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HEADLINE FINDING
Regulatory offsetting makes regulatory costs visible and shapes regulatory design, without
consistently delivering practical burden relief.

Why regulatory offsetting matters

Modern democracies face a difficult task. On the one hand, their regulatory stocks have expanded over
recent decades as governments have responded to climate change, digitalisation, demographic change
and successive crises (Adam et al., 2019; Hinterleitner et al., 2023). On the other hand, accumulated
regulation raises compliance costs for businesses and citizens and places growing pressure on the public
administrations that implement it (Fernandez-i-Marin et al., 2023; Knill et al., 2023). These concerns are
nowadays closely tied to debates on competitiveness and economic growth (Letta, 2024; European
Union, 2024).

Regulatory offsetting, commonly labelled “One-in-One-out” (OIO0) or “One-in-X-out”, offers an
apparently straightforward response: new regulatory burdens have to be compensated by reducing or
removing existing ones (Renda, 2019; Trnka & Thuerer, 2019; Steinebach et al., 2025). Instead of
governing a policy area, offsetting governs the production of regulation itself. That makes it politically
attractive. The arithmetic is simple and communicable, but it also embeds a cost-logic into policymaking
where the societal benefits, legal coherence and implementation of regulation become less visible
(Pircher, 2024; Simonelli & lacob, 2021). Even though nineteen countries and the European Union (EU)
have adopted such schemes at some point?, research on the functioning of these schemes remains
scant.

Executive takeaway

The recent SUPA deliverable, on which this policy brief is based, finds that regulatory offsetting primarily
influences how regulation is made (Pircher & Thulin, 2026). It makes regulatory burdens more visible,
institutionalises cost measurement, strengthens the assessment, justification and scrutiny of regulatory
costs and encourages officials to consider less burdensome approaches to regulatory design and
implementation.

These effects do not consistently translate into lower regulatory activity or practical burden relief. We
find no clear evidence that offsetting constrains growth in the number or volume of legal acts, while
favourable official balances do not consistently correspond to relief experienced by businesses, citizens
or public administrations. This gap cannot be resolved through stricter offsetting rules. It reflects what
the schemes measure, what they exclude and what an accounting mechanism cannot capture or decide.
Offsetting is therefore most useful as a supporting discipline within a wider Better Regulation

! These are: Australia, Austria, Canada, Denmark, EU, Finland, France, Germany, Hungary, Israel, Italy, Latvia,
Lithuania, Mexico, Portugal, Slovakia, South Korea, Spain, UK and the US.
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framework, combined with targeted simplification, ex post evaluation, credible scrutiny and sustained
political and administrative commitment.

The evidence behind this brief

Evidence at a glance

Comparative mapping of offsetting and selected burden reduction initiatives across 28 countries
and the EU, verified against national legislation and government sources

Longitudinal analysis of legislative activity, 2000-2025 in Denmark, France, Germany and Spain,
with the Netherlands and Norway as comparison cases

In-depth qualitative case studies of the same four countries, plus the Netherlands and the EU as
reference models

63 semi-structured elite and expert interviews with officials, oversight bodies, business and civil
society representatives

Documentary and policy analysis of legislation, strategies, evaluations and oversight body reports

Full methodology, data and country evidence: Pircher & Thulin (2026).

Four questions are often conflated in the debate and are separated here: whether offsetting changes
regulatory decision-making; whether it reduces the number and volume of legal acts; whether it
produces calculated cost savings; and whether it delivers practical relief. The answers differ and are
outlined below.

One label, many instruments

The most immediate finding of our comparative mapping is that seemingly identical schemes are not
comparable. Across 28 countries and the EU, offsetting was adopted in 20 cases. Beneath the shared
labels, however, schemes differ in almost every dimension that determines what they actually do: which
legislation they cover, which burdens they count, whose burdens they count, what compensation ratio
applies, how long ministries have to deliver it, what is exempt, who monitors, and what happens when
compensation is not delivered (Leidenmuhler et al., 2020; Trnka & Thuerer, 2019; OECD, 2025; Pircher
& Thulin, 2026; Steinebach et al., 2025).

Most schemes are directed primarily or exclusively at businesses and justified by competitiveness,
growth and administrative efficiency. Citizens receive limited attention, and public administrations are
included only exceptionally. This is a striking omission, given that regulatory accumulation places direct
and growing demands on the authorities responsible for implementation and enforcement. Germany
extended its scheme to citizens and public administrations only in 2025 (Statistisches Bundesamt, 2026).

The unit of account also varies. Most schemes offset monetary costs. France instead requires each new
binding measure to be accompanied by the repeal or simplification of at least two existing measures,
which must be qualitatively equivalent. Canada and the United States combine numerical and cost-
based requirements. Identical labels can therefore conceal fundamentally different accounting
mechanisms, and reported results are not directly comparable across countries.

Nor are these schemes stable. Some have remained in place without fundamental change. Others have
been tightened, loosened, redesigned, discontinued or revived. The United Kingdom moved from OI0O0
through 0120 to OI30 before abandoning offsetting altogether in 2017. Australia, Austria, Denmark,
Latvia and the United States have all discontinued schemes at some point, the last of these later reviving
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its scheme in stricter form, moving from 0OI20 to OI100 with the change of administration. Changes in
the numerical formula follow no common direction. Offsetting is therefore better understood as a
politically contingent instrument rather than a uniform model, one that governments may adopt partly
to signal regulatory restraint (Fernandez-i-Marin et al., 2026).

What offsetting changes: cost awareness and scrutiny

Where offsetting has made a consistent difference, it has done so in the design and decision-making of
new regulations. It obliges administrations to calculate, document and justify the costs of what they
propose, and it subjects those calculations to scrutiny.

Germany offers the clearest case. Before systematic measurement began in 2006, draft legislation
routinely declared that it generated no costs, with little attempt to substantiate the claim. Officials recall
“costs: none” as the standard entry on the cover sheet accompanying proposals. Quantification made
regulatory costs visible and made measurable targets meaningful: a 25 per cent reduction presupposes
knowing 25 per cent of what (Pircher & Thulin 2026). Estimating and disclosing compliance costs is now
an established component of legislative preparation, governed by a binding government-wide
methodology and supported by substantial analytical capacity in the Federal Statistical Office
(Statistisches Bundesamt, 2026). It has survived successive changes of government, and officials
consider its abandonment unlikely.

In Spain, officials in the monitoring unit describe the scheme’s principal value in similar terms: not
establishing whether a rule costs two million euros or three but ensuring that the administration
registers that regulation imposes monetary costs on those who must comply with it, and that
requirements should be proportionate to their purpose. Several respondents credited offsetting with
promoting more systematic cost assessment across government, while doubting it had transformed
regulatory practice. They also added that transforming regulatory practice is not obviously what it
should be aiming at, since burden reduction neither is nor should be every ministry’s primary objective
(Pircher & Thulin, 2026).

Where the constraint was binding, offsetting also had a deterrent effect. Under Denmark’s 2015-2019
programme, the government generally prohibited new regulatory burdens on businesses unless special
considerations justified them and committed itself to equivalent reductions where exemptions were
granted on compelling public-interest grounds (Erhvervs- og Vaekstministeriet, 2016). In practice,
proposals above the applicable threshold had to be justified before a standing cabinet committee and
matched by compensating reductions elsewhere. Only three exemptions beyond minimum EU
implementation were approved in each full year of operation. Officials described cases in which
proposals were abandoned before submission because approval was considered too difficult to obtain.
This deterrent effect, known at the time as “the invisible hand”, outlived the OIOO instrument itself. A
business representative described this thought exercise as the principal benefit of offsetting: requiring
regulators to remove an existing burden compels them to consider whether a new regulation is
genuinely necessary (Pircher & Thulin, 2026).

These are real effects, and they should not be dismissed. But two qualifications follow directly from the
evidence. First, they are effects on decision-making and the design of regulation, not on outcomes. They
describe a change in how proposals are prepared, not a demonstrated reduction in what regulated
actors bear. Second, they are not unique to offsetting. The Netherlands pioneered cost measurement,
guantitative targets and independent scrutiny without ever adopting an OIOO rule (OECD, 2015). Its
advisory board questions the logic of such a rule: in its view, offsetting may stabilise the stock of
regulatory burdens but cannot reduce it, while unnecessary burdens should be removed regardless of
whether new regulation is introduced (Pircher & Thulin, 2026).
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What it does not change: the volume of law

Legislative output in six countries between 2000 and 2025 shows no reliable association between active
offsetting schemes and lower legal production. Figure 1 below shows the descriptive trend of legal
production in Denmark, Germany, France and Spain around the adoption of offsetting. Production is
comparatively stable around adoption in Denmark and France, though both series fluctuate
considerably. In Germany, and especially in Spain, production had already been falling before the
schemes took effect.

Legal production around offsetting—scheme adoption, by country
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Figure 1. Standardised monthly legal production around offsetting-scheme adoption, shown separately for each adopter
country (descriptive; France's scheme was interrupted in 2017 and Denmark's ended in 2019).

An additional pooled comparison initially points in the expected direction, but the estimate is not
distinguishable from zero once inference accounts for the small number of countries and nearly
disappears when each country is allowed its own trend (Fernandez-i-Marin & Arora, 2026). Results also
diverge sharply. Spain shows the only substantial decline with roughly a quarter fewer acts. This change,
however, coincided with an exceptional period of caretaker and minority governments, which are
legally or politically constrained in what they can pass. Once government status is considered, the
estimated reduction falls to around 14 per cent and cannot confidently be attributed to offsetting.
Output rose in France, while Germany’s modest decline in secondary regulation disappears once the
general trend of all legislation is considered.

Where output did fall, this reflected fewer acts rather than leaner ones: in all four countries, acts
adopted under offsetting were on average longer. Changes in the prevalence of restrictive and
termination clauses were small and inconsistent. Differences between primary and secondary
legislation suggest activity may sometimes shift between legislative layers rather than decline
(Fernandez-i-Marin & Arora, 2026). This is consistent with accounts from officials who describe choosing
instruments falling outside a scheme’s scope (Pircher & Thulin, 2026).

An important qualification: most schemes aim to offset costs, not to reduce the number of legal acts,
so these results do not show that cost-based schemes failed on their own terms. France is the exception,
as its scheme targets both costs and the number of rules (Premier ministre, 2017).
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From balances to burdens

The question that remains is whether the cost-based schemes delivered on their own terms. Official
balances suggest they largely did. The evidence on whether those balances correspond to relief
experienced by businesses, citizens or administrations is considerably weaker.

Germany illustrates the divergence most precisely, because its oversight body reports both figures. On
the formal measure, the cumulative net “out” since 2015 stands at approximately €6.6 billion. On the
measure that includes compliance costs arising from the transposition of EU directives, the balance
since 2015 is approximately €0.5 billion. This is a divergence of some €6.1 billion that the National
Regulatory Control Council itself labels an accounting gap (Bilanzierungsliicke) (Nationaler
Normenkontrollrat, 2025). Because compensation is managed across ministerial portfolios, the “in” and
the “out” often affect different groups.

Denmark, by contrast, offset all new regulatory costs during its programme, including those arising from
EU legislation, but missed its DKK 4 billion reduction target — roughly DKK 1.5 billion had been achieved
by end-2018 — and the mechanism was discontinued in 2019 (Erhvervsministeriet, 2019). Reductions
were driven mainly by the target and the general Burden Stop rather than by offsetting as such.

France’s schemes applied to an estimated 10-20 per cent of regulatory production because of extensive
exemptions, and were applied unevenly even within that scope (Sénat, 2017, CNEN, 2019). By
December 2025, the OI20 rule had been applied to 74 regulations, with reported aggregate savings of
€74.2 million (Assemblée Nationale, 2025). These are figures that cannot be independently verified, as
the specific offsets have not been published.

Spain reports that administrative costs within the scheme’s scope have been offset each year
(Ministerio para la Transformacion Digital y de la Funcion Publica, 2025). But the scheme covers only
central-government administrative burdens on businesses, exemptions are extensive (Ministerio de
Hacienda y Administraciones Publicas, 2014), and officials question the reliability of a deliberately
simplified cost methodology, describing the resulting figures as “Monopoly euros” (Pircher & Thulin,
2026).

Conversely, improvements that genuinely ease burdens — clearer guidance, faster permitting, better

Ill

administrative services, once-only data collection — often do not register as formal “outs”.

The design dilemma

Formal design involves an unavoidable trade-off. Broad coverage and strong enforcement increase the
likelihood that costs are calculated, justified and formally offset, but they also require substantial
analytical and coordination capacity and can generate considerable political and administrative friction.
Denmark illustrates both sides: high-level coordination made compensation genuinely binding within
the scheme’s scope, but implementation proved difficult, the government missed its reduction target,
and legislative output did not consistently decline. Narrower schemes with extensive exemptions are
easier to administer and avoid some of these conflicts but leave much of the growth in regulatory
burdens outside their scope, as in France and Spain. Spain nevertheless records the largest measured
decline in legislative output, for political reasons unrelated to its offsetting scheme.

Neither configuration therefore overcomes the underlying political constraint. Strong enforcement
cannot prevent governments from pursuing politically important regulation, while formal strictness
cannot substitute for political support, administrative ownership or substantive decisions about desired
levels of protection. Nor does it ensure that recorded savings are experienced as meaningful relief.
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What explains the limited effects

Scope and exemptions. Most schemes historically excluded EU-derived measures, even though EU
legislation is repeatedly identified as a principal source of new burdens: Germany’s oversight body
attributes around 70 per cent of ongoing business burdens since 2015 to the transposition of EU
directives (Nationaler Normenkontrollrat, 2024). Other exclusions such as one-off adjustment costs,
temporary measures, emergencies, tax and social security, and sub-thresholds remove further
categories from the balance. In Spain, 35 of 57 recent burden-creating measures were classified as
exempt (Pircher & Thulin, 2026). Exemptions make schemes manageable and protect competing
objectives but allow favourable national balances to coexist with rising overall burdens.

Where burdens actually arise. Much of the burden experienced by regulated actors originates in
implementation rather than in central legislation: administrative delay, inconsistent enforcement,
contradictory requirements and fragmented digital systems (Nationaler Normenkontrollrat, 2025).
Germany’s federal structure and Spain’s 17 autonomous communities and 8,000-plus municipalities
place large parts of the regulatory landscape beyond a national scheme’s reach.

Measurement limits. Cost estimates make regulatory effects visible but remain approximations, and
measurement bases can be revised administratively (see e.g., Nationaler Normenkontrollrat, 2025).
Requirements with high calculated costs may not be experienced as burdensome, and vice versa.

Diminishing returns and political limits. In several countries, obsolete and duplicative requirements
have largely been addressed. Further reductions increasingly require political choices about substantive
objectives and acceptable levels of control. These are all choices a procedural rule cannot make.
Offsetting also consumes enormous administrative capacity, which is politically counter-productive for
a programme presented as de-bureaucratisation.

The German example in the box below illustrates these practical difficulties and what the measurement
system rewards. Highly automated, high-volume obligations such as social-insurance notifications
generate large, calculated costs while attracting few complaints. Requirements that small firms
experience as genuinely obstructive — permitting procedures, conflicting technical standards, or
documentation duties requiring specialist advice — may produce modest estimates and therefore
contribute little when removed. A measure can generate a substantial calculated “out” while producing
little perceptible relief, and a measure that would deliver real relief may be worth too little on the
balance to be worth pursuing.

When a shorter retention period counts as relief

Among the largest single contributions to Germany’s recorded
burden reduction was a decision to shorten the period for which
businesses must retain certain documents from ten years to eight.
On the measurement system’s own terms, the saving is substantial
and correctly calculated. Its practical effect is another matter. As
one ministry official observed, nobody goes into their basement and
sorts through old files because the retention period has been
shortened — and doing so would probably create additional effort
rather than save it (Pircher & Thulin 2026).
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What should change?

Offsetting should not be abandoned, but expectations of it should be redefined. It is unlikely to operate
as an autonomous constraint on regulatory growth. It can serve as a supporting discipline within a
broader Better Regulation system, provided that its claims are honest, its scope is transparent and it is
not asked to do work that other instruments do better. Five recommendations for policy-makers follow
from the evidence.

e Distinguish reported balances from experienced relief

e Treat implementation as a core part of burden reduction

e Ensure independent scrutiny beyond cost accounting

o Apply offsetting selectively, where it is suited to the regulatory problem
e Incorporate multilevel and EU dimensions, not exempting them

1. Distinguish reported balances from experienced relief. A favourable balance demonstrates that
calculated costs within a scheme’s defined scope were matched by calculated savings. It demonstrates
nothing about the overall development of regulatory burdens. Governments should publish the
scheme’s scope and exemptions, the composition and distribution of costs and savings, and, as
Germany’s oversight body already does, a parallel figure that includes the categories the formal balance
excludes. Where compensation is aggregated across policy areas or ministerial portfolios, this should
be disclosed, since it severs the link between the measure creating a burden and the measure providing
relief. Estimates should be reassessed after implementation, comparing projected with actual costs. Ex
post reassessment in Germany reveals deviations in both directions, which suggests the value of the
exercise lies less in catching manipulation than in improving the credibility of the figures on which
compensation rests.

2. Treat implementation as a core part of burden reduction. The most consequential improvements
identified across the four cases were not formal “outs”. They were digitalisation, interoperable
administrative systems, once-only data collection, clearer guidance, faster and more predictable
permitting, and risk-based rather than blanket inspection. None of these is neutral: reduced inspection
rates and digital authorisation platforms carry distributional and protective trade-offs, and warrant the
same scrutiny as substantive regulatory change. Practice-oriented checks that bring legislative drafters,
different levels of government and affected practitioners together have proved capable of generating
more actionable insight than conventional cost calculations. These exercises are resource-intensive and
selectively applied, and they sit outside the offsetting process. They deserve to be resourced and
institutionalised on their own terms. This also requires acknowledging that burden reduction has costs.
Improving administrative processes often transfers work from regulated actors to public authorities,
and the governmental costs of measuring and managing regulatory burdens are not themselves
captured as compliance costs anywhere in the system.

3. Ensure independent scrutiny beyond cost accounting. Independent bodies have improved the
quality and transparency of cost estimates and obliged ministries to justify the burdens they propose.
Their reputational influence can be considerable even without formal powers. But scrutiny of cost
calculations is not scrutiny of legislative quality. An opinion raising no objection to a ministry’s
arithmetic may be read internally as confirmation that Better Regulation requirements have been
satisfied, even where the legislation’s practical design proves defective. Mandates should extend
explicitly to proportionality, legal clarity, ability to implement and the handling of burdens on citizens
and public administrations. Scrutiny bodies also need the capacity to do this work, and legislators need
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access to their opinions if scrutiny is to support democratic decision-making rather than remain an
internal executive process.

4. Apply offsetting selectively, where it is suited to the regulatory problem. Offsetting’s distinctive
contribution is an ex-ante discipline on new regulatory costs. Where the objective is different, other
instruments are likely to serve better: targeted reduction programmes and quantitative targets for
reducing the existing stock; systematic ex post evaluation and sectoral fitness checks for identifying
rules that are not working; simplification of administrative procedures for burdens arising in
implementation. The Netherlands demonstrates that cost measurement, targets and independent
scrutiny can be institutionalised without an offsetting rule. Denmark’s incoming government has
committed to a new baseline and a 25 per cent reduction target rather than reinstating compensation.
Offsetting is neither necessary nor sufficient for burden reduction and choosing it should be a deliberate
judgement and not a default. Where it is adopted, its scope should be set with a clear view of what it
can realistically capture, and governments should resist announcing ambitious reductions it cannot
deliver: repeatedly invoking burden reduction while regulated actors experience no improvement risks
hollowing out the term and deepening political disaffection.

5. Incorporate multilevel and EU dimensions, not exempting them. Excluding EU-derived burdens
keeps national balances tidy while leaving the largest source of new costs untouched. Including them
raises genuine questions of enforceability. Neither is fully satisfactory, which suggests that the more
productive response lies upstream: early engagement in EU negotiations, coordination with like-minded
member states, and attention to how directives are transposed. As Danish respondents put it, member
states should not simply blame Brussels, since they are part of the decision-making process.
Domestically, the same logic applies to federal and regional structures. Where regulatory competence
sits at one level and implementation at another, coordination across levels — harmonising authorisation
procedures, aligning digital systems, resolving contradictory requirements — is likely to deliver more
than compensation arithmetic conducted at the centre.

Conclusion

Regulatory offsetting has proved most valuable in its less visible effects: creating awareness and
institutionalising a behaviour where administrations are required to identify and justify regulatory costs
and consider whether the same objectives could be achieved in less burdensome ways. That discipline
has outlasted the offsetting rules themselves: measurement systems, reporting routines and scrutiny
bodies have survived changes of government even where the compensation requirement did not.

Its limits are equally clear, and they are not a matter of insufficient scrutiny or enforcement. The
arithmetic of “ins” and “outs” does not by itself constrain regulatory growth. A positive balance is not
relief. Much of what regulated actors experience as burden arises in implementation, in multilevel
fragmentation and in the interaction between rules, where no compensation rule reaches. And once
obsolete requirements have been cleared away, further reduction requires political decisions about
what societies want regulation to achieve. These are decisions that a meta-rule can frame but cannot
make.

The reasonable conclusion is neither to abandon offsetting nor to expand it on the assumption that a
stricter version would work better. It is to judge it by the right standard. Offsetting should be judged
not primarily by whether its accounts balance, but by whether better cost information improves
regulatory design and implementation and produces tangible relief for businesses, citizens and public
administrations.
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