will cost 
time, money and effort whereas with a plan the risk might have been avoided. 

• Good planning requires that some thought has been put into anticipating 
where things might go wrong and how to respond in such a case. This will be 
done not only at the implementation planning phase but also during actual 
implementation. This increases the chance of successful implementation.
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Trainer notes:

• This slide introduces why risk management is required and what the ultimate 

purpose of risk management is, namely increased chance of successful policy 

implementation. 

36



What are risks?

• Risks are potential developments that may hinder or 
stop or otherwise have a negative effect on the 
implementation of policy. 

• Risks can come from outside developments, but they 
may also occur due to internal issues or as a result of 
decisions.

• Risks have not actually happened yet: they may or may 
not happen. If they happen, they may have different 
levels of negative impact.

• Risk = likelihood of occurring x severity of impact
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Trainer notes:

• This slide identifies what risks. This needs to focus on that we are trying to predict 

what could go wrong, how likely is it to go wrong and how bad would it be with 

regards to its impact on the policy implementation process. 
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Risk management elements

Risk management covers a number of steps:
1. Identifying risks: reviewing the implementation approach, work 

breakdown structure and other implementation plan documents 
might uncover risks where things might not proceed as planned.

2. Risk impact determination: or each risk, what is the impact on the 
implementation process? What are the consequences if this risk 
actually materializes?

3. Risk likelihood determination: how likely is it that a risk emerges? Is 
it probable? Remote? 

4. Risk assessment: combining impact and likelihood for each risk to 
generate a risk matrix;

5. Risk mitigation planning: can we avoid the emergence of the risk 
altogether by doing something? Or can we limit the impact if the risk 
emerges by taking measures? What are those measures?
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Trainer notes:

• This slide outlines the steps in risk management.

• The last steps is important as this concerns how we will handle the risks if they 

materialize.  
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Identifying risks

There are many ways to identify risks, although it is not easy to 
be comprehensive:

• Risk breakdown structure: this takes the WBS and examines for every activity what may 
go wrong there.

• Broad scope mnemonic methods for brainstorming, such as PESTLE: 
– Political - What are the political factors that are likely to affect the policy?

– Economic - What are the economic factors that will affect the policy?

– Sociological - What cultural aspects likely to affect the policy?

– Technological - What technological changes that may affect the policy?

– Legal - What current and impending legislation that will affect the policy?

– Environmental- What are the environmental considerations that may affect the policy?

• Talking to implementation experts: implementation experts may know what commonly 
goes wrong or where design weaknesses are.

• Learning from similar previous programs: try to understand and prevent what went 
wrong before. 
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Trainer notes:

• This slide is focused on identifying potential risks. 

• The identification of risks can come from many sources listed above.

• These are the risk items for which we will later determine likelihood of appearing 

and impact. 

• We normally try to exclude risks that are so global, far-fetched or macro level that 

they do not have direct bearing on the policy option (e.g. a meteorite hits earth, 

the country is attacked, etc.
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Risk likelihood varies 

• Not all risks are equally likely to happen. A range could 
include:
– Rare

– Unlikely

– Possible

– Likely

– Almost certain

• Risk likelihood is an estimation of the chance that something 
may or may not happen. It is not possible to predict the 
future, but we can categorize these broadly.

• Experienced staff who have handled similar projects or 
programs may be a source of decent estimations, but best to 
use a mixed group to get estimations to reduce bias.
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Trainer notes:

• This slide discusses the issue of risk likelihood. 

• Because risk management is try to predict future risks, we can estimate or 

guestimate the likelihood of something happening. 

• Likelihood of happening needs to be reviewed periodically in order to keep the risk 

matrix up to date with developments. 
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Risks have different levels of impact

• Not all risks will have the same impact when they occur. A 
range could include:

– Insignificant

– Minor

– Moderate

– Major

– Catastrophic

• Other ranges are possible, also quantified ranges

• For each risk we have to categorize what impact the risk 
would have on the implementation of the policy.

• Categorizing can be done with qualitative analysis or in case 
of complicated or high-stakes policies and projects with 
quantified methods.
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Trainer notes:

• This slide concerns the risk impact.

• It is expressed here in five qualitative levels but other metrics can be used. 
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Mapping risk in a risk matrix

• Identified risks (blue dots) are 
plotted into the matrix (3x3 
here)

• Risks in the green area are not a 
serious threat to the 
implementation process. 

• Risks in yellow are in practical 
terms the biggest threats as 
these can significantly affect the 
implementation efforts. These 
risks need to be carefully 
managed and contingency plans 
need to be put in place. 

• Risks in red are such great 
threats that this might require 
the redesigning of the 
implementation plan or the 
implementation approach. These 
risks might represent fatal flaws 
in the implementation design. 
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Impact

Likelihood

Low 

High 

High 

Trainer notes:

• This is an example risk matrix. 

• Risk items are shown as the blue circles.

• Risk items are places in this 3x3 matrix (it can also be a more detailed matrix, 5x5 

or different).

• The risk items in the red area are a problem as the combined likelihood and impact 

are high, meaning that these are serious threats to the project.

• The risk item int he top right corner represents a fatal from as this shows a risk that 

have high impact and it very likely to happen.  This will have to be addressed as like 

this is will mean the policy will run into a catastrophic risk that will probably mean 

the policy option fails. 
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Risk mitigation measures

• Rather than just waiting passively for a risk to materialize or 
not, we can adopt measures to reduce our exposure to risk. 
We can attempt to:

– Risk acceptance: decide to take the negative impact of the 
risk if it occurs

– Risk transfer: ensure we don’t take the risk if it occurs, but 
rather somebody else or some other organization 

– Risk limitation: try to reduce exposure to the risk, either 
by reducing its likelihood or its impact

– Risk avoidance: ensure the risk is eliminated, the risk 
never triggers.
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Trainer notes:

• This slide covers risk mitigation.

• Risk mitigation focuses on reducing the risk, by reducing impact or reducing 

likelihood or both (moving risk items from red areas down or to the left or taking 

them off the board).

• There are several strategies for this as explained above.
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Some risk mitigation methods

• Risk transferring: using contractors, contracting out to other 
organizations, outsourcing to different levels of government, 
outsourcing to the private sector.

• Risk limitation: standardization, contingency planning, risk 
buffering, performance monitoring, coordination and control 
methods, reducing (political) decision moments, earmarked 
budgets. 

• Risk avoidance: redesign of the implementation plan, canceling the 
policy, changing the policy content to bypass the issue, specific 
measures to eliminate a particular risk.

 These are just some generic examples of risk mitigation. Many 
more exist depending on the particulars of the policy and its 
associated risks.
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Trainer notes:

• This slide explains in more detail some general risk mitigation methods with 

examples. 
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THE END!
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