Zero-Based Regulation
By James Broughel

Zero-based budgeting is a technique that requires departmental
managers to propose and justify their entire budget for the year. It
is a planning system that assumes the starting point for each year
is no budget, rather than the traditional method of using the
previous year’s budget as the baseline.
-
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Introduction
A common way of imposing fiscal discipline in private companies, as well as in some
governments, is a practice called zero-based budgeting (ZBB). The idea behind ZBB is simple:
require that all expenditures be justified anew each period. There is no assumption that
spending set at a particular level in a previous year means the same level of spending or more
spending will be authorized the next period. Instead, a zero-base is the relevant baseline from
which spending levels are set during the budgeting process.
This chapter discusses a counterpart to ZBB in the regulatory sphere, namely zero-based
regulation (ZBR). The idea behind ZBR is that regulations must periodically be justified anew,
just as spending authorizations are periodically reevaluated under ZBB. A ZBR system will have
two central pillars: sunset provisions and regulatory impact analysis requirements. Sunset
provisions are automatic expiration dates built into regulations. These trigger reevaluation of
rules and ensure the default is that rules go away, i.e., return to zero. Regulatory impact
analysis requirements, meanwhile, are a form of economic analysis, which can be used as a
means to rank and prioritize regulations according to their effectiveness. Taken together, these
reforms have the potential to reduce costs substantially while also improving regulatory
efficiency.
This chapter is organized as follows. Section I explains zero-based budgeting. Section II
describes how the logic of ZBB can be carried over into the realm of regulation. Section III
provides a case study of Idaho, a state that is argued to have a ZBR regulatory approach.
Section IV includes discussion of some of the challenges likely to arise with a ZBR system. The
chapter concludes that governments, especially those struggling with constraining the
accumulation of regulations over time, might want to adopt a ZBR approach as a means to
streamline the regulatory state and improve regulatory effectiveness.
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I.

Background on Zero-Based Budgeting

Zero-based budgeting is a budgeting process that was invented in the late 1960s by Peter
Pyhrr, who at that time was a manager at the technology firm Texas Instruments.2 The idea
behind ZBB is simple enough: periodically managers should build the budget for their division
from the ground up, as if starting from zero. With the traditional form of budgeting, sometimes
referred to as incremental budgeting, budgets are set with the previous year’s budget as a
starting off point. Under that system, managers of a division simply request a certain percentage
point increase, decrease, or no change from the previous year’s budget.
A report from the consulting firm Deloitte defines zero-based budgeting as “a budgeting process
that allocates funding based on program efficiency and necessity rather than budget history.
Unlike incremental budgeting, no item is automatically included in the next budget.”3 The default
changes from assuming programs should continue to exist to an assumption that they should go
away unless there is a good reason to keep them. In this way, programs are routinely
reevaluated for their effectiveness, and also routinely ended.
The National Conference of State Legislatures identifies three advantages to ZBB, which are 1)
eliminating the assumption that current activities and funding will automatically continue with
only minor (or incremental) changes, 2) encouraging the termination of ineffective programs,
and 3) reallocating resources from lower priority programs or activities to those with higher
importance.4
Another potential advantage is reducing gamesmanship and perverse incentives built into the
budget process. There is often an incentive for managers to spend all of their budgets each year
so as not to be punished with a smaller budget the following year. This has the potential to
create considerable waste. It is a phenomenon well documented in the federal government,5
where spending surges are witnessed as the fiscal year reaches a close. However, the
phenomenon exists in the private sector as well.
Perhaps ZBB’s greatest strength is with respect to cost containment. The consulting firm
McKinsey has stated that ZBB helps build a “culture of cost management” among employees. 6
Therefore, it is not surprising that ZBB is often implemented in companies during “times of
economic problems, when you need to make reductions, or when you have significant and rapid
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technological change.”7 However, even when times are relatively good, it can make sense to
emphasize a culture of cost minimization. Pressure from rivals can exert itself at any time, and a
culture of cost-cutting is a good way to maintain competitiveness.
Zero-based budgeting also includes a rigorous evaluation process for projects. According to a
2012 textbook chapter, written by Phyrr, ZBB evaluation includes five key elements,8 which are:
1. Identification of objectives
2. Evaluation of alternative means of accomplishing each activity
3. Evaluation of alternative funding levels (elimination, lower levels, current level, and
increased levels)
4. Evaluation of workload and performance measures
5. Establishment of priorities
In one form of ZBB, projects are divided into “decision packages”, which are in turn subdivided
into “decision units”. Each decision unit in a decision package needs to be analyzed, and overall
decision packages are evaluated as a whole and ranked. Funding requests are then made
based on this information.
Evaluation of decision packages will consider factors such as the purpose or objective of the
decision package, the actions to be undertaken, the costs and benefits of the package,
performance measures to evaluate success, alternatives means of achieving the same
objectives, and how much benefit is achieved at various levels of cost.9
Henry Wray and Maurice McTigue argue that “evidence-based budgeting” is an integral part of
ZBB.10 Without rigorous analysis of projects, the ranking and prioritization of projects that is at
the core of ZBB is impossible. This does, however, create a tension within ZBB. ZBB is, in part,
a cost reduction process. However, rigorous analysis can itself be time consuming and costly to
produce. At what point does analysis itself fail to pass a cost-benefit analysis?
As a result of this tension, it is likely that a full-blown ZBB evaluation of each and every decision
package may be something that takes place only periodically, perhaps once every few years.
Moreover, it’s possible that not every package needs to be reviewed with the same level of
analytical scrutiny. It might make sense to evaluate large projects that require the most
resources with a higher degree of analytical rigor than smaller projects, for example.
While ZBB has been commonly employed in the private sector, it also has its proponents in the
public sector, and indeed it gained prominence largely due its support by politicians. The most
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based budgeting scheme when he was governor of Georgia in the mid-1970s. Indeed, Carter
even tapped Peter Phyrr as a consultant as part of that effort. Then, in 1977 when Carter was
president, he announced he would use the system in the federal government as well. By 1978,
the Office of Management and Budget had even developed procedural guidelines for using the
method in the federal budgeting process.11
Although ZBB was subsequently abandoned by the Reagan administration, a number of states
have experimented with ZBB in the years since that time. Beginning in 2012, Georgia has
experimented with a revived form of ZBB,12 with annual ZBB reports now issued by the state
Office of Planning and Budget.13 Other states, including Florida, Oklahoma, New Hampshire
and Idaho have utilized some version of the management tool. A 2012 report from the NCSL
noted that 17 states have used zero-based budgeting in some form over the years, and others
have seriously considered it, for example by introducing legislation. 14 All told, ZBB has been
used in numerous states as well as private sector companies all over the world.15 This suggests
that the method is a well-accepted budgeting, management, and prioritization process, with
adherents in both the private and public sectors.

II.

Zero-Based Regulation

Henry Wray and Maurice McTigue are correct to point out that a necessary condition for a zerobased budget is also having an evidence-based budget. Indeed, without high-quality information
about the effectiveness of projects, it will be difficult, if not impossible, to ascertain whether
projects should be continued or not. This is true under incremental as well as zero-based
budgeting approaches, and is why a fairly sophisticated system of program evaluation is usually
recommended as a complement or component of ZBB.
Interestingly, program evaluation under ZBB mirrors many aspects of what is known as
regulatory impact analysis (RIA). RIA is a tool used by regulatory economists to evaluate the
effectiveness of regulations, and it usually consists of several subcomponents. These include,
an assessment of the problem the regulator is intending to address,16 identification of different
alternative ways of solving that problem, and an evaluation of the costs and benefits of those
alternatives so as to identify the alternative that maximizes benefits over costs. 17 The many
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similarities between the key elements of project evaluation under ZBB described above in
section I (identification of objectives; evaluation of alternative means of accomplishing each
activity; establishment of priorities, etc.) and the key elements of a regulatory impact analysis
are striking.
Regulatory impact analysis has been commonplace in the US federal government since the
mid-1970s. Gerald Ford issued the first executive order requiring economic analysis for “major”
regulations, which are regulations expected to have an annual impact of $100 million or more.18
Ronald Reagan formally required cost-benefit analysis (not just economic analysis) for
regulations through an executive order in 1981.19 The order institutionalized a review process
for regulations and their accompanying analysis overseen by the Office of Information and
Regulatory Affairs, a small office within the Office of Management and Budget. President Clinton
later repealed Reagan’s executive order, but left its key elements in place through an executive
order of his own.20 Clinton’s order has governed the regulatory impact analysis and OIRA review
process in the federal government since 1993.
The concept of a “regulatory budget” has also gain prominence in recent years, especially
among academics and some politicians,21 although until recently it had never been tried in the
federal government. The idea behind a regulatory budget is that a cap is placed on overall
costs, such that regulatory agencies can only impose so much burden on the public and no
more.22 No one would argue it would be sensible to allow regulatory agencies unfettered
spending authority, which is why we have fiscal budgets set by elected representatives.
However, such common sense has until recently eluded the domain of regulation, where
agencies can in essence “spend” unlimited amounts of the public’s money by forcing them to
comply with costly regulations.
President Trump instituted the first regulatory budget in the US federal government soon after
taking office.23 Since 2017, the Office of Management and Budget has allocated a set amount of
cost to each executive branch department. Regulators are not supposed to exceed this amount
of cost for the year, although in practice sometimes they do.24 Although the durability of this
reform remains unclear—it was implemented via an executive order and could easily be undone
by a future administration—even if temporary, the creation of a US federal regulatory budget is
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historic and sets a powerful precedent. It is now much more likely that experiments of this sort
will be repeated by future administrations.
However, to-date there has never been a zero-based budget for federal regulations. In fact, the
budget Trump created is a classic example of an incremental budget. Cost allocations apply to
new regulations only, as the stock of existing federal regulations—no matter how costly—is
allowed to remain on the books without any kind of cap in place. To convert the Trump
administration’s regulatory budget in a ZBB, the budget would have to apply to the total stock of
regulations under the control of an agency. Moreover, the regulatory impact analysis
requirements at the federal level apply only to new regulations. They would need to be applied
to existing regulations as well, to stay true to the spirit of ZBR.
Thus, ZBR can be thought of as having two key pillars: regulatory analysis requirements and a
default that rules be eliminated unless they a strong case can be made for their continuation.
Fortunately, the shortcomings with the Trump administration’s regulatory budget can rather
easily be overcome with the implementations of sunset provisions, which are automatic
expiration dates built into laws. If a regulation has, for example, a ten-year sunset attached to it,
that would mean that ten years after being finalized, the regulation would automatically expire.
The regulation could be re-promulgated, but in order for that to happen, a new regulation would
have to be written and make its way through the regulatory process as if the previous regulation
had never existed. That new regulation would then be subject to cost-benefit analysis
requirements. In this way, sunset provisions allow both for making the relevant default a zerobaseline, while also leveraging existing RIA requirements to impose strict analysis of rules and
programs.
In the case of the US federal government, procedures have been put in place since the 1970s
forcing new regulations to be scrutinized with regulatory impact analysis and to undergo quality
control review by the Office of Information and Regulatory Affairs. Once regulations make it
through this process, however, they are rarely scrutinized with the same degree of rigor ever
again. One 2018 study found that 68 percent of federal regulations have never been updated. 25
Sunset provisions could change this. Their key advantage is they force a regulatory reset.
Sunsets leverage the existing system for scrutinizing news and apply it to existing ones, which
means there doesn’t need to be an new review process for regulation piled on top of existing
procedures for new regulations. The same set of procedures can apply to both new and existing
regulations, so long as rules periodically expire. Regulations refiled as part of a sunset process
will often be required to have a cost-benefit analysis. Logically, it makes sense to include in
such a cost-benefit analysis an analysis of the effects of the pre-existing regulation. Mandating
such a retrospective component to cost-benefit analysis would help ensure a meaningful
evaluation of existing rules and programs.
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Instituting a comprehensive system of retrospective review for regulations is something that has
eluded reformers for decades, but ZBR and sunsets could be the solution. Jimmy Carter issued
an executive order in 1978 directing agencies to “periodically review their existing regulations to
determine whether they are achieving” goals.26 Barack Obama issued a similar executive order
in 2011, encouraging agencies to identify and analyze “rules that may be outmoded, ineffective,
insufficient, or excessively burdensome, and to modify, streamline, expand, or repeal them in
accordance with what has been learned.”27 Bill Clinton created the National Performance
Review (later named the National Partnership for Reinventing Government) to create a
government that “works better, costs less, and gets results that Americans care about.”28
Finally, President Trump’s executive order 13771,29 which established the first federal regulatory
budget, could also be viewed as a retrospective review executive order because of its
requirement that for every new regulation promulgated, two have to be eliminated.
Despite these efforts at retrospective review, the overall volume of federal regulation has
continued to grow at a steady clip. While reducing the overall volume of regulation may not have
always been an explicit goal of these reforms efforts, it is nonetheless telling that the level of
regulation continues to grow even when programs aiming at reducing regulatory burdens are
undertaken. In 1970, there were approximately 400,000 regulatory restrictions in the US Code
of Federal Regulations, as measured by instances of the terms shall, must, may not, prohibited,
and required. As shown in figure 1, despite numerous attempts at conducting periodic spring
cleaning for regulations through retrospective review efforts, the number of regulatory
restrictions has grown steadily over time and totaled approximately 1.1 million in 2020.30

Figure 1: Regulatory Accumulation and Retrospective Review
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One reason these efforts have failed to rein in the growth of the regulatory state is that new
rules continue to be written even as old ones are repealed, thereby offsetting some or most of
the reductions.31 The lack of sunset provisions at the federal level may explain why rules are so
rarely modified, let alone repealed. Another explanation is that the administrative procedures for
creating regulations were, in part, set up to ensure regulations, once in place, would be hard to
remove.32 This means there are structural impediments in place obstructing pragmatic periodic
review of rules.
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It need not be this way, however. Many states have sunset provisions, which, while far from
perfect, help to constrain the overall level of regulation. Academic research has found that
sunset provisions are associated with lower levels of regulation. 33 The average state has about
131,000 regulatory restrictions,34 compared to more than a million in the federal rulebook. New
Jersey has a sunset review process for regulations whereby seven years after rules are adopted
they expire automatically unless re-adopted by the regulating agency.35 Roughly 35 percent of
regulations filed each year are re-adoptions, the vast majority of which are amended in some
way from their original versions,36 meaning they are likely being updated. North Carolina is a
state that requires rules be reviewed every ten years.37 Rules that aren’t reviewed or that are
deemed unnecessary expire according to a schedule set by a state Rules Review Commission,
an executive branch agency that reviews and approves regulations adopted by state agencies. 38
Regulations deemed necessary as part of this review process are re-adopted as if they are new
rules.
These anecdotes suggest that sunset provisions may be a reasonable way to force periodic
reevaluation of rules. They may have an added benefit of holding regulatory creep at bay, at
least relative to the alternative of having no sunset provisions. As of 2017, for example, North
Carolina had approximately 109,000 regulatory restrictions in its administrative code,39 almost
exactly one tenth the volume of regulation as exists at the federal level.

III.

Zero-Based Regulation in Practice: The Case of Idaho

Idaho’s experiment with zero-based regulation began in an unlikely place, at the State Board of
Pharmacy. The BoP, as it is known, oversees pharmacy regulations in the state of Idaho and is
charged with protecting public health, safety and welfare.40 Beginning in 2017, some rather
aggressive reforms went on at the BoP, reforms that would eventually spread to other agencies
across state government. The national media even began to take notice when, in 2019, the
state allowed its entire regulatory code to expire for the first time in state history.41
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The state Board of Pharmacy began its experimental regulatory reform by measuring the
amount of pharmacy regulations the state had. On July 1 of 2017, Idaho statutes and
regulations relevant to the practice of pharmacy in the state were collected. They were then
analyzed using text analysis technology, and the results of the analysis were eventually
published in an academic journal article by the then-executive director of the Board of
Pharmacy, Alex Adams.42 The analysis found that, in 2017, there were 37,882 words in
regulations relating to the practice of pharmacy in Idaho. This was up from 26,698 in 1996,
constituting an increase of 42 percent. Like so many other jurisdictions, regulatory creep was
occurring at the BoP as well. In fact, by this measure the practice of pharmacy was more
regulated in Idaho than either nursing or medicine at that time. About 16 percent of Idaho’s
pharmacy regulations related to occupational licensing, 44 percent related to professional
practice standards, 19 percent to facility standards, and the remaining portion to board
governance and general provisions.43 Moreover, Idaho had another 20,003 words dedicated to
the practice of pharmacy in statute.44
Using these numbers as a baseline, Adams and his team at the Board of Pharmacy
implemented a “repeal and replace” strategy. In early 2018, the board of pharmacy received
approval from the legislature for a full repeal of all Board of Pharmacy rules.45 The old code was
subsequently replaced with a new and more streamlined set of rules. Not all regulations were
repealed, of course. Many stayed in place in largely the same form. However, by repealing the
agency’s code in its entirely the agency was able to start from scratch, picking and choosing
those rules that made sense to maintain, while also respecting statutory obligations, and at
times rewriting rules to improve readability and clarity.
The end result was a much more streamlined, and easy-to-follow set of guidelines and
requirements for state pharmacies. All told, the board oversaw a 55% reduction in word count
and a 62% decrease in regulatory restrictions; additionally six categories of licensure were
eliminated.46 The significant reduction in the number of words in Idaho’s pharmacy rules is
illustrated in figure 2.
Figure 2: Word Count of Idaho Board of Pharmacy Regulations
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The reforms at Idaho’s Board of Pharmacy would have been impressive in their own right, but
the approach taken at the BoP would soon be emulated across the entire state and, tellingly, the
reforms would again take place under the leadership of Alex Adams. By 2019, Adams had
moved on from his role as executive director of the Board of Pharmacy to become administrator
of the state Division of Financial Management (DFM), tapped for the position by a new
governor, Brad Little.
The DFM in Idaho is the equivalent of the state budget office, akin to the Office of Management
and Budget in the federal government, including in its oversight role of the regulatory process.
Idaho kicked off another round of reforms in early 2019 soon after Governor Little took office,
with the signing of an executive order dubbed the “Red Tape Reduction Act.”47 The executive
order required that two regulations be identified for elimination each time a new regulations was
added. The order also designated new Rules Review Officers to lead red tape reduction efforts
within agencies and to work in coordination with the director of the DFM.
Idaho’s reforms began simply enough and were not so different from other red tape reduction
efforts that were going on at the federal level or in other states around that time.48 However this
all changed in April of 2019. Idaho is a unique state in that each year all of its regulations on the
books sunset, unless reauthorized for an additional year by an act of the legislature.49 Usually
reauthorization occurs without a hitch—after all, who wants to let the entire state regulatory
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code expires?—but in 2019, due to infighting going between the different legislative chambers,
the legislature left town, ending its session without having passed a reauthorization bill.50
This unexpected turn of events created an unprecedented opportunity to institute reforms similar
to those that went on at the state board of pharmacy, except in this case on a much larger
scale. By failing to reauthorize the code, the state legislature had, in essence, started
regulations in Idaho from a zero-base. Like when the Board of Pharmacy repealed its entire
rulebook earlier, this did not mean that all regulations went away. Rather, it meant there was an
opportunity to remove unnecessary clutter that had accumulated over past decades, and to
rewrite those rules that needed to be maintained in simpler, clearer language, all while removing
unnecessary burdens wherever they could be identified.
And this is precisely what Governor Little, and his staff led by Adams, did. All told, 19 percent of
rule chapters, 10 percent of pages, and 19,000 regulatory restrictions were allowed to expire on
July 1 of 2019.51 Remaining rules were extended through the issuance of emergency
regulations promulgated by the executive branch. The governor’s office later claimed that in
2019 it cut or simplified 75 percent of all rules and eliminated 250 rule chapters, 1,804 pages of
regulations, and close to 31,000 regulatory restrictions.52 As a result of these reforms, Idaho
claimed to be the least regulated state in the nation.53
In fact, the process was viewed as so successful that Governor Little quickly moved to
institutionalize the 2019 reforms to make them a part of regular governance in Idaho. In early
2020, Little signed another regulatory reform executive order, this one aptly named “Zero-based
Regulation,”54 which set up a process whereby on a five-year revolving basis agencies would
have to review their rules. The review process would begin by agencies formally issuing a
rulemaking repealing their existing chapter from the administrative code. The repeal rule would
then be followed by issuance of another rulemaking, a replacement rule, which, if necessary, reimplemented the relevant chapter, hopefully with improvements. Moreover, new economic
analysis requirements were put in place to ensure a retrospective analysis would be undertaken
when regulations were re-proposed.55
While some of Idaho’s rule changes could perhaps be classified as cutting low hanging fruit.56
the experience was nonetheless a dramatic contrast to the federal experience. Whereas year
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after year the federal code seems to only grow more complex and unwieldy, Idaho appears to
have cut about a third of its regulatory restrictions. The Idaho experience also demonstrates
how small pilot programs, like that at the state Board of Pharmacy, can inform much more
ambitious reforms later on, moving the state towards a simpler, more concise code and by
extension a more business friendly regulatory environment.

IV.

Responding to Concerns about Zero-Based Regulation

There are several reasons why a system of zero-based regulation might not work in practice as
well as its proponents hope, and many of these concerns mirror concerns sometimes raised
about zero-based budgeting. One concern relates to cost, that is, ZBR is likely to require
significant time and effort from regulators, as well financial resources; it may simply not be worth
it to implement it. This may be especially likely if most of the cost savings have already been
squeezed out of the system. The somewhat mixed track record of ZBB in the states may also
support this conclusion. A few states have abandoned using the tool over the years, in part
because of the amount of work needed to produce detailed reports about project initiatives.
There are several reason why this concern may be overstated, however. First, the costs of
regulation are almost certainly significant. One recent study estimated that the costs of federal
regulations could be about $4 trillion annually.57 Another estimated as high as $39 trillion.58
These estimates suggests that we are nowhere near an efficient level of regulation; there are
plenty of savings to be found.
Also, as stated earlier, different regulatory programs almost certainly deserve different levels of
scrutiny depending on their size and scope. In the federal government, only “significant”
executive branch regulations are required to have a cost-benefit analysis and undergo review by
the Office of Information and Regulatory Affairs.59 Significant regulations only constitute about 8
percent of federal regulations,60 meaning the vast majority of regulations issued by federal
agencies do not receive this level of scrutiny. This is not to say that 8 percent is the right
number. That numbers seems quite low, but a tiered system where smaller, less-costly projects
or programs have a lower bar to pass to be maintained than larger ones makes a lot of sense.
Indeed, the federal regulatory system is set up just this way.
For similar reasons, it probably does not make sense to sunset the entire regulatory code each
year. Idaho’s annual sunset clause acts more like a form of legislative review than a sunset
clause. Indeed, the sunset clause has only been exercised once. States that impose sunset
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clauses for individual regulations usually have longer sunset periods, in the range of seven to
ten years, and they operate on a staggered basis with some regulations expiring in some years,
and others expiring in other years. Even Idaho’s review policy under its 2020 Zero-Based
Regulation executive order is about five years, implying roughly 20 percent of the code is
reviewed in a year. Setting up a staggered time schedule for rule expirations can help avoid the
problem of overwhelming the system by having to refile all regulations at once.61
It’s possible that zero-based budgets have not endured at the state level due to their primarily
being executive led efforts, meaning they were instituted by the governor or a secretary of state
through an executive action, rather than through legislation. Legislation is likely to prove more
enduring than executive action, since it cannot be undone as easily by a subsequent
administration. However, legislation is also harder to build widespread support for. This
suggests ZBB may still be somewhat controversial, but doesn’t necessarily imply unworkability.
Another potential issue that may arise under a ZBR system may be that managers may feel
threatened when their activities are closely scrutinized. This is probably unavoidable to some
extent, but also may be desirable. When managers are held accountable for their actions, both
for successes as well as for failures, there is likely to be a beneficial feedback loop that
produces better results and better performance.
ZBR may also require specialized personnel to implement it. For example, it may be necessary
to hire economists or other experts since without high quality analysis, ZBR may not work. This
isn’t necessarily a criticism as much as an acknowledgement of reality, akin to the saying in
business that “it takes money to make money.” Unless ZBR is adequately funded, it is unlikely
to work.
Importantly, there are also costs to not having a ZBR system in place. A system where no
regulations are ever periodically reviewed may not cost the government much money on its
books, but it could cost society a considerable amount. Furthermore, experience suggests that
implementation costs could be modest. At the federal level, OIRA’s budget is quite small. It
employed approximately fifty-two employees in 2020 and had a budget of around $11 million.62
This is a drop in the bucket compared to regulatory agencies more generally, whose annual
budgets are closer to $75 billion.63 States are likely to require even fewer resources than OIRA,
since the scope of their activities tends to be narrower than that of the federal government.
A final concern about ZBR is it might run into conflicts with the law. If, for example, regulatory
agencies’ guiding statutes prohibit cost-benefit balancing in setting regulatory standards or
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prohibit sunsetting a regulation, then ZBR might be illegal. However, even this concern is
overstated. A regulation that is required by law can still be sunset, so long as it is replaced with
another rule that maintains compliance with the law. Agencies simply need to be careful to
ensure there are no time lapses between when old rules expire and new ones take their place.
Even when rules are required by law, there is value in periodically revisiting them, and just
because regulators can’t allow cost-benefit balancing to inform their decisions in some
instances, this does not mean they can’t produce a regulatory impact analysis. RIAs are broader
than just a cost-benefit analysis; the process of putting one together forces regulators to bring
together all the relevant information that could be useful in a decision. That’s just good
governance, even in cases when some information in a cost-benefit analysis is left out of the
final decision making calculus.
Although most of the concerns about ZBR are likely to be overstated, nonetheless ZBR may
work best in environments were substantial savings are likely to be found in the regulatory
system, and legal frameworks are flexible enough to allow for cost-benefit analysis and other
analytical tools to guide policy priorities. Fortunately, this is likely to be the true in the vast
majority of cases.

Conclusion
Despite a fairly rigorous system of checks and balances being established for new federal
regulations, including requirements for cost-benefit analysis and review by the Office of
information and Regulatory Affairs, a comparable system of review for existing regulations is
sorely lacking. This need not be the case, however, as states like Idaho have systems that,
while far from perfect, at least demonstrate that a better way is possible. By combining sunset
provisions, budgeting systems for regulations, and economic analysis requirements, Idaho has
shown what zero-based regulation looks like in practice. Such a system has the potential to be
evidence-based and responsive to evolving circumstances on the ground.
Any governments interested in advancing efficient, low cost, regulations should consider
implementing ZBR. ZBR does not assume that regulations, once on the books, should exist
forever. Rather, it forces a periodic reset and reevaluation of priorities. This may create
discomfort for those who benefit from the inertia of the current system and it may create some
additional costs to the government. However, the costs of implementing a ZBR program are
likely to be relatively modest compared to the costs of the regulatory system as a whole. Those
who care about fiscal accountability and results therefore think favorably upon zero-based
regulation, just as many already think favorably of its close cousin, zero-based budgeting.

